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Changing Directions 


Inertia is a powerful force in 
human lives. Our background and 
experience can set us in motion on 
a course we follow for the rest of 
our lives. 


For some young people, 
that course does not always lead to 
a job. Australia's Sydney City 
Mission, in a partnership with IBM, 
is pointing jobless young people in 
a direction they have never known: 
to the world of working people 
in offices. 


IBM is donating both 
equipment and training support 
to teach skills like typing, business 
English, and computer entry. 
Leading students are also invited 
to IBM to experience a real office 
environment. 


The success of the Sydney 
City Mission program has been 
astonishing. More than 90% of 
its graduates are now working, 
heading in the direction of a more 
promising future. 
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See and be seen 
with Citizen. 
Tokyo 
city of dreams, 
where the image of 
tomorrow takes shape 
in the imagination. 
Citizen watches 
elegant timepieces that 
capture the stylish spirit 
of the city. Ultra-thin dress 
watches or casual analog 
models, distinctive metal 
bracelets or soft leather bands. 
All have one thing in common: 
the supremely accurate 
Citizen quartz movement. 
' Tokyo flair, Tokyo fashion. Citizen. 
It's time to see and be seen. 


9 CITIZEN 


COWEN S 4 AGEIA TODARA OF CITUEN WATCH CO JAPAN 
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Filmy politics 
While Japan ardently hoped to create a 
positive global image of creativity and 
internationalism by promoting the 
Tokyo International Film Festival, it 
proved just the opposite. The reason is 
that creativity deals with the ability to 
open oneself to other interpretations 
and possible criticism, while inter- 
nationalism is concerned with uphold- 
ing certain principles and precedents 
as universal and inviolable. Japan's 
refusal to admit Paul Schrader's movie 
Mishima to the festival after it recently 
won the award for Best Artistic Con- 
tribution at the Cannes Film Festival 
was hard evidence of the fact that 
Japan is neither. 

Why is it that an interpretation of 
one of post-war Japan's most prolific 
literary and intellectual figures was 
censored? Almost everyone already 
knew that he was homosexual so there 
is little for Mishima's wife to cover up 
in that regard. Besides, was her legal 


Mishima: banned by festival. 





position or individual influence really 
all that strong? Certainly the Tokyo 
Metropolitan Police could have con- 
tained any demonstrations by the 
ultra-rightwing. 

A more likely cause for Mishima's 
rejection can be found in politics. Mis- 
hima Yukio was an honours graduate 
of the hogaku bu (law department) of 
the University of Tokyo. “Todai” 
might have a few radical professors 
and students but in the main its 
graduates are uncompromisingly con- 
servative, and large numbers serve in 
every government ministry and 
agency. In fact, Todai law graduates 
hold many of the top ministerial posi- 
tions. Such people — with whom Mis- 
hima had so much in common — were 
in charge of the Tokyo International 
Film Festival and they barred Mis- 
hima's entry. 

In the January-March 1984 issue of 
the Japan Quarterly, Henry Scott- 
Stokes persuasively documents the re- 











Population 
Specialist 





The World Bank seeks a Population 
Specialist for a 3-5 year assignment 
to its Resident Mission in Dhaka, 
Bangladesh. The position involves 
senior liaison on popu'^*'on and 
related health matters b: ^n the 
Bank and the Governmer 'gía- 
desh and with donor age ter- 


ested in the sector - amt 


e 


* monitor and report on progress of a 
large multi-sectoral and family 
health project jointly funded by the 
Bank, several other donors and the 
Government of Bangladesh; 


Main responsibilities 
are to: 


* maintain close coordination with 
donor agencies participating in 
bank-aided and other Bangladesh 
population and health activities; 


* assist the Government in promptly 
resolving project-related issues 
and problems and reviewing its 
population and health policies and 
strategies; 


* provide issues-oriented analysis of 
Bangladesh's demographic and 
health situation and prospects, 
performance of the population and 
health sector and issues likely to 
affect sector development. 


Candidate should have a successful 
performance record in a senior man- 
agerial or advisory role with national 
or regional population programs in 
two or more developing countries 
with at least 2 years' continual on- 
site residence. A graduate degree 
with academic specialization in 
fields related to population, e.g., 
demography, economics, behavioral 
science is highly desirable. Profi- 
ciency in and written English 
is essential. Candidate must have 
proven skills in the tact and diplo- 
macy necessary to deal with high- 
ranking government officials, busi- 
ness people and representatives of 
donor agencies. Candidates should 
be in good health and willing to travel 
frequently, mainly in rural Bangla- 
desh, but also internationally. 


The World Bank offers a competitive 
salary and benefits package, with 
appropriate post allowances. Please 
send a detailed resume quoting ref- 
erence no. 52-UKG-0206 


The World Bank 
Staffing Division 
1818 H Street, N.W. 
Washington, D.C. 
20433 































1. One of SYDNEY'S best 
- TOURIST HOTELS. 350 
gees. Leased to 1995 


| 2. 2184m” fully occupied | 
B RETAIL units | 


'Y 3. Two. OFFICE. levels. 
|. Totalling 7035m2. Leased 
- XD. ANSETT & | ! 



















Aki ings PARKING STATION 
for 250 cars i 


5. ANSETT TERMINAL 
2433m? comprising retail, 
passenger lounge and 
TO depot leased to 


SALE PRICE $27, 750,000 

Initial return approx. 9.7% 

Equivalent return 10.5% 
COLLIERS && 


International Property Consultants 





| connects ANDREW PETTY. — 
- 27F Wing On Centre, Central, Hong Kong. . 
Tet: 5431261. Telex: 1802) 63334 * 
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quite interested in Mishima as the 1 
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| e" ' Scot 1 
how Nakasone was 4 


leading rightist intellectual leader of 4 
the 1960s. In fact, Nakasone offered in J 
troductions to Self-Defence Forces | 
(SDF) officers who arranged for Mis- ^ 
hima and his private army (the , 
Tatenokai) to use SDF facilities for) 
military training at the taxpayer's ex- yl 
pense. - 

Nakasone wanted to become better ^ 
known and supported Mishima be- | 
cause it was rumoured he would one : 
day win a Nobel prize, and as such was 
already better known than Nakasone. 
After Mishima committed “seppuku” 
at Ground Self-Defence Headquarters 
in Ichigaya, Nakasone denounced him. 
According to Scott-Stokes, Nakasone 
had little choice since Mishima was 
now dead, had kidnapped a four-star 
general and planned a coup. 

While many do not agree with his 
work or ideas, millions have read at 
least one of his books. Fifteen years 
after his death, Mishima demands 
understanding. He cannot be swept 
under the rug for the ideological or | 
philosophical convenience of any indi- = 
vidual or group: any work of national: 
origin about Mishima demands to be . 
seen. ' 












WILLIAM E. SHARP. 


€ A report on the Tokyo film festival... 
appeared in the REVIEW, 27 June. 





Cycle of violence 


The article Kill and be killed [30 May 
on the massacre of innocent civilians z 
by Tamil terrorists in the holy city of- 
Anuradhapura, Sri Lanka, was really. 
shocking. As a person who visited that : 
city three years ago, [can vouch that its | 
peaceful surroundings enchant even | 
the non-Buddhist. In this respect, | 
Tamil terrorists could not have chosen ^ 
a better place to carry out their brutal : 
attack in order to provoke a major’ 
Sinhalese backlash against innocent: 
Tamils living in the south of the island. | 
However, fortunately for Sri Lanka: 
and unfortunately for the terrorists, 
only some isolated incidents have been 
reported. To brand these terrorists as 
freedom fighters is ridiculous. They. 
are the major obstacle to a peaceful: 
solution to the currently boiling ethnic. 
conflict on this island. They have by* 
their systematic attacks on civilians, 
banks, economic targets and security. 
forces dragged an unwilling govern- 
ment to a military solution. To make 
matters worse, they have been respon- 
sible for the ever increasing cycle of 
violence which has caused indescriba- 
ble suffering to all peace-loving citis: 
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a matter of public interest. 

: Neither the Ka Wah Bank Ltd nor 

any of its subsidiaries holds or has ever 

held any shares in Overseas Trust Bank 

(OTB) or in any of the subsidiaries of 

: OTB. 
The Ka Wah Bank Ltd has only a 










45% interest in Windmill Investment | "MIT MUY 
Í: [a am n indebted 


and Finance Co. which wasaequired iri 
1976 and represents an. insignificant 
part of its investment portfolio. 
Windmill holds shares in United: Na- 
tional Finance of Brunei and Interna- 
tional Trust & Finance Co. and As- 
sociated Investment Co. of Thailand. 
Windmill and these companies are 
managed by directors and executives 
nominated by OTB and no director or 
officer of the Ka Wah Bank Group par- 
ticipates or has ever participated in 


their management. The Ka Wah Bank | 


Group has no financial exposure of any 
kind to any of these companies. 
Furthermore, neither the Ka Wah 
Bank Group nor its directors have any 
directorships in common with OTB or 


the family of the late Chang Ming 


Thien. K. N. WONG 
i Corporate Secretary. 
: Hongkong The Ka Wah Bank Ltd 


.@ We are glad to publish the above 
clarifications, commenting only that 
| the REVIEW never implied that the Ka 
Wak Bank or its subsidiaries held any 
. shares in OTB or its subsidiaries, that 
the above details of Ka Wah's relation- 





: did not report or imply that Ka Wah's 
directors 


| We referred to "past business associa- 


: _ tions? — ~- specifically Ka Wah's interest 
sin Windmill. 


| ‘striking it poor 


a note David Jardine [LETTERS, 2 May]. 
seems to feel that the militant British. 


-unions still have a constructive part to 

play. Itis a matter of record that at the 

: bottom of every British business cycle 
^ since World War II, the unions have 
; clamoured for government to create 
| jobs; while at the peak of the business 
cycle, when consumer spending and 
;demand is at its highest, the unions 
-have gone on strike or gone slow in 
their relentless drive for higher wages. 
At these peaks of demand, shortages of 
British goods have been made up by 
mports. . 
Long strikes mean substitution, and 
eople who have tried Japanese cars 










rom coal to gas or oil do not change 
ack once the strike is over. I have ex- 
orted from pre to. Britain and it is 





shared any directorships | " 
either with OTB or the Chang family. | 1 


nd TVs,or converted their heating | 


"expensive-overnight in a city that of- 
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| ship with Windmill corresponds pre. A 
: cisely to those we reported and that we | t 


































































5 Derek Davies for: re- 
minding me, án TRAVELI ERS TALES 
[16 May] ofthe ever-growing horror of 
leaving Kaitak airport, especially after 
a short or transit visit. I manage to do 
this about once a year, in the course of 
my work, and each time I swear to 
write a letter to someone, or, better yet, 
never transit Hongkong again, except | 
in’ extreme need. Regrettably, my |j. 
memory has grown short as I have | 
grown older (the mind's way of dealing 
with trauma, no doubt). 
Thus, I found myself just last month 
— on a 15-hour transit stopover 
with a metal-detector rod thrusting to- - 
wards my rear cleavage, having had | 1. 
my hand luggage virtually unpacked 
and passed over, out HK$120 (US$15).] po 
for the dubious pleasure of a useless, 
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deluxe, apartments within walking distance. 
to city centre and financial district 


2-3. 
ARDEN 


TERRACE 
Hong Kong 


fers the short-term visitor less and less 
for-more and more, etc., etc., once more 
swearing not to — myself through the 











Kuala Lumpur "A UN MIGRATORY BIRD' 





£ come. across | the 
gle-egge- a hilari- 
quite the opposite. I am re- 
d by the absence of M Ave 





in ing of this region 8 pr ER | 
While present-day. packaging for 
dried prunes 18 presented in Western 
ad-copy as befitting a cornucopia, the 
Chinese Cereals, Oils, Foodstuffs . . . 
Corp. just recommends “the nice 
flavour of the fruit is preserved, and it 
is good to entertain guests with it at 
anytime. —— 
The Japanese. improvement of a pe- 
rennial household-must — the fever 
thermometer — i$ not praised by its 
maker for its digital read-out, but it 
does succeed in putting the user's mind 
at ease in case he forg gets to shut off the 
battery current: “the automatic shut- 
off function will be automatically 
worked in approx. 10 minutes 2.2. 80 
that vou do not fear it. 

In both cases, the copy i appears to 
have been writt en by tives ot the | 
p auet s country c | 


advance booking for future 
available flats is welcome 





property agents: 
GARDEN MANAGEMENT LTD. 
Tel no. 5249311 HONG KONG 
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concerned with all the major — m ergy Thanks to its highh 

teams, it is able to adapt to every type of situation, and to offer solutions 
for every type of energy problem, wherever it occurs and whether it be in 
an individual, institutional or national framework. | 


and is preparing for the future — 


| | OTAL Compagnie francaise des pétroles is a group with long-term aims, 
a group that is preparing for the changes of tomorrow. The innovative 
capacity of its specialist teams, the positions it has established in 
advanced technology, its willingness to take risks and the precision of its 
economic decision-making mean that it can command the future. 
TOTAL is not dreaming of the future, but building it. 
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After its stunning victory over the shah's tyranny 
six-and-a-half years ago, the Islamic revolution in 
Iran, under the leadership of Ayatollah Ruhollah 
Khomeini, has stumbled into one disaster after 
another — some of its own making, some not. The 
greatest of these has been the debilitating war 
with Iraq and the slump in the world oil market. 
But the REviEW's Kuala Lumpur bureau chief, 
James Clad, found during his recent visit to Tehe- 
ran that the revolution had instilled a pride and 
purpose in many lranians (animating the Shia 
cause which motivated the hijackers of the TWA 
jet to Beirut). Clad concludes that pragmatism was prevailing over 
dogma in the Islamic Republic's diplomacy with the rest of Asia. 


Pages 22-28. 


Page 12 

Malaysia has taken quiet yet deci- 
sive steps to improve relations 
with China by easing restrictions 
imposed on Malaysian Chinese 
businessmen. 


Page 12 

Twin airline disasters linking 
Canada and India highlight a grim 
new challenge to New Delhi. 


Page 14 

A series of bomb explosions 
rocked Kathmandu and three 
other towns in Nepal following a 
month-long protest by moderate 
oppositionists for a return to a 
multi-party parliamentary system. 


Regional Affairs 


Foreign relations: An affair of the 
head 
India: A bolt out of the blue 
Nepal: Tigers on the prowl 
Hongkong: Basic-law makers 
Japan: Breaking a habit 
Cover story: The deadly victory 
Distrust of Soviets will outlast that 
of 'Satan' 
Interview/Ali Akbar Velayati: 
Dispelling fear with 'proper 
GoDOna0K i Es 
Teheran's Asian links: pragmatism 
prevails 
The oil-sales slide is Iran's 
unending bad dream 
Crude for everything ——____ 
Islamic banking — absolutely no 
interest, but works fine 
Indochina: Slack in the line 
Blessing well disguised 
China: Cutting out the bloat 
New system, old logic 


Cover photograph by Pedram. 


Page 16 

Peking has finally announced the 
make-up of the Hongkong Special 
Administrative Region basic-law 
drafting committee, to help draw 
up a constitution forthe territory to 
be used after 1997. 


Page 40 

Chinese leader Deng 
Xiaoping announces 
a programme to slim 
down the army by 
25%. And the govern- 
ment has merged 
eight of its 11 military 
regions, replacing or 
retiring many top 
commanders. 


United Nations: Jeane's report card — 42 


Arts & Society 


Minorities: Californian police grapple 

with Asian approach to law 
Cinema: Do-it-yourself films look to 

a future with robots as friends 
Religion: The Koran goes to court 

... delicately 


Business Affairs 


Mining: Manila's wasting asset 
No longer a lodestar 

industry: Better late than never in 
Singapore? 

Banking: Hongkong interbank 
Oo oe ae ES 
Prevention is better in Singapore — 
Taiwan's lesson from a 

distance 
Gaining currency in Singapore 

Economies: Special drawing rights 

for Thailand 


4 July 1985 


Page 52 

The Philippines' mining industry, 
formerly a major export earner, 
has gone into a decline from which 
recovery is not yet in sight. 


Page 61 

Questions are being asked about 
how far Hongkong should go to 
protect foreign banks' lending in 
the wake of the Hongkong Govern- 
ment's rescue of the Overseas 
Trust Bank. 


Page 64 

Thailand turns to the IMF for loans 
to bolster its foreign reserves, but 
it seems more interested in the in- 
stitution's approval than its funds. 


Page 74 

The US swings its attack on 
Japan's closed markets to inte- 
grated circuits, but the real issue 
seems to be Japanese competi- 
tion in other markets. Meanwhile, 
Tokyo unveils its latest package of 
market-opening tariff cuts. 


Page 76 

Seoul agrees to help its commer- 
cial banks which are saddled with 
heavy bad debts as a legacy of the : 
government's investment and cor- 
porate bail-out policies. 


Transport: Back on the rails in 
Hongkong 

Trade: Battered chips 
On the other foot in the US 
Painless concession 

Finance: Bought time for banks 
Errors past and present 
Firmly non-committal 
First bank of China 
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Indonesia's nios 


ganising an underground 
meeting to foment violence in 
the wake of last September's 
-Tanjung Priok riots, accord- 
-ing to sources in the public 
prosecutor's office. Gen. H. R. 
Dharsono, 60, a former divi- 
sional commander and secret- 
ary general of Asean, will 
come to court after more than 
eight months’. detention, a 
newspaper report said. 

"Another opposition figure, 
-year-old H. M. Sanusi, an 
ex-cabinet minister who is al- 


in connection with a 





October, will be brought back 
o court soon on conspiracy 
charges involving other 


sasination plot against Presi- 
dent Suharto, human-rights 
awyers predict. Sources said 





liers and politicians have 
been called in for questioning 
ollowing the recent publica- 


eological evolution of In- 
nesia's military. The book, 
tharto and his Generals, was 
written by David Jenkins fol- 


the REVIEW's correspondent. 
i — LINCOLN KAYE 


à; ongkong joumalists 
d: 2 media council 





ave reacted strongly to what 
as regarded as a govern- 
.ment-inspired proposal to set 
‘up a media council, seeing it as 
a vehicle for controlling the 
‘media, especially after 1997. 
More than 100 journalists, 


guage media, turned up at a 
meeting to voice their suspi- 
-eion of and opposition to the 
media council preparatory 
- committee, set up on 28 May 


| ;judge Simon Li. 
= The journalists were con- 
cerned that the government 


events behind the scene and 


. committee might have sinister 
motives — allegations which 






charismatic figures will be 
tried soon on charges of or- 


ready facing a 19-year jail 


-bombing episode last 


bombings and an alleged as- 


that other prominent ex-sol- ` 


ion abroad of a book on the. 


owing four yearsin Jakarta as 














s Honekong news media | 


mostly from the Chinese-lan- | 


and chaired by Supreme Court | 


had apparently orchestrated ' 


| feared that the preparatory | 


. the government has denied. | 
They were also dismayed at | 
: the small number of working | 
— journalists on the committee | 
| and the lack of consultation . 






to deliver thej journ: list: 
.cern to Li and to ask for a full 
| explanation of SE 

— EMILY LAU 


Another Chitiesé party 
mooted for Malaysia 


A disaffected former member 
of the strife-torn Malaysian 
Chinese Association (MCA), 
Malaysia's major Chinese par- 
ty, is launching a new party. 
which already has 250 suppor- 
ters. Johor lawyer Arthur Lee, 
who quit the MCA on 28 May, 
hapes the Malaysian Chinese 
Unity Movement will rally 
Malaysia’s 38% — Chinese 
population as “the Chinese 
community cannot afford to 
wait until the [MCA] top lead- 
ers complete their in-fighting 
for their self-interest.” 
The emergence of the new 
party comes at a period of un- 
disguised disunity among Ma- 
laysian Chinese, with “thë 
Gerakan, another popular 
Chinese party, also suffering 
from resignations of its offi- 
tials. Lee denied that the 
founding of the new party was 
inspired by the victory of the 
independent Parti Bersatu 
Sabah in Sabah's elections in 
April MCA leaders have 
reacted calmly to the pr oposed 
new party, which Lee hopes to 
haveregistered in three months, 
though secretary-general 
Datuk Tan Tiong Hong said it. 
would weaken the. already 
split MCA. <. —SUHAINIAZNAM 


Papua New Guinea 
seeks a new name | 
Papua New..Guinea 

“Minister Michael Somare has | 

launched a public competition 

to find à new name for his 
country in time for its 10th an- 
niversary of independence 
from Australia on 16 Sep- 
tember. He told a 24 June 
businessmen's meeting in Port 

Moresby that he wanted to 

give a deeper sense of national 

identity to the country's 3 mil- 
lion inhabitants, who are cul- 

. turally and ethnically very di- 
verse. The present name is a 

compromise reached during 
preparations. for  indepen- 
dence, taken from the names 
of its constituent colonies. 

The current law-and-order 
crisis in Papua New Guinea's 
cities clearly influenced So- 
mare in his quest for a new na- 
tional identity. He told busi- 

nessmen. "crime has reached d 





































































































































































compensated up to a maxi- 
| mum. of. S$10,000. Simex 
chairman Ng Kok Song said 


an initial S$500,000 to the 


Prime + 


| sent a letter to congress urging 


l drige E aci Wil- 













Sime : announces 








Three. diss. after the Singa- 
pore. International Monetary 


Exchange (Simex) recorded 


| its biggest-ever daily volume 


(with more than 3,000 


|Eurodollar contracts traded 


on: 21 June) its board an- 
nounced: proposals to stimu- 
late further interest in the ex- 
change. Foremost is the crea- 
ton of a compensation fund 
for investors who suffer finan- 
cial loss in the event of a de- 
fault by any Simex member 
from business transacted on 
Simex “or any other approved 
exchange.” 

Losses arising from transac- 
tions on Simex will be com- 
pensated up to a maximum of 
$$30,000 (US$13,453) or 90% 


of each claim, whichever is 


less; and defaults from losses 
on non-Simex trades will be 

















the exchange will contribute 


fund, with further injections 
“as and when the exchange is 
profitable." Simex members 
will later be asked to top up 
the fund. — NICK SEAWARD 


Rothmans restructures 
Malaysian offshoot 

Rothmans of Pall Mall has 
decided to restructure its 
shareholding to raise "bumi- 
putra" (indigenous Malay- 
sian — mainly Malay) parti- 
cipation to 30% by 1988. At 
present. owned 50% by 
Rothmans International plc 
of Britain, with the remainder 
held by private Malaysian and 
Singaporean investors, pub- 
licly listed Rothmans' 123.9 
million M$1- (41 US cents) 
shares will shortly be reor- 
dered with a likely diminution 
of foreign control to about 
3095. ~= JAMES CLAD 


US cabinet members 
oppose textiles bill 

In a move against proposed 
legislation to curb textiles and 
garment imports by the US, 
five US cabinet officials have 



























































that the bill be defeated. The 
letter, signed by Treasury Sec- 
retary James Baker, Secretary 
of State George Shultz, Com- 
merce Secretary Malcolm Bal- 











House and 52 in thesenate, 

would.-cost US consumers. 
US$14 billion a year. If 
enacted, the letter said, “this 
legislation would ... invite re- 
taliation against US exports, 

spur inflation, violate our in- 
ternational obligations, and 
provide the domestic textile 
and apparel industry with an 
unprecedented level of sup- 
port." 

The US textiles lobby is 
stepping up its efforts to have 
the legislation passed, but 
such strong administration 
opposition indicates the bill 
would be vetoed by President 
Ronald Reagan if it passed the 
congress. ~- ROBERT MANNING 
Taiwan arrests traders 
for China dealings 
Taiwan's Garrison Command 
(GC) has reportedly arrested 
more than 10 local business- 
men for trading with China 
through Hongkong middle- 
men. The GC declined com- 

ment, but local press reports 
said the heads of two Taipei- 
based trading firms (and a 
number of their suppliers) 
were taken into custody by the 
security agency on suspicion 
of sedition. The arrests were 
said to have been based on in- 
formation supplied by the 
firms' associates in Hongkong, 
following a business dispute. 
The ease appears to reflect a 
difference of opinion between 
the GC, which is primarily re- 
sponsible for enforcing mar- 
tial law in Taiwan, and econo- 
mic officials, over the rapidly 
growing direct and indirect 
trade between Taiwan and 
China. — CARL GOLDSTEIN 


Wellington confirms 

Singapore tariffs —— 

The New Zealand cabinet con- 
firmed on 24 June that de- 
veloping-country preferential 
duty rates for imports from 
Singapore and Brunei will be 
abolished on 1 July, despite a 
last-minute Asean appeal. But 
the cabinet is understood to 
have told the two countries 
that New Zealand will con- 
sider requests to reduce tariffs 
on specific items if they are 
seriously affected by the 
change. Officials in Wel- 
lington refused to release full 
details of the tariff changes 
until Asean is advised through 
diplomatic channels. New 
Zealand postponed the 


changes to its import-tariff 
l [system from li March to 1 July — 
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NEW SHIPMATES 
The scheduled friendship visit to 
Auckland and Wellington next 
month by the Japanese destroyer 
Makigumo and the training ship 
Katori is likely to set the stage for 
a visit to Japan by a New Zealand 
frigate and possible joint 
exercises. New Zealand has 
exercised with Japan in the 
Rimpac joint naval manoeuvres, 
along with the US, Canada and 
Australia, but is unlikley to be 
able to participate in further 
Rimpac exercises because of the 
US’ refusal to hold manoeuvres 
with New Zealand in the wake of 
the row over New Zealand's non- 
nuclear policy regarding port 
visits. Staging exercises 
independently with non-nuclear 
Japanese warships, Wellington 
believes, would enhance its own 
non-nuclear position. 


A GIFT-HORSE'S MOUTH 


Directors of an Indonesian 
Government—owned shipping 
line have offered a Singapore 
bunkerage broker a negotiated 
settlement amounting to nearly 
three times the amount fixed by 
outside auditors for a disputed 
liability. The shipper's books — 
unpublished, three years out of 
date and allegedly over- 
optimistic — show more than 
US$60 million in accumulated 
losses, mostly incurred in the 
early 1980s. Yet directors stand 
ready to pay the bunkerage 
broker S59 million (US$4.035 
million), S$5.5 million more than 


AFGHANISTAN 

A prominent Afghan rebel leader said 
that his men tunnelled under a large army 
post in Herat and blew it up (19 June). Af- 
ghan rebels claimed their forces over- 
whelmed government outposts in the 
Panjsher Valley, killing and wounding 
hundreds of soldiers (23 June). Top Af- 
ghan Air Force officers were executed for 
sabotage following the destruction of 
about 20 jet fighters at the Soviet Union's 
largest air base, Western diplomats in Is- 
lamabad said. Afghanistan and Pakistan 
ended a fourth round of talks in Geneva 
aimed at finding a political solution to the 
Afghan conflict and ensuring the with- 
drawal of Soviet troops, a United Nations 
spokesman said (25 June). 


CHINA 
About 2-3,000 workers staged a three- 
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the firm's own Singapore-based 
auditors report due. The broker 
demands S$13 million, allegedly 
to cover outstanding fuel bills 
incurred between 1979-83 plus 
accumulated interest. The 
auditors dispute the price at 
which the fuel was originally 
billed, the interest calculation 
and the documentation of the 
underlying transactions. They 
concede only $$6.5 million worth 
of outstanding liabilities, of 
which about S$3 million has since 
been paid. Directors, however, 
have offered to pay nearly S$9 
million, but the broker continues 
to threaten litigation and 
negotiations drag on. 


SHIFTING BASES 





Tamil guerilla. 


Most Tamil guerillas: have moved 
out of their bases in India’s Tamil 
Nadu state with their arms and 
equipment, and have returned to 
Sri Lanka. Early in June, India 
had told them they would not be 
allowed to move men or materiel 
across the Palk Strait after 30 
June. The ceasefire between the 
Sri Lankan security forces and 
the guerillas, arranged at India’s 


day demonstration outside city offices in 
Tianjin to press their demands for pay 
rises, witnesses said (20 June). 


INDIA 

All 329 passengers were killed when 
an Air-India Boeing 747 bound for Bom- 
bay from Montreal crashed in the Atlan- 
tic Ocean off the coast of Ireland (23 
June). 


JAPAN 

Bangladesh President H. M. Ershad ar- 
rived for an official visit (20 June). The 
luggage container of an arriving Canadian 
flight exploded at Narita airport, killing 
two people and injuring four others (22 
June). 


NEPAL 
Bomb explosions ripped through 


initiative, took effect on 18 June 


w 


and has worked so far. 


ALTRUISM BELIED 


Japanese diplomats in Bangkok, 
Tokyo and New York have been 
exerting heavy pressure on 
United Nations officials to cancel 
a plan to purchase an IBM 
computer for the Bangkok-based 
Economic and Social 
Commission for Asia and the 
Pacific (Escap). Japan donated 
an NEC computer to Escap in 
1981 and apparently wants any 
upgrading contract for the same: 
Japanese supplier. However, the 
NEC system lacks good software 
and is not compatible with the 
IBM system now operating at UN 
headquarters in New York and 
Geneva. 


TRADE BEFORE DIPLOMACY 


Since the beginning of this year, 
China has emerged as the largest 
single export market of Samsung 
Electronics Co., South Korea's 
largest exporter of electronics 
goods. Sales to China, mainly of 
assembled colour TV sets, have 
rocketed but are likely to lag in 
thelatter part of the year because 
of tightening controls on foreign 
exchange by the Chinese. 


Two-way trade last year between - 


the countries, which have no 
diplomatic relations, far 
exceeded the US$300 million 
which appeared in official 
statistics in Hongkong, through 
which much of the business is 
conducted. 


central Kathmandu killing seven people 
including an MP and injuring more than 


20 others (20 June). Police launched an | 
investigation into an underground revo- . 


lutionary group which claimed responsi- 
bility for the bombing (22 June). Poli- 
ticians demanded the resignation of the 
government over the bomb blasts (24 
June). 


SOUTH KOREA 

The North and the South have broken à 
deadlock in trade talks by agreeing in 
principle to sign a pact providing for com- 
merce and other cooperation (20 June). 


THAILAND 

Thai students and opposition members 
of parliament staged a protest against the 
government's decision to buy 12 US-made 
F16 fighters (20 June). 
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By James Clad in Kuala Lumpur 
ignificant but still largely un- 
S publicised decisions have been 
taken to put Malaysia's relation- 
ship with China on a more stable, al- 
beit still strictly self-interested, foot- 
ing. Ethnic Chinese Malaysians will 
now be able to visit and to invest in 
China more easily than before, while 
Prime Minister Datuk Seri Mahathir 
Mohamad may sign trade, shipping, 
and double- 
taxation agreements when he visits Pe- 

king in the second half of November. 
At a special cabinet meeting lasting 
more than two hours on 6 June, 
Mahathir and his colleagues gave al- 
most complete endorsement to a 200- 
page Foreign Ministry paper seen as a 
“watershed document” in Malaysia's 
often strained and always guarded re- 
lations with the ancestral homeland of 
nearly 40% of its citizens. With 20 
chapters, each concluded by detailed 
recommendations, the paper is, in the 
words of one cabinet official, “the most 
comprehensive assessment ever of Ma- 
laysia’s — and Southeast Asia's — 

most sensitive foreign relationship.” 
The report caps a year’s work by a 
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special task force set up to review rela- 
tions with China (REVIEW, 2 May). 
Chaired by Deputy Foreign Minister 
Sheikh Kadir Fadzir, the high-pow- 
ered, inter-departmental group went 
to work on the orders of another spe- 
cial cabinet session that convened fol- 
lowing former foreign minister Tan Sri 
Ghazali Shafie's eight-day visit to 
China in early June 1984. During the 
past 12 months, officials have gathered 
submissions from the central bank, 
state corporations, private interests, 
government departments and from 
newly formed sogo shosha — style com- 
panies (modelled after Japanese trad- 
ing houses). 3 

Entitled Managing a Controlled Re- 
lationship with the People's Republic 
of China, the report for purely business 
reasons urges loosening some clamps 
on personal contacts which have long 
been an irritant to the Chinese commu- 
nity. From now on, a streamlined com- 
mittee working to a two-week deadline 
will sanction applications for multi- 
ple-entry visas valid for varying 
periods to business people who can 
give evidence of existing commercial 
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Malaysia increases contacts with China for a ‘controlled relationship’ 


An affair of the head 
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ties with China. If they finance Malay- 
sian capital inputs in joint ventures by 
using offshore funds, the visas will 
come even more readily. 

At government-to-government level, 
long-stalled shipping and trade-agree- 
ment negotiations will resume, the 
cabinet has decided. Investment- 
guarantee and double-taxation ac- 
cords (seen as more easy to negotiate) 
could be ready for Mahathir's signa- 
ture in Peking later this year. Theship- 
ping agreement has been in limbo be- 
cause China will not accept stipula- 
tions that Chinese crews remain con- 
fined to designated Malaysian harbour 
areas. Mahathir apparently turned 
down just one major recommendation: 
to set up a joint economic commission 


with Peking. 
E does more than just deal with 
specific concerns: it begins with 
broad-brush political and economic 
overviews, sources said, and it includes 
a finely reasoned prognosis of long- 
term Chinese objectives in Southeast 
Asia. It also tackles head-on a basic 


ut the cabinet-endorsed report 





A bolt out of the blue 


Twin airline disasters linking Canada and India trigger 
a three-nation hunt for two Sikh terrorists 


By Mohan Ram in New Delhi 


he tragic mid-air destruction of an 

Air-India jumbo jet killing all 329 
passengers and crew has focused the 
Indian Government on what may prove 
a grim new terrorist challenge mount- 
ed by Sikh extremists living overseas, 
outside the reach of Indian law. 

The Boeing 747 was bound for 
Bombay from Montreal when it dis- 
appeared from the radar screens of 
the Shannon airport control tower on 
Sunday, 23 June, one hour before a 
scheduled refuelling stop in London. 
Three days later a three-nation com- 
bined air-and-sea search recovered 
the remains of 113 bodies, before Bri- 
tish and US ships abandoned as 
hopeless any further search for the 
more than 200 victims who remained 
unaccounted for. 


Indian officials who flew to Cork, 
Ireland, to examine aircraft wreckage 
recovered from the North Atlantic 
declared that the airliner clearly 
"broke up in mid-air," though it 
could not be said conclusively that 
the explosion was caused by a bomb. 
Irish navy ships continued to search 
for the airliner's “black box" record- 
ers which could confirm the cause of 
the explosion; but the ocean in the 
crash area was judged too deep to 
leave much hope of success. 

Three terrorist organisations — 
two Sikh and one Kashmiri — are 
said to have claimed responsibility 
for the action in statements to US 
news organisations. The All India 
Sikh Students Federation is reported 
to have declared it downed the air- 
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Mahathir: loosening the clamps. 


but rather depressing problem for Ma- 
laysia's policymakers: can any policy 
they devise towards China have much 
effect on its long-term aims? 
Indirectly the paper says "probably 
not," and urges a sensible halfway 
house that combines vigilance with 
commercial opportunism. The task 
force realistically describes conflicting 
tugs on Overseas Chinese loyalties — 
including Peking's use of ethnic com- 


craft to avenge acts of "Hindu im- 
perialism," an apparent reference to 
the Indian Army assault on the Sikh 
Golden Temple last year. However, 
the attack was also reportedly 
claimed by another Sikh group, the 
Dash Mesh Regiment, as well as by à 
Kashmiri organisation, the Kashmir 
Liberation Army. None of the groüps 
is known to be linked to either of the 
other two. New Delhi has not offi- 
cially credited the claims, saying only 
that they are under investigation. 


N onetheless, suspicion of Sikh ter- 
rorist involvement was strength- 
ened by an official Canadian investi- 
gation. This concerned the explosion 
of a luggage container taken from a 
Canadian airliner which killed two 
groundstaff at Tokyo's Narita airport 
on the same day the Air-India flight 
disappeared off the coast of Ireland. 
Although Canadian authorities say 
there is no conclusive evidence to link 
the two incidents, Canadian External 
Affairs Ministry spokesman Sean 
Brady on 25 June described the 
Tokyo bomb as "clearly terrorist." 
The theory guiding both Indian and 
Canadian officials centred on two 
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patriots as go-betweens in its current 
enticement of Taiwan. Malaysian 
Chinese interests in Peking's new 
Shangri-La Hotel, in a Hangzhou re- 
sort and in Peking's new World Trade 
Centre apparently also receive men- 
tion, as do other links. 

The paper's philosophy is said to re- 
flect Mahathir's view that dollars and 
cents must now dominate Malaysia's 
foreign relations. This approach 
gradually is coming to characterise 
other. "special" relationships (for 
example, with Britain and Indonesia) 
and the prime minister is ready to see it 
applied to China despite its perceived 
territorial and hegemonistic designs. 
While Malaysian Defence Ministry 
briefings in recent months if anything 
have adopted a tougher tone, the 
Foreign Ministry view (that commer- 
cial benefits can be obtained without 
dropping Malaysia's guard) has appa- 
rently won the day. Chaired by Home 
Affairs Minister (and Deputy Prime 
Minister) Datuk Musa Hitam, the Na- 
tional Security Council, Malaysia's top 
internal-security mechanism, also has 
endorsed this approach, as has Malay- 
sia's Ambassador in Peking Ahmad 
Kamil Jaffar. Mahathir met Jaffar ear- 
lier this year after the diplomat made a 
detailed tour of China's special econo- 
mic zones in late 1984. 

In urging liberalised commercial 
contacts with China, the paper appa- 
rently employs normal balance of 
trade and correction-of-payments-de- 


Sikh fugitives, Lal Singh and Am- 
mand Singh, wanted in the US on 
charges of plotting to kill Indian 
Prime Minister Rajiv Gandhi during 
his official visit early in June. An Air- 
India spokesman in Tokyo said that 
men with the same initials as the 
fugitives had booked seats on the 
Canadian Pacific flight from Van- 
couver carrying the bomb and plan- 
ned to connect an Air-India flight 
301 which left Tokyo for Bombay 
later that day. 

The US Federal Bureau of Investi- 
gation has said that Lal and Ammand 
Singh may have fled to Canada after 
their alleged co-conspirators were 
arrested in New Orleans. Canadian 
officials say there is no firm evidence 
linking the fugitives to either airline 
incident, but Canadian newsagencies 
reported that a special Royal Cana- 
dian Mounted Police intelligence 
agency had begun a search for the 
pair. In India, Gandhi has also or- 
dered a statewide investigation in 
Punjab for information into the 
background of the two men. 

Almost all of the passengers on 
board the Air-India flight were of In- 
dian origin — according to airline of- 
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ficit reasoning. It also reviews the 
existing, and controversial, Perbada- 
nan Nasional (Pernas) government 
monopoly on imports from China. In- 
terestingly, it uses a rationale similar 
to Washington's justification for de- 
veloping strategic ties with China: Pe- 
king's present policies (and its closer 
ties with Japan and the US especially) 
have pulled China into the interna- 
tional community, thus reducing its 
"de-stabilising" tendencies. But. the 
bad behaviour of earlier years could 
resume at any time, the paper cautions 
— hence a need to build up Malaysia's 
resilience, especially its economic 
strength, including pragmatic re- 
course to the China market. 


hardly at all from Malaysia's 

perennial distrust of China; like 
Indonesia, Mahathir's government 
sees a China ever willing to exert a hid- 
den and, at times, heavy hand in the re- 
gion. Recent negotiations have rein- 
forced this perception. Diplomatie 
sources said in Peking last year that 
Ghazali suggested three ways for 
China to cut off ties with the outlawed 
Communist Party of Malaya (CPM): 
abandon it without more ado, force it 
to "dissolve itself," or issue a state- 
ment repudiating "movements advo- 
cating armed struggle against a gov- 
ernment with which China has proper 
relations.” None of these options has 
been taken up — nor has Chinese 


Ti: cabinet has thus retreated 





ficials, nearly half were Sikhs. Both 
in India and abroad, Sikhs of all 
shades of opinion have expressed 
shock at the tragedy. Jaswant Singh, 
an advocate of an independent Sikh 
state, Khalistan, condemned the inci- 
dent from self-exile in London, say- 
ing that no right-minded Sikh will 
ever think of killing his own co-re- 
ligionists. Jaswant pointed out that 
the pilot, Capt. Narendra Singh, 
was a Sikh. Both Sikh extremist 
leader and father of the late Sant Jar- 
nail Singh Bhindranwale, Baba Jo- 
ginder Singh, and moderate Sikh 
leader Harchand Singh Longowal 
have expressed grief. 

The 23 June tragedy has added to 
India’s fears that the activities of the 
Khalistan extremists have been sus- 
tained from Canada, the US and Bri- 
tain. According to Indian sources, 
Air-India had warnings of hijacking 
and sabotage in mid-May and had 
alerted the Canadian authorities, The 
terrorists, it would seem, acted in 
Canada and as the Times of India 
editorialised: “Their task has been 
facilitated by the could-not-care-less 
approach of the Canadian au- 
thorities.” 
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Foreign Minister Wu Xueqia 
panded on his assertion that i 
“has no relations” with Indonesian or 
Philippine communist parties to in- 
clude a policy statement on the CPM. 

Meanwhile, Peking's intrusion a de- 
cade ago into the Paracel Islands to 
defy Hanoi's claim there still evokes 
fearful memories among Malaysian 
defence planners. “If all its claims suc- 
ceed, Peking's territorial waters will 
extend to within 30 miles of Sabah," 
one said. "It would turn the South 
China Sea into a Chinese lake." 

The practical effect of the policy 
changes may take some time to be felt. 
Many of the 6 June decisions have been 
kept secret, and embassy sources said 
Peking has not received any notifica- 
tion. According to trade officials, 
about 140 of some 250 companies trad- 
ing with China have quietly received 
permission to apply for multiple-entry 
visas over the past 12 months on a case- 
by-case basis. This ad hoc approach 
now has received the blessing of blan- 
ket policy, and many more firms can 
expect similar treatment. 

Three ministries — those of foreign 
affairs, home affairs and trade and in- 
dustry — will form a one-stop commit- 
tee to process applications. Informally, 
the Chinese Embassy is aware that visa 
applications are now coming from 
companies that once needed to partici- 
pate in government-sponsored busi- 
ness tours of China or not go at all. But 
normal personal contacts will continue 
to be closely monitored. In 1983, nearly 
9,000 Malaysian Chinese received 
visas, and in 1984 nearly 14,000, 
mainly for one of three officially ac- 
ceptable reasons: reuniting with rela- 
tives, medical purposes or because 
they were over 65. These controls will 
not be lifted. 


Y ^ na 


hina has been pushing hard for 
C "normalisation." Peking, too, 

stresses the primacy of economic 
interests, ^ but not surprisingly 
downplays security anxieties, speak- 
ing of its CPM links, for example, as a 
"historical" problem destined to fade 
away with time. China's buyers of na- 
tural rubber periodically drop hints 
that orders as large as 10,000 tonnes 
might be placed if Malaysia loosens up 
restrictions on contact. Industry 
sources said Peking has even expressed 
interest in buying the Proton Saga — 
Malaysia's new national car which 
rolls off the production lines later this 
year, 
` Meanwhile, advance work for the 
visit of Chinese Deputy Foreign Trade 
Minister Wei Yuming, who will visit 
Malaysia from 7-14 July, included the 
unusual suggestion that China send 
contract labour to Malaysia to assist in 
civil-engineering projects, including, 
Chinese sources revealed, recent bids 
for road and railway contracts. If seri- 
ous, the offer reveals a poor under- 
standing of the Malaysian Govern- 
ment's political latitude. o 
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Tigers on the prowl - 


A previously unknown terrorist group claims responsibility for a 
series of bombings which took seven lives and wounded 27 


By Kedar Man Singh in Kathmandu 


or the first time in Nepalese history, 

the country’s ancient capital of 
Kathmandu was rocked by a series of 
“well-planned” bomb explosions, ap- 
parently carried out by an anti- 
monarch, anti-democratic India- 
based terrorist group which calls itself 
the United Front (UF) and has been 
nicknamed Tiger Terai. The group, 
which claimed responsibility for the 
bombings which began on 19 June, is 
led by Ram Raja Prasad Singh, a 
former parliamentarian, 

An investigation into the bomb at- 
tacks in Kathmandu and three other 
towns, which left seven people dead 
and 27 wounded, has revealed that the 
group has maintained at least eight 
guerilla training camps 
across Nepal's 640-mile 
open border with In- 
dia. The UF seeks to 
bring down the mon- 
archy and the country's 
partyless system. 

The UF's attacks in- 
cluded bombings of the 
parliament, two places 
near the 80-year-old 
Narayan Hity Royal 
Palace — the official 
residence of King Bi- 
rendra — the five-star 
de L'Annapurna hotel 
and the entrance of the 
central secretariat 
building. The powerful 
explosives were fitted 
with timers set to go 
off one after another. 

The first bomb ex- 
ploded at parliament, 
killing MP Damber Jung Gurung and 
gravely injuring four others — three 
legislators and an accountant. An- 
other powerful bomb placed in the 40- 
year-old National Gallary Hall was 
detected and defused. 

Later still another bomb, packed in- 
side a black briefcase and left near the 
de L'Annapurna hotel's reception desk 
exploded, killing two young women 
and a man. The two bomb blasts out- 
side the palace injured no one but dam- 
aged the palace's outer compound wall. 

Outside Kathmandu, a bomb 
exploded in the terminal building of 
Bhairahawa Airport, 230 miles south- 
west of the capital, injuring three 
Royal Nepal Airlines personnel and 
causing substantial damage to the ter- 
minal. Another bomb went off at 
Dhangadhi and two more were deto- 
nated in Birgunj, a border township 
adjacent to Raxaul at India's northern 





King Birendra: palace hit. 


railhead. Two more bombs were dis- 
covered at the local cinema hall and in 
a gutter behind an army barracks. Yet 
another bomb was defused at the 
Kathmandu government's revenue of- 
fice in Nepalgunj. 

The government of Prime Minister 
Lokendra Bahadur Chand moved 
quickly to curb the violence, arresting 
at least three suspected terrorists. All 
three were carrying explosives and 
other contraband which indicated that 
they may be members of the UF. The 
alleged terrorists told officials that 
they had been given the explosives by 
someone from an Indian border town 
where they maintained the guerilla 
training camps. Two other terrorists 
carrying bombs were 
killed in accidental 
explosions — one at 
Pokhara and the other 
at Birgunj. 

The bombings have 
badly shaken the 
Chand government. 
Anti-Chand parlia- 
mentarians who failed 
to get a sufficient num- 
ber of signatures to get 
a no-confidence motion 
against Chand, strong- 
ly criticised what they 
view as the govern- 
ment's inefficiency and 
incompetence which 
they said resulted in 
the bombing tragedy. 

Former prime minis- 
ter. Surya Bahadur 
Thapa is leading the 
anti-Chand group and 
has claimed that a “new and ferocious 
and most harmful element” had appear- 
ed on the Nepalese political scene. He 
described the terrorists’ act as “con- 
demnable and an act of cowardice.” 

Ironically, the terrorist attacks have 
helped the Chand government deal 
with a month-long anti-government 
political movement demanding the 
dissolution of the 25-year-old party- 
less panchayat system of government 
and a revival of the country's multi- 
party system. The movement was first 
started on 23 May by the banned Nep- 
ali Congress party in a non-violent 
civil-disobedience protest. 

The bombings accomplished two 
things politically: it united a badly di- 
vided parliament against the terrorists 
and forced the predominantly moder- 
ate opposition, including the Nepali 
Congress, to call off the political pro- 
tests. o 
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As you can see, 

Prima Business Class is 
anything but ‘typical’. 
In fact, it invites 
comparison with other 
airlines’ First Class — 
especially in terms of its 
location. Right up at the front of our Boeing 
747s. With only seven rows of extra-wide 
seats, two abreast, and all the on-board 

room you could wish for. 

It has many other first class attractions as well. 
Attentive service and fine Italian cuisine. 


PRIMA BUSINESS CLASS ALITALIA 


9) "- M 


improvement 


A unique 

inflight boutique, 
featuring exclusive 
Italian designer 
products. Preferential 
check-in and priority 
baggage-handling. 
And Alitalia's Thru Check-in multiple boarding pass 
that eliminates unnecessary formalities in transit. 
If your executive position entitles you to 

business class travel, you're entitled to the best. 
Prima Business Class. To Rome, with direct 





connections to Milan and the rest of Italy and Europe. 


Tokyo to Hong Kong, Delhi, Rome. Every Wednesday, Friday, Sunday. 
Singapore to Bangkok and Rome. Every Tuesday and Saturday. 


Prima Business Class 


Alitalia 
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Peking announces the make-up of a drafting committee geared 
to develop a mini-constitution for the British territory 


By Emily Lau in Hongkong 


fter months of speculation and ex- 

pectation, the Chinese Govern- 
ment has finally announced the com- 
position of the Hongkong Special Ad- 
ministrative Region basic-law draft- 
ing committee, which will be responsi- 
ble for writing a constitution for Hong- 
kong which would go into effect in 
1997 when the British territory reverts 
to Chinese sovereignty. 

As promised in the Sino-British joint 
declaration on Hongkong's future,*the 
basic law will incorporate the content 
of the declaration, which says Hong- 
kong will retain its present social, eco- 
nomic and legal systems for 50 years 
after 1997. It will also set out the politi- 
cal system and government structure 
for the SAR, which are only vaguely al- 
luded to in the declaration. 

The drafting committee, headed by 
Chinese state councillor and director 
of Peking’s Hongkong and Macau Af- 
fairs Office, Ji Pengfei, consists of 59 
people, of whom 23 are from Hong- 
kong. This is many more than the 15 
Hongkong members described in leaks 
to the media several months ago. A 
Chinese official said the number of 
Hongkong members was expanded in 
response to public demand in the terri- 
tory for greater participation in the 
basic-law drafting process. 

Of the 23, five are regarded as pro- 
China. The official said the pro-China 
elements are “not useful,” meaning 
that in order for Hongkong people to 
have confidence in the drafting com- 
mittee, it should include as many peo- 
ple viewed as independent as possible. 
Two seats have also been reserved for 


' pro-Taiwan people, who have so far 


declined to be involved. 

The committee has eight vice-chair- 
men, including some prominent Hong- 
kong businessmen such as shipping 
magnate and chairman of Worldwide 
Shipping group Sir Yue-kong Pao, in- 
dustrialist Tse-kai Ann, who is also à 
member of the standing committee of 
the Chinese People's Political Consul- 
tative Conference (CPPCC), and chief 
manager of the Bank of East Asia, 
David Li. The director of the official 
Xinhua  newsagency's Hongkong 
branch, Xu Jiatun, who is a member of 
the Chinese Communist Party Central 
Committee, and the publisher of the 
pro-China newspaper Ta Kung Pao, 
Fei Yimin, who is a member of China's 
National People’s Congress (NPC) 
standing committee, are also vice- 
chairmen. 

The rest of the Hongkong members 
include: three more businessmen; 
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three lawyers, one of them unofficial 
(non-civil servant) member of the Exe- 
cutive and Legislative councils Maria 
Tam; property tycoon and chairman of 
Cheung Kong Holdings Li Ka-shing; 
"patriotic" businessman and bil- 
lionaire Henry Fok and other promi- 
nent Hongkong citizens. 

Conspicuously absent is the Execu- 
tive Council's (Exco) senior unofficial, 
Sir Sze-yuen Chung, who has said he 
would be prepared to serve on the com- 
mittee, It is understood Chung was not 
originally considered because Chinese 
officials thought he would be retiring 
from Exco. However, when Xinhua of- 
ficials learned that Chung had been 
reappointed for three more years, they 
added his name to the list. 

An official Chinese source said 
Chung was later dropped because 
some Xinhua officials objected to him, 
saying he does not command the sup- 


. port of some Hongkong businessmen 


and is unpopular with the news media. 
However, when Xu was in Peking to 
attend the NPC standing committee 
session which approved the final list, 
he made an attempt to reinstate 
Chung, but failed. 

The 36 members on the Chinese side 
include 11 legal experts, 10 "well- 
known people" and 15 Chinese offi- 
cials, including  Vice-Minister of 
Foreign Affairs Zhou Nan, who led the 
Chinese team during the Sino-British 
negotiations on Hongkong's future. 
Also included are officials from the 
two Hongkong and Macau offices, 
which are under the State Council and 
the Foreign Ministry. Some observers 
in Hongkong said the Chinese officials 
will be the real drafters, the rest will 
just be “window dressing.” 


Chinese-language newspaper, the 

Hongkong Economic Journal, said 
most of the Hongkong members repre- 
sent vested interests and their primary 
function will be to help tone down sen- 
sitive clauses in the basic law which 
may be disturbing to the public in 
Hongkong. 

The drafting committee membership 
was approved by the NPC standing 
committee and officially announced on 
18 June. But the list of Hongkong 
members was leaked nearly two weeks 
before that. Reaction was muted. Chau 
Lo-yat of the New Hongkong Society 
(NHKS), an opinion group, said many 
people and groups in Hongkong are 
unhappy with the selection but decline 
to openly voice their dissatisfaction, 
either because they do not want to be 













i Pao; David Li: emphasis on business. 








accused of sour grapes, or do not want 
to incur Peking's wrath or simply feel 
that what they have to say would not 
make any difference. 

The NHKS said there was too much 
emphasis on the business and indus- 
trial sector, and too little representa- 
tion from grassroots civic groups. It 
also criticised the old age of many 
members. The average age is 62. The 
NHKS said the number of Hongkong 
members on the committee should be 
gradually increased from the present 
39% to more than 50%, adding more 
young people, and grassroots organi- 
sation representatives, 

Some critics of the drafting commit- 
tee said Peking appears to be more 
conservative than the Hongkong Gov- 
ernment in its willingness to share 
even limited power with the public. 
Lau Shing-hon of the newly formed 
Association for Democracy and Jus- 
tice, a political organisation, said if 
one compares the Hongkong members 
of the drafting committee with the 
Hongkong Government's functional 
constituencies — the handful of 
selected business, financial, industrial 
and professional bodies who are to be 
allowed to elect representatives to the 
Legislative Council in September — 
one can see the Hongkong Government 
has agreed to allocate four seats to 
grassroots organisations, including 
one seat for social workers, but Peking 
has only conceded two. 

On the public reaction to the draft- 
ing committee’s membership, Lau said 
the public in Hongkong may be experi- 
enced in exerting pressure on the 
Hongkong administration but are not 
yet sure about how to deal with Peking. 
Many are uncertain of China's 
threshold of tolerance, which is ex- 
pected to be lower than the Hongkong 
Government's. However, Lau said the 
public in Hongkong must learn to 
make reasonable demands of China 
and be prepared to stand up for their 
rights. o 
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When one is prepared for adversity, 
one can rest with true peace of mind. 


BankAmerica Travelers Cheques. 
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Announcing the bank for todays 


Four years ago, First Interstate 
Bank unified 21 banks into a 
single retail system across the 
Western United States. The move 
gave people more banking con- 
venience than ever before. 
Today, we announce First 
Interstate Bank, Ltd., a bank 
devoted to corporate financial 
needs. This move is designed 
to help you succeed in today's 


highly competitive climate. 
Specifically, First Interstate 
Bank, Ltd. delivers to you three 
major integrated capabilities: 
wholesale banking, capital mar- 
kets, and investment services. 
And, because we are a wholly 
owned subsidiary of First Interstate 
Bancorp, the eighth largest bank- 
ing company in the U.S., you can 


benefit from the resources and 


sophistication that come with 
$46 billion in assets. 

In wholesale banking, as before, 
we offer distinctive strengths as a 
knowledgeable and creative lender. 
Also, our multistate and multi- 
national network has propelled us 
to leadership in cash management 
and trade finance throughout the 
Pacific Rim. 

We give you a strong capital 
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corporate climate. First Interstate Bank, Ltd. 


markets group, with specialized 
officers in Los Angeles, Chicago, 
New York, London, Hong Kong 
and Tokyo. We can access sizable 
funds anywhere in the world for 
capital markets clients. And we 
can tailor any number of services 
to your needs—including foreign 
exchange, securities advisory and 
placement services, interest rate 
and currency swaps, and more. 


Finally, our investment services 
group is organized to handle com- 
plex investment needs. It brings 
you the zest and specialization of 
small entrepreneurial firms, with 
the breadth and credibility of 
large portfolio managers. It also 
combines with First Interstate's 
institutional trust capabilities to 
provide corporate trust, employee 
benefit trust, and custodial 


services. 

So if you find the business 
climate stormy, contact your near- 
est First Interstate Bank, Ltd. 
officer. We ve done something 
about the weather. 


P4 s Interstate 


bank LI. «o 





AT DUNHILL,IT TAKES MORE 
THAN JUST TIME TO DESIGN A WATCH. 
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The design of a Dunhill product doesn't stop at the drawing board. 
Every item that bears the Dunhill name is produced from the finest materials and brought to life by 
the finest craftsmen. 





] he Dunhill Watch. It took 10 years to produce the first Dunhill watch. Today, cach face is meticulously 
enamelled over six days and then hand polished before the numerals are added. A time consuming process, admittedly, but one 
that Dunhill and their Swiss craftsmen will continue to adhere to. 


ALFRED DUNHILL’S PHILOSOPHY: 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY. IT MUST BE BEAUTIFUL. N 
IT MUST LAST. IT MUST BE THE BEST OF ITS KIND. 
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Breaking a habit \ 





Using his trip to Washington, the Japanese defence chile 
announces a military budget which exceeds the 1% GNP limit 


By Bruce Roscoe in Tokyo 

ven while Japan claims it has no in- 

tention of becoming a military 
power, its defence build-up is being 
pursued more aggressively. The once- 
sacred limit on defence spending to 1% 
of gross national product will almost 
certainly be broken before the end of 
the year. Moreover, defence officials 
here appear to be systematically leak- 
ing information on the next mid-term 
build-up, accustoming the public to 
the idea of a bigger national arsenal. 

Following the 7-17 June visit to 
Washington of the director-general of 
the Japan Defence Agency, Koichi 
Kato, press reports — which no offi- 
cials have disputed — have ventured 
that the 1986-90 build-up will cost 
something in the order of ¥19 trillion 
(US$77.55 billion), or about ¥3.8 tril- 
lion a year. That compares with a de- 
fence outlay of ¥3.13 trillion for the 
year beginning 1 April 1985, account- 
ing for 0.997% of projected GNP. This 
means a 6-7% per annum growth in de- 
fence spending. Although this only 
maintains.the growth rate of defence 
spending over the past several years, 
continuing such a rate into the 1990s 
will inevitably push defence spending 
well above 1% of GNP. Even if wea- 
pons procurement is not stepped up, it 
will now only take the new wage order 
for civil servants, due this October, to 
break the 1% barrier. 

"Kato has ratcheted the whole 
[build-up] process ahead by a click or 
two to bring out certain procurement 
goals that have never been mentioned 
before publicly," said an American de- 
fence  strategist in Tokyo. "He 
specified some procurement goals — 
over-the-horizon radar, air defence 
ships — big-ticket items that had not 
surfaced officially as being on the 
minds of the Japanese defence estab- 
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lishment." As a further sign of a new 
hawkishness on defence, Prime Minis- 
ter Yasuhiro Nakasone, according to 
media reports, is not about to wait for 
the wage order alone to smash the 1% 
barrier, preferring to take the bull by 
the horns and announce the cost of the 
new build-up in July. 

The 1986-90 plan, which technically 
is not a five-year plan but an internal 
document related to year-by-year bud- 
geting, is intended to cap the 1976 De- 
fence Programme Outline, essentially 
an outline of the military preparations 
Japan would need to repel a “small in- 
vasion.” To this has been added, by 
former prime minister Zenko Suzuki 
in 1981, the goal of defending up to 
1,000 nautical miles of Japan’s sea- 
lanes. 


n talks in Washington with US De- 

fence Secretary Caspar Weinberger, 
Kato reportedly said Japan was 
“studying the introduction” of over- 
the-horizon radar with a range of 4,000 
km, early-warning aircraft, and Aegis 
ship-borne missile systems. Before 
Kato had returned to Tokyo, the 
Maritime Self-Defence Force an- 
nounced it was seeking to purchase 
Lockheed P3AEWC AWACS (airborne 
warning and control system). These 
have à cruising range of about 7,800 
km, or three times the range of the 
Grumman Corp. E2C airborne early 
warning aircraft already purchased 
by the Air Self-Defence Force. 

US officials in Tokyo hold the view 
that Japan is not backsliding on its 
1976 defence programme, though there 
is some concern over the pace of the 
build-up. “I do not think there is any 
question of the Japanese abandoning 
their goals," said one. "There have 
been some changes in the thrust [of the 
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1976 outline], but the main procure- 
ment lines have not been changed in 
terms of the number of planes or ships" 
Japan plans to buy. 

US senators, however, appear still 
be to betying the bilateral trade imbal- 
ance issue to defence, employing the 
emotionally pleasing argument that 
Japan is using its savings on defence to 
overwhelm the US on trade. 

While Kato was still in Washington, 
the US Senate voted 88-7 to approve à 
resolution charging that Japan had not 
honoured its defence commitments. 
The non-binding resolution, attached 
to an appropriations bill of the State 
Department, was timed to embarrass 
Kato and "send a message" to Tokyo 
that its defence spending should be 
even higher. 

Roo Watanabe, who chairs the 
foreign policy committee of the Demo- 
cratic Socialist Party, which adopts an 
equally if not more hawkish stand on 
defence as the ruling Liberal Demo- 
cratic Party, privately termed the re- 
solution “discourteous” and a “slap in 
the face" for Kato, especially coming 
as it did a day after the Pentagon had 
said in a statement that "both sides 
now recognise what needs to be done" 
in defence. Watanabe also dismissed 
the resolution, saying, "The senators 
are just politicians thinking about 
their constituencies. " 

At the government level, the truth of 
the defence relationship seems to be 
that the US and Japan, in fact, are 
closer than ever. Since the setting up of 
the 1978 US-Japan defence coopera- 
tion guidelines, defining roles and mis- 
sions that would be divided by the two 
countries in military operations, there 
has been a substantial increase in joint 
planning, "inter-operability" studies 
and joint exercises. “All of these small 
concrete things between both military 
establishments have given the alliance 
a lot more substance," said one US of- 
ficial. 

Some Japanese observers find the 
relationship too close. In à commen- 
tary on the 1986-90 plan, the daily 
Asahi Shimbun noted that Japan's 
military gearing was becoming less de- 
fence-oriented and more a part of US 
strategy towards the Soviet Union. pD 
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E Khomeini's revolution brings pride and purpose but no peace 


he deadly victory 









... By James Clad in Teheran 


Ex ix-and-a-half years have now 
S passed since Ayatollah Ruhollah 
Khomeini returned in triumph to 
this city to launch the Islamic Revolu- 
tion. Khomeini never promised an easy 
road to the religious "vice-regency" 
. government charted in his books and 
= preaching. And while the changes he 
_ inspired have brought pride and a re- 
 newed sense of national purpose to 
many Iranians, they have not brought 
much peace to this oil-rich country of 
42 million people straddling South and 
West Asia. 
Apart from warring against other 
one-time enemies of late shah Reza 
— Pahlavi such as the Tudeh (com- 
munists) and the Mujaheddin-e-Khalq 
(MKO), the Islamic Republic has bled 
without cease in a destructive and 
- stalemated war started by Iraq in Sep- 
tember 1980. An awesome toll of dead 
flowed from the years of struggle 
= against the shah's repressive regime 
and since its collapse. "Only 40,000 
martyrs" fell in the struggle against 
the shah, a regime enthusiast said 
rather apologetically. Thousands of 
people were executed by revolutionary 
courts after the revolution and 20,000 
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Rafsanjani: greater gains. 
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died in street battles with the MKO 
during 1981-83, according to the re- 
gime's own figures. 

Dissidents continue to kill. On 14 
March, 14 Vines died in a bomb blast 
during à Téhéran Friday prayer meet- 


number died a 
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nth laférat R lutionary Guards 
dquarters dh * eran. MKO sym- 
pathisers Tha ted Tudeh (the 


late the “prisons, — Teheran's 
notorious Evin jail. 

But the war remains the greatest 
consumer of lives — at least 150- 
200,000 have died at the Iraqi front, 
probably many more. The numbers are 
mostly diplomats' guesses. The regime 
itself ventures no figures, calling all 
post-revolutionary victims excepting 
its opponents shahid, or martyrs, 
guaranteed a place in paradise. 

In this atmosphere, Iran's greatest 
achievement may be to have survived 
relatively intact. No one starves in the 
Islamic Republic. Its oil industry con- 
tinues to function. Within a narrowly 
defined arena and spurred by a virtual 
compulsion to vote, parliamentary 








been 
and a presidential 
election is coming up in July. Debate in 
the parliament is vigorous. Despite the 
war, some halting development has oc- 
curréd. The regime is trying to end its 


elections (held twice) have 


reasonably fair, 


diplomatic isolation, notably by an 


opening to Asia. 


But the bitter struggles have 
exhausted many Iranians. Even the 
revolution’s most obvious  be- 
neficiaries, the mostazafin — “a 


Koranic term Khomeini usés to mean 
the oppressed — by most accounts are 
troubled, their enthusiasm slowly 
eroding under the weight of war and 
economic stagnation. 


wer to the present adversity — hang 

on and out-exhaust the Lraqis. “The 
Imam [Khomeini] has said Iran will 
fight for 20 years if need be to oust 
[Iraqi President] Saddam Hussein,” 
one Iranian said. “So it's five down and 
15 to go,” he joked cynically. But 
hardship is stretching patience paper- 
thin, and even some regime officials 
privately accept that the revolution 
has lost some of its lustre. 


: ran's government has only one ans- 


Distrust of Soviets will 


outlast that of 'Satan' 


«t Do appearances, Iran's po- 

licies in central Asia generally 
are serving Western interests.” This 
observation came from one diploma- 
tic observer in Teheran who sees “ob- 
vious Soviet discomfiture at recent 
Iranian initiatives" behind a veneer 
of better relations between Teheran 
and Moscow. 

Part of this veneer looks subsian- 
tive. An example of friendly steps 
taken by Moscow was the unilateral 
announcement in January that an 
economic-cooperation agreement be- 
tween the Soviet Union and Iran 
could be “resuscitated” any time if 
Iran's majlis (parliament) re-ratifies 
the now-frozen 1974 agreement. In 
April, Iran's influential 


Foreign Minister Kazembur Ardebili 
saw Soviet Foreign Minister Andrei 
Gromyko in Moscow for two hours, 
winning Soviet concessions that in- 






Deputy. 


cluded overflight rights for Iran's na- 
tional airline, Iran Air, as well..as 
promises of more technical coopera- 
tion. 

In return, diplomats have detected 

a move by Iran to slow down supplies 
to the million-plus Afghan refugees 
now living in Iran. Shortly after 
Ardebili's visit, "Down with the 
Soviet Union" slogans vanished from 
the outside walls of the Soviet Em- 
bassy in Teheran, a gesture which 
diplomats read as an effort to take the 

chill off relations. 

But that is as far as things go, ac- 
cording to a variety of sources here. 
Diplomats point out that Ardebili's 
trip was arranged promptly after the 
March visit to Teheran by a high- 
powered Chinese delegation led by 
State Councillor Zhang Zingfu which 
agreed to increase total, trade be- 
tween the two countries from US$250 
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But they are more circumspect about 
the crucial question: does Khomeini's 
strict theocracy still have appeal? 
Upper- and middle-class grumblers 
(bridling against strictures on alcohol 
or even flirting) abound in Teheran, 
but their views must be tempered by a 
heavy dose of scepticism. Minority 
groups with little or no inherent in- 
terest in a Shia theocracy the 
Baha'is, Kurds, Christians and others 

have their grievances, but they too 
(as the regime has made abundantly 
clear) can be ignored 

What cannot be so easily explained 
away are signs of dismay from the rev- 


million to US$600 million and con- 
sider a request from Teheran for 
weapons sales. 

The sources also see little chance of 
Moscow quickly overcoming deeper 
sources of mutual distrust that date 
from Tsarist power plays in the 19th 
century. Nor have the two countries 
begun to resolve weighty disagree- 
ments, such as Iran's severing natural- 
gas deliveries to the Soviet Union 
after the Islamic revolution and the 
steady Soviet supply of arms to Iraq. 
Speculation in the West that gas de- 
liveries might be resumed seems mis- 
placed. A senior Soviet diplomat pri- 
vately said in May that “no negotia- 
tions are going on [for the resumption 
of gas delivery], nor will there be any 
in the near future." 


"ES" can see Iran's conciliatory 
moves towards the USSR as a 
sideshow to more substantive steps it 
has taken to cultivate the Chinese," 
one source remarked. A trip to Peking 
and Tokyo at the end of July by in- 
fluential Muslim cleric and speaker 
of parliament Ali Akbar Hashemi 
Rafsanjani and Foreign Minister Ali 
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Khomeini; Women's Day procession in Teheran: exhausted by war and economic stagnation. 





olution's heartland from Isfahan, 
Tabriz, Yazd or the region surrounding 
the religious city of Qom. In these towns 
and villages, the legitimacy of the mul- 
lahs may be under strain as sons con- 
tinue to be killed and wounded in the 
war and sons at home increasingly 
cannot find work. 


cattered and incomplete accounts 
suggest the regime faces recurrent 
unrest. Politically motivated 
strikes at two metal factories near 
Isfahan broke out late last year. Dem- 
onstrations in Dolatoabad, in south 
Teheran, shook the authorities’ con- 


Akbar Velayati promises greater 
gains in weapons and trade. 

The most dramatic growth in Iran's 
trade since 1979 has not been with the 
Soviet Union or China, but rather 
with Pakistan and Turkey, two US 
allies. The three countries have re- 
vived a largely ceremonial economic 
grouping from the shah era, the Re- 
gional Cooperation and Development 
Organisation and re-named it the 
Economic Cooperation Organisation 
(ECO). The Teheran-based ECO sec- 
retariat started work in April with 
four "functional committees" (ag- 
riculture, communications, industry 
and education and science) which 
will meet periodically at deputy 
foreign minister level. 

While ECO secretary-general and 
Turkish diplomat Behcet Turemen is 
known to be sceptical of quick pro- 
gress, the almost 10-fold increase in 
Pakistani and Turkish trade with 
Iran is not a source of comfort to the 
Soviet Union, which fears a free-mar- 
ket bloc of states to its south. En- 
hancing the impression of Soviet un- | 
ease about the ECO, reliable sources | 
quote the US Ambassador in Is- | 











fidence in early May. In the same week, 
Iranian Arabs in the important oil- 
drilling city of Ahvaz held demonstra- 
tions with an anti-Persian, ethnic 
slant. 

Growing numbers of army-age men 
flee to Pakistan and Turkey. Heeding a 
call from former prime minister 
Shahpour Bakhtiar, now in exile, more 
than 100,000 motorists created a "poli- 
tical traffic jam" on a Teheran 
boulevard on 17 May, tooting their 
horns for many minutes. Other dem- 
onstrations occurred in early June. 

Yet it is not clear how threatening 
these events are. The regime, after all, 


lamabad, Deane Hinton, as speaking 
approvingly of the ECO because "it is 
very important that Pakistan does 
not become isolated in South Asia." 

At the back of the Iranian-Soviet 
relationship lies the “1917 factor." 
No matter what their political per- 
suasion, Iranians remember that 
parts of Soviet Caucusus and Turkes- 
tan — including the cities of Baku 
near Azerbaijan and Bakhara in the 
Uzkeli — once belonged to Persia. 
Soviet leaders are understandably 
touchy about even a hint of Iranian 
irredentism. 

The Soviets also look nervously for 
any signs that the Islamic revolution 
has spread to their predominantly 
Muslim southern republics. Iran still 
maintains its radio broadcasts to 
these high-population growth re- 
gions. Moscow  reciprocates by 
broadcasting its own propaganda to 
Iran. For the time being, observers 
believe Iranian distrust of the Soviet 
Union is likely to persist long after 
the Islamic revolution's obsession 
with the US, referred to as the 
"Shetanebuzur" (Great Satan), fades 
into history. — JAMES CLAD 
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"t has survived a much more intense and 


well-organised campaign by the MKO, 
* predictions of the Islamic Repub- 

c's imminent demise must be treated 
with caution. By all accounts there is 
almost no wish for a return of the 
monarchy. In a country where half the 
population remains illiterate and 
where the grip of Shia Islam is long and 
strong, the bulk of Iranians (so conven- 
tional wisdom goes) are well equipped 
to cope with reversals. Many in the re- 
mote countryside discern no obvious 
decline in living standards since 1979. 
A few might even find life marginally 
better: the regime has brought some, if 
not many, amenities to rural areas, 
especially electricity. 

The regime's grip on the internal- 
security apparatus and levers of con- 
trol also seems secure. The Gulf war 
(and the less-visible struggle agaipst 
the perennial Kurdish revolt) totally 
absorbs the armed forces. This in turn 
gives credence to the cynical belief that 
continuing the war has the benefit of 
tying up potential power-brokers and 
keeping them at arm's length. The war 
also “sops up the unemployed,” as one 





INTERVIEW/ALI AKBAR VELAYATI 


'eheran: ‘the Islamic Republic is here to stay." 


Iranian official brutally — but accu- 
rately — put it. 


three main elements: the pre-1979 

regular army, the Revolutionary 
Guards and the Baseej — a poorly 
trained militia suffering huge losses in 
the war. (A man surviving a Basee] tour 
of duty at the front is called a "living 
martyr.") A small air force and rather 
larger navy also have their own 
jealousies and resentments. Some Ira- 


T: armed forces now comprise 


Dispelling fear with 
‘proper diplomacy’ 


pa is suffering from a case of ex- 
treme diplomatic isolation, much of 
it self-inflicted. Even in dealings with 
faraway Asian countries the Islamic 
regime still faces distrust and incom- 
prehension. 

But a small number of key officials 
in Teheran are pressing ahead with 
their own, Iranian-style “Look East” 
policy. By cultivating Asia they aim to 
lift sagging export earnings as well as 
win more friends. On both counts the 
pony is showing results. Major dip- 

atic exercises are underway, in- 
cluding ministerial visits to and from 
Southeast Asia and top-level Iranian 
contacts with Tokyo and Peking. 

In an interview, Foreign Minister Ali 
Akbar Velayati spoke about the pro- 
cess. Iran’s ties with Asia, he said, are 
"part of our high priority given to rela- 
tions with Third World and developing 
countries. We attach great significance 
to our relations with Asian countries 
which constitute over half the world's 
population. 

"Prior to the revolution, our econo- 
mic relations with these countries con- 
stituted only 4% of total trade,” he 
said, "but now this figure has jumped 
to 24%, which really shows a rapid ex- 
pansion.” Velayati has witnessed 
much of this growth himself, hav- 
ing held his job for four years — a 
long haul by standards of political 
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longevity in post-revolutionary Iran. 

Although Velayati was at pains to 
stress that “the Islamic Republic does 
not plan its relations with other coun- 
tries purely on economic considera- 
tions,” his impending visit to Peking 
and Tokyo i in July, together with Majlis 
(parliament) Speaker Ali Akbar 
Hashemi Rafsanjani (REVIEW, 13 June) 
shows where his priorities lie. “Proper 
economic relations are an essential 
factor in establishing ties” with Asia, 
he said, adding that “East Asia is espe- 
cially important to us, as the countries 
there enjoy a high degree of industrial 
and technical advancement.” 

Velayati's remarks showed he in- 
tends concentrating on ties with East 
Asian countries, especially those 
which have bought much more Iranian 
crude oil since 1979. But he also said 
Iran in future will be *expanding" ties 
with Southeast Asia, a region where 
Iran's Islamic mission has caused the 
most concern. Velayati seemed op- 
timistic about overcoming suspicions 
there. “There are extensive areas for 
further cooperation," he said flatly. 

"The Southeast Asian countries 
should not worry so much about us,” 
Foreign Ministry Economic Affairs di- 
rector-general Seyed Adili said. Refer- 
ring to Asean countries’ anxiety over 
the export of the Islamic revolution 
from Iran, Adili (who also heads Iran's 





nians even fear "another Beirut" if 
these forces, armed but de-mobilised, 
descend on Teheran after a peace 
agreement with Iraq. 

In economic affairs the regime ex- 
plains shortcomings by pointing to 
"normal," revolutionary upheaval, in- 
experienced public managers, world 
recession, stagnant oil prices and 
above all, to the haemorrhage-like 
drain of the war. In its national ac- 
counts, Iran's dependence on oil ex- 
ports (virtually the sole source of 


Coordinating Committee on Foreign 
Economic Relations) acknowledged 
"that some of our enthusiasts have 
caused us problems." But he added 
that "proper communication at the top 
level" is slowly putting matters right. 

To hear the Iranians tell it, “proper 
diplomacy" — a favourite phrase — in- 
creasingly characterises Teheran's re- 
lations with all of Asia. "Unfounded 
fears" in Indonesia and Malaysia 
about Iranian intentions are gradually 
subsiding, they say. Yet for all that, 
Asian countries making the most head- 
way here possess little or nothing by 
way of Islamic credentials. 

Thailand and Singapore for example 
receive praise for their “business-like” 
dealings. China, both Koreas and India 
also capitalise on their growing com- 
mercial ties with the revolutionary re- 
gime, while Japan has become Iran's 
second-largest trading partner. 


ran's relations are more troublesome 

with countries which have a Muslim 
majority. Although the Iranians say 
Indonesia is now conducting its rela- 
tions "properly" (earlier this year 
Jakarta sent Trade Minister Rachmat 
Salleh to Teheran), other co-religion- 
ists in Southeast Asia receive fewer 
plaudits. 

Nonetheless, the overall picture is 
one of steadily improving relations 
with much of Asia after the low point 
reached in the immediate post-revolu- 
tionary period. The many security and 
commercial interests shared by Iran 
and Pakistan have resulted in cordial if 
not especially intimate ties. The regime 
has also warmed to Bangladesh which 
recently asked for Iranian joint-ven- 
ture investment. Only Malaysia, by 
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Hussein: must go. 


foreign exchange and government re- 
venue) and on food imports is proving 
painfully difficult to change. 

Yet despite expectations that the 
revolution would founder in an econo- 
mic morass of its own making, the Ira- 
nians have muddled through, keeping 
their oil industry going and providing, 
through rationing and price supports, a 
minimum food security — something 
that never existed under the shah's re- 
gime. While not flourishing, the bazaar 
merchant class has survived. 





Velayati: Asian ties high priority. 


Iranian accounts, seems to place "too 
much importance on our rhetoric and 
not enough on normal state-to-state 
relations," as a Foreign Ministry offi- 
cial put it. 

Privately the Iranians accept, how- 
ever, that their revolutionary message 
makes "normal" relations more dif- 
ficult with virtually everyone in 
Asia, especially with predominantly 
or significantly "Muslim" countries. 
Asian countries with which Muslims 
form a majority include Bangladesh, 
Indonesia, Pakistan, Afghanistan, 
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asic necessities, such as 

nsport, receive government sub- 
sidies, and the regime is pushing ahead 
with major hydroelectric and other 
power-generating schemes — though 
some  gas-fired stations, such as 
Loshan near the Caspian Sea, have 
been destroyed by the MKO. 


not been alleviated, however, and 

the drift to the cities may even 
have picked up speed since 1979. In- 
cluding war refugees and other recent 
migrants, Teheran holds as many as 12 
million people — over 25% of the coun- 
try. 

But while it is fair to blame stag- 
nation on the war 'and on hostility 
from the US, Iranians increasingly ask 
why the struggle against Iraq con- 
tinues — especially as Iran's 1982 
victories evicted virtually all invaders 
from its territory. But the government 
will not bend: the regime of Hussein 
in Baghdad, and the Ba'athist party 
behind it, must go. The other de- 
mands — reparations, apologies, the 
future of Iraq's Shia community — 


ü y most accounts, rural poverty has 


Maldives, Brunei and, per- 
haps, Malaysia. There are 
sizable Muslim minorities 
in China (about 20 million), 
Burma (1.5 million), India 
(approximately 85 mil- 
lion), Sri Lanka (1.25 mil- 
lion) and Thailand (2.3 mil- 
lion). 

The Iranians seem unable 
to present a consistent and 
reassuring foreign policy to 
many of these countries. 
Teheran's government-con- 
trolled newspapers, for 
example, gratuitously anger 
resident embassies (which 
include posts from Malay- 
sia, Indonesia, Pakistan and 
Bangladesh), despite the 
Foreign Ministry's let's-be- 
grown-up approach. 

Recent editorials have 
criticised Islamabad for 
being too “soft” with the 
Soviet occupation of Af- 
ghanistan, slammed Dhaka 
for “permitting conversions 
of 1 million Bangladeshis” 
to non-Muslim faiths and 
thumped Jakarta for “allowing” a 
Christian (Gen. Benny Murdani) to 
serve as armed forces chief in a coun- 
try which is 90% Muslim. In April, 
Kuala Lumpur took a beating from 
Iran's press for a decision forbid- 
ding women civil servants and stu- 
dents to wear the "purdah" face-cover- 
Ing, 

A speech in April by Malaysian Pub- 
lic Enterprises Minister Datin Paduka 
Rafidah Aziz justifying this decision 
earned a dismissive reaction by one 
Teheran newspaper. It described her as 
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are negotiable. Hussein's future is not. " 


There is no shortage of analysts in 
and outside Iran confidently awaiting 
the Islamic revolution's demise. Some, 
not only in the West, deeply fear its re- 
ligious assertiveness — a message that 
some in South and Southeast Asia still 
find appealing. Americans especially 
cannot abide their country's ignomini- 
ous eviction by the revolution. All pro- 
fess to see the Khomeini-inspired state 
as a gross aberration and many believe 
it will fail and in future Iranians will 
reject any political role for the clergy. 

But almost all sources contacted by 
the REVIEW dismissed observations of 
this kind as “wide of the mark.” An 
Asian diplomat with long experience 
here noted: “To describe this country 
as groaning under the weight of religi- 
ous oppression is a gross error.” Wait- 
ing in the wings after Khomeini's de- 
parture will be other clerical leaders, 
he added. Most sources agreed that 
very few policy changes will follow 
Khomeini’s death. “The Islamic Re- 
public, for better or worse, in one guise 
or another, is here to stay,” the same 
source said. oO 





speaking with “a thick layer of make- 
up, with manicured hands and nails 
and a modern hairstyle — without any 
traces of hijab [Islamic covering for 
women].” 


othing slows down Iran's “opening 
to Asia" more than the style of the 
regime. Its constant vilification of à 
large list of enemies weakens the ap- 
peal of its non-aligned rhetoric. Its 
bad-tempered stance towards the 
great powers also causes uneasiness, 
even among Asian countries that might 
secretly share this opinion. The US 
Embassy in Teheran remains a Revolu- 
tionary Guards' camp while the re- 
gime’s propaganda, at home and 
abroad, still portrays the Americans as 
the world's number one, off-stage vil- 
lain. Contempt for the Soviet Union is 
voiced through a steady stream of 
ridicule and invective. 

More substantially, revolutionary 
enthusiasts outside the government 
structure undercut the Foreign Minis- 
try's pragmatic line by, for example, 
financing representatives in Teheran 
of Thai Muslim insurgent organisa- 
tions and propagandising among po- 
tential converts. Yet for the moment at 
least, the "pragmatists" seem ascen- 
dant in the Foreign Ministry, the offi- 
cials of which are trying to build ma- 
ture, working relationships in Asia. 

"Outside their immediate war con- 
cerns, some of them are trying to strike 
a soft-voiced, pragmatic and business- 
like tone in their diplomacy, particu- 
larly in Asia," a diplomat commented. 
"If their militants allow them to shed 
the revolution's strident tone, their 
foreign policy might someday have 
more appeal," he added. | — JAMES CLAD 
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espite incomprehension and even 

fear of the Islamic revolution 
around Asia, Iran's ties to this region 
have grown stronger since 1979. East 
and South Asia were already in the 
Iranian market by the time of the re- 
volution and their traders have done 
better since. But the Southeast Asians 
have only just started to take the coun- 
try — with imports worth US$25 bil- 
lion a year — seriously. 

In South Asia, Pakistan has watched 
its trade with Iran jump almost 10-fold 
since 1979. Annual two-way trade now 
totals US$400 million. Together wi&h 
Iran and Turkey, Pakistan belongs to 
the newly formed Economic Coopera- 
tion Organisation, headquartered in 
Teheran. In return for its oil liftings 
and purchases of lesser products (car- 
pets, caviar, fruit and pistachio nuts), 
Islamabad has become a big wheat and 
fertilisers supplier. 

The Trading Corp. of Pakistan and 
National Fertiliser Marketing Ltd are 
taking increasing bites of Iran's large 
fertilisers market. Iran's Fertiliser 
Distribution and Pesticide Production 
Corp. (one of 14 state corporations 
doing most of the country's bulk im- 
Eng) privately reckons this trade 

as now reached 150,000 tonnes a year. 
A proposed joint-venture shipping 
corporation between the two countries 
is now before the Iranian majlis (par- 
liament), and Teheran recently agreed 
to sell 100 Iranian-assembled Mer- 
cedes buses to Islamabad. 

Iran's commodity purchases from 
other South Asian countries are much 
smaller. Bangladesh privately has 
asked for Iranian joint-venture invest- 
ment in a planned jute mill that will 
sell this product to Iran. Iran has sent 
some food aid recently. Iran's sales to 
India reached US$25 million in 1984- 
85, and a joint Indo-Iranian Shipping 
Line Ltd now operates 14 ships, ac- 
cording to Iran's Trade Ministry. 

Iran maintains two large invest- 
ments in India — a smelter and an oil 
refinery in Madras — and is seeking 
more Indian industrial expertise. 
Meanwhile, India's Deputy Oil Minis- 
ter Rham Krishna visited Teheran in 
March to talk about lifting Indian oil 
purchases; but information is scanty. 

In East Asia, and indeed on a global 
scale, Japan stands out as a special 
case. This country has run a close sec- 
ond to West Germany in Iranian and 
OECD trade data, and its companies 
have become Teheran's largest oil 
buyers. But in the tepid world oil mar- 
ket, Japanese firms now force ever 
larger discounts. Trade friction has in- 
creased. 

Information about current Japanese 
liftings of Iranian crude is contradic- 
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Teheran’s Asian links: 
pragmatism prevails 


tory. Iran’s Foreign Ministry said that 
after dropping to under 200,000 bar- 
rels a day (b/d) in February, Japan 
pulled the figure back up to a "satis- 
factory" level — without specifying 
amounts. Japanese sources have a dif- 
ferent story: from 200,000 b/d in Feb- 
ruary, they say, liftings dropped to 
100,000 b/d in both March and April 
and dipped below 100,000 b/d in May. 

In calendar 1984, Japan imported 
Iranian crude oil worth US$2.9 billion 
— a 32% drop in value from the pre- 
ceding year. In the same year, Japan 
sold US$1.7 billion worth of goods and 
services to Iran, representing a 40% 
decline on the US$2.8 billion exported 
the previous year. 

Many of the big Japanese sogo 
shosha, or general trading houses, as 
well as most of Tokyo's leading banks 
Bank of Tokyo, .Fuji Bank, 
Sumitomo and others — have repre- 





sentatives in THAN active in trade 


finance and as intermediaries in coun- 
tertrade. One Iranian commercial 
bank, Bank Saderat, maintains an of- 
fice in Tokyo, and private Iranian ex- 
porters have taken space at this year's 
Tokyo International Trade Fair. 

The Japanese traders may be doing 
well, but the revolution and the Iran- 
Iraq war have badly burned Japanese 
investors. The Iran-Japan Petrochemi- 
cal Complex, in the country's south- 
west, still stands uncompleted, a 
monument to a huge pre-1979 commit- 
ment. Mitsui and other consortium 
companies watch helplessly as their 
half of an estimated US$3 billion in- 
vestment sits idle — Iraqi aircraft at- 
tacks have twice driven away tech- 
nicians attempting to finish the 
scheme. 


N onetheless, a world petrochemicals- 
products glut (REVIEW, 20 June) 
has reduced Japanese enthusiasm to 
press ahead with the project. Late last 
year, the Japanese in effect gave an ul- 
timatum that Iran pick up all addi- 
tional project costs — a demand the 
majlis rejected. Japanese sources in 


The oil-sales slide is Iran's 
unending bad dream 


gp most urgent financial concern 
is foreign payments — or rather the 
lack of them — for oil. As the source of 
more than 95% of all foreign receipts, 
oil has an utterly crucial place in the 
regime's calculations. Liftings of the 
country's approximately 1.8 million 
barrels a day (b/d) production dur- 
ing the first four months of this year 
have been steadily dropping — with 
obvious consequences. 

The regime's poor oil earnings since 
November 1984 and steadily dwindl- 
ing reserves have led the Bank Mar- 
kezei (the cental bank) virtually to 
close off all letters-of-credit for all but 
the most essential imports. Everything 
else must now be tied to counter-trade 
— oil for imports. 

Reliable sources say Iran last sold 
spot-market oil at the end of April, 
fetching for its heavy crude US$25.15/ 
barrel from Iraqi-threatened Kharg Is- 
land and US$25.88/barrel from the 
virtually safe Sirri Island. Since then it 
has relied on existing traders — who 
are squeezing bigger discounts. Dip- 
lomatic sources reckon reserves have 
dropped from around US$14 billion 
(not counting gold), to as low as US$3 
billion, including gold. No one knows 
the real figure, and Bank Markezei is 
not telling. 

Oil pricing and production policies, 
not surprisingly, form the basis of 
some ferocious inter-departmental 
battles. Until May, the Iranians were 
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thought to be holding down produc- 
tion to prop up spot prices, in tacit col- 
laboration with the Saudis. But as 
foreign exchange earnings have be- 
come a crying need, signs point to Iran 
turning on the tap again — with seri- 
ous effect on the latest Opec pricing 
policy. 

The government line-up on the up- 
tap, down-tap argument pits the Pet- 
roleum Ministry plus some powerful 
clerics (including Majlis Speaker Ali 
Akbar  Hashemi  Rafsanjani and 
Ayatollah Ruhollah Khomeini's son 
Ahmad) against stepped-up depletion, 
while various fiscal and functional 
ministries (led by Heavy Industries 
Minister Behzad Nabavi) are for faster 
pumping and dumped sales. Oil Minis- 
ter Mohamad Gharazi appears gener- 
ally to want the resource conserved. 

But it is not just the war with Iraq 
and the stagnant oil market which 
keep Iran's reserves under constant 
strain. The regime's reluctance to bor- 
row abroad, while admirable in princi- 
ple, does not allow it to capitalise on 
one of its most impressive achieve- 
ments: despite war and recession it has 
paid off virtually all the estimated 
US$8-10 billion debt outstanding from 
the shah's day. Without credit-lines 
abroad, Bank Markezei has even less 
room for manoeuvre. 

The war and the weak oil sales hang 
over the Iranian economy like an un- 
ending bad dream. The first factor 


4 JULY 1985 e FAR EASTERN ECONOMIC REVIEW 


Teheran estimated the moribund pro- 
ject is now about 85% complete, repre- 
senting an incurred investment to date 
of approximately ¥1 trillion (US$4.01 
billion). 

Japanese companies with pre-rev- 
olution equity stakes also have had un- 
certain fortunes. A Bridgestone plant 
in Shiraz, a Minakan venture man- 
ufacturing copper and Bank of Tokyo's 
large stake in a now-defunct local 
bank, JIR Bank, formed some of the 
bigger pre-1979, non-oil investment, 
as did Iran National, an Iranian con- 
trolled, 60:40 joint venture between 
electronics major Matsushita and local 
interests. Well-placed sources said 
Iran National remains surprisingly 
profitable; the same cannot be said of 
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Abadan oil refinery: crucial place in calcula 








exacerbates the second, holding up 
tankers and forcing the regime to start 
a costly “shuttle-service” in Iranian 
ships of oil from Kharg to Sirri, out of 
reach of all but a few Iraqi warplanes. 

The oil market has made a fantasy of 
the government's current budget 
which had banked on à now unrealisa- 
ble US$20 billion from oil sales. Bank- 
ers contacted by the REVIEW reckoned 
US$14 billion might be closer to the 
mark — but expected Iranian “tap- 
turning" in June after restraint to Sup- 
port spot prices earlier this year throw 
all calculations up in the air. 


O ne effect of the slack sales has be- 
come obvious: almost all develop- 
ment projects are now being "rephased." 
Meanwhile, war-related imports will 
almost certainly force Iran's import 
bill far above even projected revenues: 


“loans and transfers" provisions in the: 


government's budget already disguise 
a growing deficit — constitutionally 
prohibited by Iran's Islamic constitu- 
tion. l 
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tions. 


Toshiba's joint venture - 
makes electrical appliances. 

In its trade with Japan, Iran has 
achieved what no other Asian country 
can claim: a persistently favourable 
2:1 trade balance. But this has little to 
do with Iranian oil competitiveness. 
Instead, an in-house, “Japan coor- 
dinating committee" — comprising the 
central bank and Treasury plus the oil, 
metals and mines, trade and heavy-in- 
dustries ministries — authorises the 
issue of letters of credit only when the 
Japanese prove oil liftings worth at 
least twice the value of outstanding 
import bills. 

A major recipient of Iranian atten- 
tion is China. "Our objective is US$1.2 
billion a year in two-way trade," the 
Foreign Ministry's Asia/Pacific econo- 
mic relations director Seyed Mohamad 
Arastou told the REVIEW. Especially 
appealing are China's light-industry 
expertise, cheap  civil-engineering 
contracts and agricultural expertise. 
But these plans may be too ambitious: 
existing trade barely tops US$250 mil- 
lion a year. 

South Korea has moved rapidly to 








Behind the gloomy national ac- 
counts lies growing unemployment, in- 
flation running at at least twice gov- 
ernment figures of 14-17%, and a 
growing black market. Poor manage- 
ment in agriculture and industry is 
holding back productivity — already 
hurt by a shortage of imported raw 
materials and spare parts. 

The Iranians lately have been trying 
to revive their economie-planning 
mechanisms: the Plan and Budget Or- 
ganisation became a full-fledged 
ministry in January. But the structure 
of the Islamic Republic defeats cohe- 
rent planning and policies: parliament 
can hold up (and has repeatedly held 
up) the budget. It can and does sack 
ministers that displease it — too easily 
some say. It tries to prune back spend- 
ing, but the government goes ahead 
and spends, thereafter presenting 
"supplementary" budgets for approval 
as fait accompli. As with other press- 


ing economic issues, the Iranians say ` 


planning “must wait" until the end of 
the war. — JAMES CLAD 








“rr Iran these days," an Asian 
businessman remarked re- 
cently, “it’s either countertrade or 
no trade.” With sliding oil re- 
venues and priority given to war 


procurements, Iran has slowed is- 


suance of new letters-of-credit to 


a trickle. In place of normal com- - 


mercial payments, it is once again 
substituting countertrade deals, 


often — and mistakenly — de- 


scribed as “barter trade.” 

Three types of countertrade ar- 
rangements characterise foreign 
trade with Iran. The first concerns 
large amounts of one commodity 
(such as rice from Thailand or 
lamb from New Zealand) for oil. 


European firms, such as Talbott | 


(selling Hillman carkits) and 


Volvo (trucks), also have these ar- 


rangements. 
The second category gives a 


foreign trading firm an edge on the © 


Iranian import-commission mar- 
ket, in return for a commitment 
(through arrangements with a 


separate trader) to uplift a certain - 
quantum or value of oil. Austria's. 


Voest-Alpine has a prototype 
agreement of this sort; its current 
countertrade deal with Iran rests 
on commitments to move US$600 
million of oil and an assortment of 
European products in two direc- 
tions. 

The third category is really no- 
thing new: Iran conducts “nor- 
mal” countertrade with socialist 
bloc countries — which have their 
own, foreign 
reasons for wanting to do business 
this way. Some deals simply con- 


tinue pre-1979 arrangements with | 


Eastern Europe. 

Over time, the system has come 
to work tolerably well. But negoti- 
ations can be fierce and protract- 
ed. Resistance often centres on 


“unrealistic” margins over spot oil — 
prices demanded by Iran. (Cur- 


rently negotiating are Japan, 
Uruguay, Turkey, Britain, Ireland 
and Finland, among others.) In 
negotiations with one European 
trading house last October, for 


example, Teheran agencies de- 


manded 8% over spot. 
Dealing with the Iranians is not 


. easy. Already accustomed to re- 
 ligious tithes from merchants, 


many Muslim clerics do not find it 
strange that their influence should 


extend into bigger commerce now - 


that the Islamic Republic has ar- 
rived. But persistence and pa- 
tience have paid off for foreigners 
willing to countertrade. 


exchange-short | 


—JAMESCLAD - 
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the upper level in Teheran's trade 
ledger. Exports to Iran reached 


~US$700 million during the 1983-84 


(ended March) Iranian accounting 
year, from just US$17 million in 1979. 
The Foreign Ministry said Iran bought 
more than US$800 million worth of 
South Korean goods and services dur- 
ing the just-ended 1984-85 year. Seoul 
has been careful to keep its trade with 
Iran in balance: South Korean com- 
panies bought oil worth about US$800 
million during 1983-84, according to 
the Foreign Ministry. 

The South Koreans have a high pro- 
file in construction projects, especially 
in the Shiraz area, with Daelim and 
Daewoo particularly prominent. 
South Korean firms also have interests 
in railway projects in Kerman and 
Shiraz. Iran has retained a shah-era 
shipyard investment in South Korea 
but has sold off a 40% stake in an oil 
refinery. Meanwhile, North Korea's 
gains from Iran result from its arms 
traffic, in some cases allegedly recy- 
cling American parts for Iran's badly 
serviced air force. 

Among Southeast Asian countries, 
Thailand seems most prominent and 
Burma least so. Thai agribusiness in- 
terests have assembled a countertrade 
deal in which 500,000 tonnes of rice, 
300,000 tonnes of maize and 200,000 
tonnes of tapioca will be supplied in 
exchange for 20,000 b/d of crude. 

Singapore's small stake in Iranian 
trade jumped recently when a Singa- 
pore firm unexpectedly became a be- 
neficiary of anti-US sentiment: the 
majlis earlier this year vetoed a sub- 
marine natural-gas pipeline contract 
initially awarded to a US firm's sub- 


sidiary. A Singapore firm got the job. 
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A 
Singapore firm also has built four pre- 
fabricated berths for a port-expansion 
scheme near Chah Bahar. Iran’s na- 
tional shipping line retains a represen- 
tative office in Singapore. 

Trade contacts with Southeast 


Asia's largely Muslim countries are 
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weak. Indonesia sent. a high-level mis- 
sion to Teheran earlier this year, led by 
Trade Minister and former central- 
bank governor Rachmat Salleh, which 
spent time with its Opec partner urg- 
ing continued production restraint. 
Jakarta sources talk about selling 
some of Indonesia's recent rice surplus 
or (possibly) some re-ordering of In- 
donesia's declining oil-product im- 
ports to Iran's advantage. 


Islamic banking — absolutely 
no interest, but works fine 


Ithough the Islamic system im- 

posed on all Iran's domestic 
banking since March extends only to 
domestic payments, the Iranians de- 
scribe it as "easily the most com- 
prehensive" fiscal revolution that has 
followed in the wake of Asia's Islamic 
resurgence. 

In a recent interview, central bank 
governor Mohsen Noorbaksh was re- 
ported as saying that the interest-free 
banking code — enforced to conform 
with Koranic law — “has created no 
problems" in its interplay with exter- 
nal payments. 

Called masharakat (meaning “part- 
nership"), the new system requires all 
domestic banks to operate along non- 
interest paying lines. Instead, they 
now have a type of “joint-venture” 
arrangement with their depositors, 
whose money they channel into “Is- 
lamically permitted" projects pro- 
posed by borrowers. Banks make 


money not from interest charged but 
from "service fees" for supplying 
capital. 

The Islamic banking law prohibits 
loan finance for certain objectives — 
such as importing frivolous or luxury 
consumer goods. It requires banks to 
reserve certain proportions of their 
portfolios for low-cost housing, ag- 
riculture or other priority needs. 

Noorbaksh has won acceptance 
and even admiration as a profes- 
sional central banker, attuned to the 
"pragmatists" more than revolution- 
ary pie-in-the-sky. The same cannot 
be said of some of his colleagues, 
many of whom have taken a long time 
to come to grips with economic 
realities. Although one official said 
"the difference is between the practi- 
cal, as opposed to preferred, pace of 
radical change," a pragmatic econo- 
mic and business approach seems to 
be gaining over the revolutionary 
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Malaysia's pre-1979 two-way trade 
with Iran of M$230 million (US$93.3 
million) has slipped to just M$140 mil- 
lion, sources said. High hopes still 
hang on Iran substituting palm oil (of 
which Malaysia is the world's leading 
supplier), for soyabean oil; but Iran's 
vegetable-oil refineries are tied to pre- 
1979- processes. Primary Industries 
Minister Datuk Paul Leong is expected 
to visit Teheran later this year to try to 
nudge the Iranians into switching 
supplies. If a deal comes off, it could 
lead to Iran buying 300,000 tonnes a 
year, about 25% of Malaysia's total 
production. 

Australia and New Zealand have 
won much business in Iran since the 
revolution. Iran now is Australia's 
third-largest Middle East market, 
mainly for foodstuffs, with Australian 
data showing sales for 1984 exceeding 
the previous year’s US$205 million. 
Meanwhile, large oil-for-lamb coun- 
tertrade deals have put Iran into the 
fifth slot in New Zealand's overall 
global trade. 

Future business for Asia greatly de- 
pends on the chances for peace in the 
Gulf and on Iran's payments position 
in a post-war oil market. Meanwhile, 
hardship, the war's dangers and the re- 
gime's ban on foreign investment all 
act as a damper on commercial links 
with Asia. But the ascendancy of the 
pragmatists over Islamic ideologues 
may have some spinoff: one small sign 
is a decision allowing foreign consul- 
tants, previously restricted to a minor- 
ity shareholding in local joint ven- 
tures, to take up to 65% in ventures 
with Iranian partners. Other relaxa- 
tions may follow. — JAMES CLAD 


ideologues if only because of force of 
dire circumstance. 

But the revolution's hand still 
hangs heavy on economic policy. A 
constitutionally enforced ban on 
foreign equity investment applies. 
Last August Ayatdllah Ruhollah 
Khomeini in effect said Islam does 
not require socialism, which boosted 
free-marketeer spirits — as did a de- 
cision to "privatise" some of the 150 
factories run by the “Foundation for 
the Oppressed" whose chairman is 
Khomeini himself. 

But men such as former planning 
and budget minister Mohamad Taqi 
Banki in their public utterances at 
least sought to create a closed, au- 
stere and self-sufficient Islamic 
economy. Although no doubt 
bolstered by the austerity needed be- 
cause of the Gulf war, the Muslim 
clerics give a pejorative “luxury” 
ring to the word “imports.” Meeting 
"basic needs” — another fashionable 
development theory — from local re- 
sources are stressed instead. Taqi 
Banki's departure can be taken as a 
sign of how popular these theories are 
in the present situation. — JAMES CLAD 
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How Amros North Sea experience 
makes us experts in energy financing 


The great energy resources of the North Sea basin were first tapped in the 
Netherlands. Ever since then AMRO has been deeply involved in oil and gas 
financing — in Europe and all over the world. 

In fact, we are the recognised Dutch leaders in this field. 

What this means to vou is a unique source of expertise and creativity in every 
tvpe of energy finance. Add to this our native business acumen and the effective 
working partnership with our clients that results from our relationship 
management. And add, as well, our keen sense that to remain leaders, 


we have to keep on leading. 


Amro Bank EB 


Amsterdam-Rotterdam Bank 
We know being Dutch is not enough 


ANTWERP BASLE BERLIN BERNE BONN COLOGNE COLOMBO DUBAI DUSSELDORF FRANKFURT GENEVA HAMBURG HONG KONG HOUSTON JAKARTA LONDON 
LOS ANGELES MELBOURNE. MONCHENGCLADBACH MOSCOW MUNSTER NEW DELHI NEW YORK PARIS SAN FRANCISCO SINGAPORE SYDNEY TAIPEI TOKYO ZURICH 


Our Asian stamping ground. 
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O. 25th year as an international 


airline is a cause for celebration. 

In that time our Asian network has 
erown into one that serves more 
countries in this part of the world 
than any other airline. 

Sixteen to be exact, with 336 weekly 
flights to 24 different cities. 

This dramatic growth can be put 
down to a number of reasons. 

One is Bangkok's unique geographic 
position as the hub of Asia. Another is 
Thais ever-expanding fleet of aircraft, 
now almost totally made up of the 
wide-bodied A300s. The remarkable 
aircraft so ideally suited to short 
and medium-haul flights. 

Then theres our famous Royal 
Orchid Service which, over time, has 
become the number one choice for 
many passengers and the envy of 
NA every other airline. 

155 22 fh PA O Last but not least is Thais recent 
PASSPORT reclassification of First Class to Royal 
Executive Class which has been met 
with great enthusiasm by all. 

So if your travels take you around 
the Orient, may we suggest you book 
with Thai. 

The airline thats putting its special 


stamp all over Asia. 
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The Chase Partnership at work. From left to right: Byun, Chan-Eui, Chase Korea; Lee, Yeong-Ki, Hyundai Heavy Industries; Arjun K. Mathrani, Chase 
Chang, Byung-Soo, Hyundai Heavy Industries; Chae, Hong-Shik, The Export-Import Bank of Korea and Jahng, Won-Hyuck, Chase 


— 


Global Network Export Credit Agency Financing 





Th 
Chase Partnership. 


Working closely with 
Kexim to steer the right 
course for Korea's 


largest shipbuilder. 


As one of Korea's premier industrial groups, Hyundai needs 
a banking partner that can offer superior financial solutions. A 
bank with true global reach and in-depth industry knowledge. 

But these aren't the only reasons Hyundai chose Chase. 

They recognised our strong capabilities in arranging 
syndications, private placements, note purchase transactions and 
major currency and interest rate swaps. 

Capabilities which Chase and Kexim, Korea's Export and 
Import Bank, have used to finance the building and exporting of 
no fewer than 23 ships for Hyundai since 1981. 

Proof beyond doubt of the success of the Chase Partnership. 
A simple but dynamic approach which enables us to serve you 
better — whatever your business. 
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Ihe Marco Polo Hong Kong 


Within Asia’ largest shopping centre, 
three of Asia’s finest hotels. 


When you stay at The 
Hongkong Hotel, The Marco 
Polo or The Prince Hotel, 
you're in the very centre of 
shopping in Hong Kong. 
These hotels and over 600 
shops and restaurants of the 


giant Harbour City, one of 
Asia's largest shopping and 
commercial developments, are 
all under one roof. No worries 
about taxis or transportation. 
No concerns about the weather. 


The Hongkong Hotel, The 
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The Prince Hotel, Hong Kong 


Marco Polo and The Prince 
Hotel are managed by The 
Peninsula Group. With a 
hundred year heritage of 
dedicated service to business 
and pleasure travellers in the 
Orient, we know how to make 
your trip live up to all your 
expectations. 


[he Peninsula Group 
Fidfilling the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Hotel Reservations Service, SRS (Steigenberger). 


The Peninsula Group of hotels are located in Hong Kong, Singapore, Manila, Beijing and Guangzhou. 
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e THE agent in South Korea for a 
well-known Japanese-made electro- 
nic typewriter recently wrote to the 
firm of Kim and Chang in Seoul, sing- 
ing the praises of the product — but 
somehow the letter's clarms read un- 
convincingly: 


Dear sir 

When your personal secretary 
transcribes your drefts of instruc- 
tions onto papers, mistypings can fre- 
quently be occured because of your 
indistinct handwritings and/or re- 
typings may often become inperative 
due to your altelratious of its con- 
tents later on. You would not sit back 
for those waisting of times and ef- 
forts, and all these inefficiencies, 
would vou? 

We believe you already know quite 
well how it is so convenient for you to 
use a word processor in the above in- 
stances, although it is also a common 
knowledge how expencive it is to ac- 
quire a word processor in local mar- 
ket. 

As our Brother EM-200 contains 
and exhibits complete word proces- 
sing function, it does not only elimi- 
nite any such bathersomes but will 
definitely bring about comfortable 
atmosphere in your office where your 
secretary enjoy her pleasant work- 
ings. 

And when you happend to have 
such a personal computer as Apple II 
around vourself,perfect word proces- 
sing functions can easily be realized 
by uitilzing such softwares as Apple 
Writer Il or Word Star,Further- 
more, genuine clear typing effects 
can be obtained as though they are 
printed when such electronic type- 
writers as Brother CE-60,EM-80 
and/or EM-100 are connected to the 
device to function as the printer. 

No wonder,our Brother electronic 
typewriters were nominated as the 
official typewriter of the Los Angles 
Olimpic Games,and were fully 
provens its quality and efficiency by 
all pople of the whole world. 

Neeedless to say,our prfect and 
faithful after seervices shall provide 
further reliability to,and enhance 
your satisfaction with our devices of 
innovation and convenience. 

Sincerely yours, 

Kwon young-sam 

Sails Manager 


It's the “Sails Manager" touch which 
marks that letter off as a masterpiece 
of modern promotion. 

e CHINA may be opening its doors; 
swarms of foreigners may be pene- 
trating the Middle Kingdom, and 
large numbers of Chinese may be 
globe-trotting themselves, but there 
is still much shouting across oceans 
of misunderstanding. 
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Take a recent article on hospitality 
in Pekings Guangming Daily by 
Zhou Ti. Pointing out that “banquets 
given to foreign guests are always 
sumptuous,” with eight or nine peo- 
ple around the table even if there is 
only one foreign guest, he suggests 
this is a squandering of public money. 
Zhou suggests that “a meal of four 
dishes and one soup,” with only two 
or three Chinese hosts in attendance, 
would “greatly reduce the expendi- 
tures for our state exchequer,” while 
not forfeiting understanding ("sim- 
ple dinners can gain the respect of 
foreign guests” conscious that China 
is busy reforming its economy). 

Such frugal thoughts were 
triggered off by a visit Zhou paid to 
the US last year when he stayed at 
Michigan State University and was 
invited to dinner by his wife’s tutor, a 
Mr Bruce, a well-known anatomy 
professor. Zhou goes into some de- 
tails to establish that his host was not 
on the poverty line. The Bruce biog- 
raphy is in Who’s Who; “he lives in a 
brown wooden three-story house” 
which, though in an area where 


| "property is relatively cheap." is 


"worth at least US$140,000" (one 
wonders where Zhou obtained this 
valuation). "In his drawing room, 
which is at least 50 square metres, 
were displayed handicrafts from var- 
ious countries and in their cup- 
board there were full sets of silver ta- 
bleware." Indeed, “this well-known 
professor is very rich.” 

€ TO Zhou's surprise, however, the 
professor and his wifegserved him 
with a meal consisting Of “only one 
meat and two vegetable dishes and 
some pastry." 

"Had this well-known professor 
wilfully cold-shouldered his guests 
by giving such a simple meal?" Zhou 
pondered. “Obviously not." His host 
had driven 10 miles to collect Zhou 
and his wife, and drove them back 
again after the meal. Further, the 
professor's parents had been visiting 
and were due to leave the next day — 
so the meal was also a family farewell 
dinner. "Would he not also cold- 
shoulder his parents as he cold- 
shouldered us in the dinner?" Zhou 
bumblingly asks himself. Of course, 
he concludes, “I should say that this 
was a courteous reception, " 

Presumably with full Chinese tact, 
Zhou mentioned during the meal that 
in China foreign guests were usually 
banqueted, but all agreed — at least 
publicly — that the American way 
was better. “The food was simple and 
there was less formality ...there was 
both meat and vegetables, enough 
food — and no waste." 

e I WONDER what thoughts ran 
through the mind of Mrs Bruce dur- 


Derek Davies 


ing this conversation. I can imagine 
her planning the evening: "Wesimply 
can't offer him a Chinese meal. I 
know. Let's invite him home to meet 
our folks and give him a taste of real 
American home cooking...” And all 
she got for her pains was a guest won- 
dering whether the meat and two veg. 
plus pudding constituted a calcu- 
lated insult. 
è AT a musical appreciation course, 
New Yorker Katherine Breitenbach 
heard a voung Chinese girl sing 
Everybody Loves Saturday Night in 
Chinese. According to a diary item in 
The New York Times, Mrs Breiten- 
bach was so taken with the combina- 
tion of Chinese words and calypso 
rhvthms that she wrote the lyrics 
| down phonetically in her shorthand 
| book. 
| Delivering some washing to her 
local Chinese laundry some days 
later, she remembered the song and, 
on an impulse, beckoned the laundry 
owner, Mr Chow, his wife and young 
daughter over to the counter. They 
approached somewhat  nervously, 
and she began to sing to them her 
Chinese rendition of the song. Hesit- 
ant at first, she sang with increasing 
confidence and gusto. But her audi- 
| ence of three appeared completely 
bewildered by the performance. 
"Everybody Loves Saturday 
Night," Mrs Breitenbach explained 
weakly. 
“Today Tuesday,” Mr Chow told 
her. 
e EVIDENTLY the early Europeans 
to reach. China preferred playing 
poker to the more gentlemanly card 
games such as bridge, whist or sol- 


| taire because the Chinese for a deck 


of cards is a transliteration from the 
gambling game — pu-ke. 

Tom Whitten, wandering round à 
Shanghai park, found a little 


souvenir shop which was selling Cir- 
cus Brand cards — literally “Horse 
Show" or ma-ri. The result was so 
amusing that Whitten bought several 
packs: 
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Slack in the line 


A 


Sihanouk; Thai troops: defensive strategy. 





The Thai army gives ground to intruding Vietnamese forces to 
reduce risk of armed clashes and the inevitable policy debate 


By John McBeth and Rodney Tasker in Bangkok 


s Vietnamese occupation troops 

battle Khmer resistance guerillas 
in a new round of wet-season fighting 
throughout Cambodia, some analysts 
in Bangkok fear that Thailand may 
soon be drawn unwillingly into a more 
serious confrontation with Hanoi. But 
Thai military strategists, while admit- 
ting the inherent weakness of a purely 
defensive posture, appear to play down 
this prospect. 

Some analysts believe that if Viet- 
nam's estimated 180,000 troops in 
Cambodia fail to snuff out a resistance 
now operating deep in the interior, 
Hanoi may take the battle across the 
border in a bid to inflame Thai domes- 
tic debate over the wisdom of its cur- 
rent hardline policy towards Cam- 
bodia. 

The Thai army’s figures show a total 
of 81 known intrusions by Vietnamese 
troops into Thai territory between 18 
November 1984 and 18 March this 
year, the highest level of Vietnamese 
cross-border activities yet recorded. 

In the same period, there were six di- 
rect Vietnamese attacks on Thai troops 
inside Thailand, 60 clashes arising 
mostly from incursions directed 
against the anti-Vietnamese Cambo- 
dian resistance, 200 instances of Viet- 
namese cross-border shelling, includ- 
ing 14 heavy barrages ranging as far as 
17 km inland, 11 attacks on Thai air- 
craft and 15 attempts to lay mines in 
Thai territory. Thai casualties during 
the four months were 40 killed, 233 
wounded and 17 missing, according to 
the Thai sources. 

Hanoi however rejects charges of 
violating the Thai border as “brazen 


36 


Thai slander” and in a statement on 23 
May accused “Thailand of repeatedly 
encroaching on the sovereignty of the 
People’s Republic of Kampuchea.” 

Analysts fear this may be the prelude 
to more frequent and deeper penetra- 
tions into Thailand during the next dry 
season. Despite their tough diplomatic 
stance on Cambodia, the Thais seem 
reluctant to lock horns with Vietnam- 
ese ground troops. This is reflected in 
the thin defloyment of Thai troops 
along the border — only two infantry 
divisions, elements of a marine brigade 
and a relatively small number of spe- 
cial forces and paramilitary rangers — 
compared with six to eight Vietnamese 
and four understrength Heng Samrin 
divisions close to the frontier. 

Moreover, Thai forces have been 
slow to respond to cross-border opera- 
tions by Vietnamese troops attacking 
Khmer resistance strongholds. 

It was at least 24 hours before the 
Thais learned that 400-600 Vietnamese 
troops had crossed the border into 
Thailand’s northeastern Sisaket pro- 
vince to encircle a Khmer Rouge strong- 
hold at Phra Palai in March 1984 
(REVIEW, 12 Apr. '84). When the Thai 
response did come, it was limited to air 
strikes and artillery fire. This stands in 
sharp contrast to the speed and 
strength with which the Thai army 
reinforced the Lao-Thai border after 
the clash over the three disputed vil- 
lages last year, causing diplomats to 
wonder why Bangkok seems less an- 
xious to defend the country's sover- 
eignty in face of Vietnamese incursions 
from Cambodia. 

A similarly limited reaction was 





noted when an estimated 3-4,000 Viet- 
namese entered Thailand further to the 
west in March to attack Tatum, the 
headquarters of Prince Norodom 
Sihanouk’s guerilla army. A senior re- 
sistance leader says the Thais urged his 
forces to hold out for two days to buy 
the Thais time to retaliate. 

The Sihanoukists fended off the at- 
tackers for seven days before the Thais 
put what one diplomat estimated to be 
as little as three platoons into the area. 
Even then, according to diplomatic 
sources, the Vietnamese remained in- 
side Thailand for more than a month 
“It was a compromise,” one source 
said. “But compromises don't work in 
that situation." 

Further south in Trat province, Viet- 
namese soldiers are still reported to be 
holding a small hill inside Thailand 
fully eight weeks after an initial incur- 
sion in pursuit of Khmer Rouge gueril- 
las. A high ranking Thai officer in- 
volved in the operation expressed con- 
cern over Vietnamese consolidation on 
the southern end of the border. As one 
hamlet leader put it: "The longer the 
Khmer Rouge remain around here, the 
more serious the problem is going to 
become.” 


leven Thai soldiers have been killed 

in three separate clashes along 
Cambodia's northern border in the 
past month and intelligence sources 
report almost daily Vietnamese patrols 
since the start of the year inside the 
northeastern Thai province of Ubon 
Ratchathani, near the tri-border inter- 
section with Laos and Cambodia. 

If indeed there is an escalation of 
cross-border incidents during the next 
dry season, the Thais would be quick to 
pounce on a concerted incursion in the 
vulnerable central stretch of the fron- 
tier between the western end of the 
Dongrek mountain range in the north 
to Chantaburi in the south. This is a 
populated lowland area, with good 
roads and open to armoured thrusts. 
But the Dongrek escarpment, largely 
uninhabited and thickly forested, pre- 


4 JULY 1885 e FAR EASTERN ECONOMIC REVIEW 


















might find diffic It-to « 

source admitted 1 he rent weakness ; 
in Thailand's pos built on a purely 
defensive strategy, “Our plan is always 


defensive, and ou 


—— the kok dat into something e 
| 1. The | 


$Ssessment is still |. 


that the Vietnamese don' t want to start ° 


a war with us.’ 


The Thai Govekar. also wants to 


avoid the political controversy which ` | 


bloody battles with the. Vietnamese 
could provoke. "Thailand has been 
very successful in keeping the border 
out of domestic politics, but I think 


now you have had the first stirrings of | | 


unease in the Thai body politic,” 


the level of national debate." 
The same analyst, and certainly 





political strategy and feel there is still 


insufficient coordination at top levels. 


ccording to diplomatic sources, — 
Vietnamese have set themselves 


time frame of two years to wrap up ihe 1 


Cambodia problem. If they fail, the 


sources said, they could apply more | i 


pressure to the border in an effort to 
break the Thai resolve by creating a 
divisive political debate. 

Thailand has a buffer mentality 
when it comes to defending its borders. 
Now that Vietnam has partly suc- 
ceeded in the first two phases of its 
five-step plan  — systematically 


knocking out all the main Khmer re- . 


sistance border bases. and scattering 
the guerillas — the Thais no longer 
have this potential buffer zone. 

While Vietnamese troops have laid 
minefields and forcibly recruited 
Cambodian civilians to build fences, 
dig ditches, erect barricades and clear 
forestland, military experts question 
whether it is physically possible to ef- 
fectively choke off 700 km of border. 

There are two particularly prob- 
lematic stretches of the border for the 
Vietnamese. One is the Dongrek range, 
which acts as a staging area for resist- 
ance supply and infiltration corridors 
into the northem Cambodian pro- 
vinces of Siem Reap, Preah Vihear, 
Kompong Chom and Kompong Cham. 
The other is on the southern end of the 
border in the Pailin area, the mouth of 
a network extending through the Car- 
damom mountains into Kompong 
Speu and Kompong Chhnang pro- 
vinces, northwest of Phnom Penh, 


where at least 1,600 Khmer Rouge 


nde are e active : 


x a 
number of thoughtful Thais, are wor= 
ried at the lack of a coherent military- 
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analyst said. “They [the government] 
don't want to raise the stakes on the |. 
border, and in doing so [further] raise 
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TRANSFER OF TECHNOLOGY & SOCIO-ECONOMIC DEVELOPMENT 
For ASEAN executives — Kuala Lumpur, from I9 August to 6 September, 198 


— Jukarta. from 26 August to 6 September, 1985. 
and from 25 August to 5 September, 1986. 


For senior indonesian e xecutis mE 


MANAGEMENT OF TECHNOLOGY & PRODUCTIVITY 
For Indonesian manager x Jakarta, from 26 Au gust 106 September, 198; 





For r Managers i in Asta 






ETT. gonore, 1 aad 6 September, fs 


STRATEGI ES ES FOR PACIFIC ASIA 
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Ew — from 2 to a ( Jelóber 16 
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HIGH TECHNOLOGY DEVELOPMENT & MANAGEMENT IN JAPAN: STRATEGI IES& SKI LLS FOR EUROPE 
For European manager: g ee Fontainebleau, Jor id September | to 4 October, 19 


DEVELOPING BUSINESS IN CHINA m b PEE | | NES 
For European managers — Fontain bleau, from’ 6 fo 8 November, 19 
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Por Eufopegie Panagar —  Fontainebl ‘att, from dù to 14 — 198 








For Asian and European ii gers — Macau, from 3 to 7 March, 198 


HONG KONG INTERNATIONAL EXECUTIVE PROGRAMME © — 
— For As siai d European managers - v ‘Mac ‘au, from 3 to 14 March, 198 


EXPORT MARKETI NG & INTERNATIONAL STRATEGY 
For Asian managers — Macau, from IO to 14 March, 1986 — - Singapor e, from 17 to 21 March, | 086 


NEW SKILLS'FOR JAPANESE INTERNATIONAL BUSINESS 
iFerfapanese managers — Tokyo, from I0 to H4 March, 1986 


ASIAN INTERNATIONAL EXECUTIVE PROGRAMME - 


For Asian and European managers ~~ 


STRATEGIC PLANNING IN ASIA 





^ Singapore, from 17 to 27 March, 198 


For Asian managers — Singapore, from 24 te 27 March, 1986. 


ASIAN SENIOR EXECUTIVE PROGRAMME si 
For Asian senior executives — Fontainebleau, from 14 to 25 April, 1986. 


EUROPEAN COMPETITIVE STRATEGIES FOR JAPAN 
For European managers — Fontainebleau, from 16 t0 18 April, 198: 


BUSINESS OPPORTUNITIES OF EUROPE 


For Asian international executives = ~ Fontainebleau, from 21 to 25 Apel, 1986. 


For further information, contact 







EURO-ASIA CENTRE, INSEAD 
Boulevard de Constance 
77305 Fontainebleau, France 


Telex 690389 — Telephone (6) 422 48 27 
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The best of the Richard Hughes 
columns from 1971 to 1983 
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To: Publications Division | 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes' world was 
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well disguised 


The Cambodian resistance needs battlefield successes 
against Hanoi to restore credibility in the UN 


By Paul Quinn-Judge in Bangkok 
5* this year's dry season offen- 

sive, the three usually fractious 
members of the Coalition Government 
of Democratic Kampuchea (CGDK) 
have at least been able to agree on one 
thing: the Vietnamese sweep along the 
Thai-Cambodian border, thev all say, 
was a blessing in disguise. 

Now that the rainy season has come 
to Indochina, the CGDK will be ex- 
pected to prove its claim. CGDK's 
backers — China, Asean and the US — 
undoubtedly would like a significant 
military victory before this autumn's 


United Nations General Assembly, 
when Cambodia's credentials once 


again will come under discussion. This, 
they hope, will check the erosion in 
support for the CGDK. 

Vietnam's clean sweep of the CGDK 
border bases forced the CGDK fac- 
tions to rethink their strategy, coali- 
tion leaders say. They claim to have 
abandoned defence of fixed positions 
in favour of guerilla operations deep 
inside the country, Meanwhile, they 


say, the Vietnamese have tied up even | 
more of their men in defensive posi- | 


tions along the border. 


| side to cut 





The most active exponents of this | 


line have been the two non-communist 
groups, Son Sann's Khmer People's 
National Liberation Front (KPNLF) 
and Prince Norodom  Sihanouk's 
Armée Nationale Sihanoukiste. Both 
lost their bases, while the KPNLF also 
suffered a considerable drop in its 
prestige. But the Khmer Rouge - 

which in the view of most foreign ob- 
servers suffered comparatively little — 
also have been pushing the line. And 
the fact that Pol Pot himself has on at 
least two occasions appeared to brief 
foreign allies would suggest that the 
Khmer Rouge too are worried about the 
impact of the Vietnamese offensive. 

Pol Pot, usually the most secretive of 
the Khmer Rouge leaders, is said to 
have met the Chinese in February, and 
the Thais in May. The content of both 
conversations seems to have been up- 
beat intended perhaps to reassure 
worried allies. 

The first meeting took place soon 
after the Vietnamese capture of Phnom 
Malai, the Khmer Rouge showpiece 
border camp. A Chinese official is re- 
ported to have met Pol Pot somewhere 
on the border, ostensibly for a routine 
discussion on supplies. At least one 
other item on the agenda was an as- 
sessment of the damage inflicted by the 
Vietnamese. 

Most Chinese officials have de- 
scribed the evacuation of Phnom Malai 
as the successful execution of a plan 
formulated long in advance. Some 
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Chinese observers, however, have ad- 
mitted that the abrupt abandonment 
of the base was a surprise. Despite 


claims that the Khmer Rouge leader is | 


seriously ill, the Chinese reportedly 


say they found him in good health and 


good spirits. 

Pol Pot is said to have been similarly 
cheerful and healthy during his next 
meeting, with Gen.  Chaovalit 
Yongchaiyut, the Thai army deputy 
chief of staff and the man thought to be 
the prime mover behind his country's 
Cambodia strategy. Hanoi's border 
sweep, Pol Pot said, had given the 
Khmer Rouge a tactical advantage in 
the interior. 

His troops would now strike deep in- 
Vietnamese communica- 
tions lines and harass Vietnamese gar- 
risons, the strength of which had been 
depleted by the move to the frontier. 
"I'm not worried about losing the bor- 
der bases," Pol Pot reportedly told one 
of his interlocutors. "Now I don't have 
to look in two directions [to the interior 
and the frontier] at once.” 

The Khmer Rouge leaders say they 
plan to concentrate their attention on 
what they call their first battlefield 
area the populous and agricultur- 
ally important provinces around Tonle 
Sap. They also say they plan to strike in 
or close to Phnom Penh. The Khmer 


Rouge seem already to have moved 
deep inside Cambodia. One sizable 
group is reported by Western sources 
to be operating in the province on 








Kompong Chhnang, to the west of the 


capital. 

Attacks on Phnom Penh would have 
great propaganda value, but would 
also probably entail high Khmer 
Rouge casualties. Guerilla attacks in- 
side the capital have so far been ex- 
tremely rare, probably because the 
Khmer Rouge leadership had calcu- 
lated that the losses incurred would 
outweigh the benefits obtained. This 
year, however, they apparently feel the 
need to take high risks and high 
casualties — in order to regain politi- 
cal and military credibility. 

The stakes are higher than the 
Khmer Rouge would care to admit. The 
faction can ill afford to lose experi- 
enced guerillas, while the Vietnamese 
would probably be quite prepared to 
take quite high losses to grind down 
the Khmer Rouge strength. The Khmer 
Rouge and the Chinese maintain that 
the guerillas are able to make up their 
losses with a steady supply of recruits. 

A recent Chinese commentary, for 
example, claimed that the Khmer 
Rouge had been down to 20,000 fighters 
after the Vietnamese invasion of 1979. 
The Khmer Rouge now have between 
13 and 15 divisions: estimates of their 
total strength range from 35,000 up- 
wards. Other Chinese sources say that 
Pol Pot forces have raised some 10,000 
new recruits over the past year or so. 


here is, however, no evidence that 

the Khmer Rouge are able to control 
a civilian population base that would 
enable them to recruit even a fraction 
of this figure. Partial figures available 
from another Asian agricultural and 
highly militarised nation Vietnam 

may help illustrate this issue. Par- 
tial conscription figures from Ho Chi 
Minh City suggest that since 1978, 
when tension with Cambodia and 
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ave re : dipl TN Gi 
embers of the ethnic Vietnamese 
r erp 
- In 1982, the central Vietnamese pro- 
vince of Nghia Binh — a relatively 
well-organised province, and one with 
a certain tradition of support for Viet- 
J namese communist guerillas — is be- 
lieved to have raised 9,000 recruits. Its 
- population at the time was about 1.9 
million. These figures suggest that, to 
raise the number of recruits Peking 
claims, the Khmer Rouge would have 
to control between one quarter and a 
third of Cambodia's estimated 6 mil- 
lion people. There is no sign that this is 
the case. 
— Even the most tightly controlled seg- 
ment of the Khmer Rouge population 
base, border camps such as Khao Yai, 
-. do not seem amenable to Khmer Rouge 
recruitment efforts (REVIEW, 6 June). 
- There are also some sketchy signs that 
even Khmer Rouge veterans are less 
keen to go back into action this year. 
Shortly before the recent shooting in- 
- eidents at Khao Yai one guerilla told a 
visitor that he did not want to go back 
into combat this year. If he did so, he 
said, hethought he would never return. 
The reason may have been simple de- 
 moralisation after the Vietnamese 
onslaught; but it may also be a sign of 
rank-and-file awareness that they are 
being sent into a meat grinder this 
_ year. oO 


Cutting out the bl oat 






The government plans to reduce the PLA by 25% with some 
military regions being merged under new commanders 


By Mary Lee in Peking 

fter years of suffering from “bloat- 

ing” under what some have viewed 
as senile and incompetent leadership, 
China's 4 million-strong People's Lib- 
eration Army is to be cut in size by 25% 
and its regional command structure 
streamlined under new military and 
political leadership. The plan to shrink 
the PLA — first revealed by Chinese 
Communist Party General Secretary 
Hu Yaobang in April — was an- 
nounced by elder statesman and chair- 
man of China's Central Military Com- 
mission (CMC) Deng Xiaoping during 
a meeting of the CMC in Peking be- 
tween 23 May and 6 June. 

Details of the streamlining policy — 
eight of the country's present 11 mili- 
tary regions are to be merged — and 
new military appointments have not 
been officially announced but were 
leaked to the Hongkong leftwing 
newspaper Wen Wei Po. Peking's Eng- 
lish-language newspaper, the China 
Daily, on 13 June also reported that 
"veteran army leaders have stepped 


aside to make way for younger and 
more competent officers who have suc- 
ceeded to all the country's major re- 
gional military commands." 

According to Wen Wei Po, Li De- 
sheng, military commander of the 
strategic city of Shenyang in Liaoning 
province in the northeast, is among 
those who have stepped down. Having 
risen to power on a Maoist tide in the 
mid-1960s, Li's record of survival 
through the political upheaval follow- 
ing the death of chairman Mao Zedong 
and the fall of his closest supporters, 
who came to be known as the Gang of 
Four, suggested that he was someone 
Deng and his protégés had to reckon 
with. 

Li was last reported in the Hongkong 
newspaper Ming Pao in May as having 
taken part in a full-scale PLA exercise 
— along with other regional com- 
manders and political commissars who 
were also about to be replaced — “to 
conduct political and ideological work 
on officers to break a new path for 
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PLA troops: possible resistance to restructuring. 


be Jinan, under Li Juilong; Lanzhou, 


army streamlining and re-organisa- 
tion." 

Western diplomats say that Li is un- 
likely to have relinquished his post 
without having been promised another 
elsewhere. Suggestions on Li's possi- 
ble new position range from taking 
over as chief of general staff from Yang 


Dezhi, who is ill, or as defence minister | 


from Zhang Aiping, who is said to be 
seeking to retire. Li has been replaced 
by Liu Jingsong, about whom little is 
known. 

The streamlining of regional com- 
mands, Wen Wei Po said, means merg- 
ing eight regions into four — Jinan and 
Wuhan (Central), Lanzhou and Xin- 
jiang (West), Chengdu and Kunming 
(South) and Fuzhou and Nanjing 
(East). The naming of new command- 
ers of these regions suggests that the 
enlarged military regions’ capitals will 





By David Bonavia in Hongkong 


he reported mergers of military 

regions in China, if officially con- 
firmed, will represent a partial rever- 
sion to a model in some ways corres- 
ponding to that of the country’s early 
republican or warlord period. 

Up until the Chinese Revolution of 
1911, the Qing dynasty maintained 
standing armies in every province 
under the control of a viceroy who 
usually ruled one or two provinces. 
The standing armies, or Green Stand- 
ards as they were called, rarely 
fought outside their own provincial 
boundaries, though sometimes they 
sent levies of crack troops to support 
the dynasty. This meant that invaders 
of China met resistance mainly from 
the troops of the provinces in which 
they were fighting, a considerable 
weakness from China's point of view. 

In China's warlord and Kuomin- 
tang periods, from 1911 through 
World War I, the viceroy system dis- 
appeared and provinces became au- 
tonomous with their own armed 
forces, like European countries, or 
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NEW SYSTEM, OLD LOCIC 





under Zhao Xianshu; Chengdu, under 
Fu Quanyou, and Nanjing, under its 
present commander, Xiang Shou- 
zhong. 


he strategic regional capitals of 
Shenyang, Peking and Canton re- 
main intact, with the latter two remain- 
ing under their present commanders, 
Qin Jiwei and You Taizhong. However, 
Wen Wei Po also said the new regional 
commands will entail some reshuffling 
of provinces under their control. For 
instance, Hubei province, which used 
to come under the Wuhan military re- 
gional capital will now come under 
Canton, which will also take over re- 
sponsibility for the troubled Sino- 
Vietnamese border from Kunming. 
These new military regions along 
five "fronts" — two with the Soviet 





grouped themselves in alliances — 
sometimes of just two provinces, but 
in one case taking in as many as eight 
covering Manchuria, Shantung, 
Inner Mongolia and Central Asia. 

The warlords’ provincial disposi- 
tions were aimed mainly at winning 
civil wars rather than keeping out in- 
vaders. Kwangsi province had to take 
the burden of war with the French in 
Tonkin (Vietnam). Manchuria and 
Shantung fought a losing battle 
against Japanese control, though 
Japan was badly mauled when its 
forces took on those of semi-indepen- 
dent Shanxi. 

The merger of Lanzhou’ and 
Urumqi military regions is logical 
enough, but joining the Wuhan and 
Jinan regions (including Henan) ts 
puzzling since it splits off southern 
Hebei province which, according to 
the Hongkong leftwing newspaper 
Wen Wei Po, will become a new pro- 
vince called Sanxia, or Three Gorges. 

Merging the Chengdu and Kun- 
ming military regions means that Si- 





lion and one each with India) Vie" 


nam and Taiwan — a metropolitan 
area (Peking) and a central reserve 
(Wuhan-Jinan) constitute what West- 
ern military sources said are “a sensi- 
ble military solution to China's 
strategic problems.” But all military 
regions during peacetime will continue 
to be controlled from Peking. Even so, 
the streamlining means there appa- 
rently will be less duplication of com- 
mand which could improve military 
efficiency. | 

Press reports of preparatory work 
for the PLA's streamlining and reor- 
ganisation suggest that bumps are ex- 
pected along the way. Ming Pao — 
which has excellent news sources in 
Peking — reported earlier that cutting 
the PLA in size would be accomplished 
before the end of 1986. On 4 June, how- 
ever, Deng said it would be carried out 
"within the next two years.” 

The fact that it may take two years to 
implement the plan, which Deng has 
been espousing for 10 years, may indi- 
cate that resistance from the PLA is 
expected. However, various military 
chiefs have publicly declared their 
support for the cutbacks and restruc- 
turing — which should give Deng con- 
fidence that such resistance can be 
overcome without repercussions on his 
leadership. 

Difficulties in carrying out the plan 
may include problems of vested in- 
terest as well as ideology. Various mili- 
tary units have reported problems in 
overcoming "such erroneous ideas as 
the army being special and the army 
being at a disadvantage." The Hainan 
military district, under Canton, re- 





chuan, Guizhou and Yunnan pro- 
vinces and Tibet will be commanded 
as one military unit, which would 
help bolster the Chinese position in 
any future border conflicts with Viet- 
nam or India. 

The merging of all of east China's 
provinces south of Shandong into 
two military regions — Fuzhou to 
command Fujian and Jiangxi pro- 
vinces, and Nanjing to command 
Kiangsu, Chekiang, Anhui and the 
Shanghai Garrison — is reminiscent 
of the former League of Five Pro- 
vinces controlled by the Nanjing- 
warlord, Sun Ch'uan-fang. | 

Sun's league fell apart in 1926 - 
when Kuomintang leader Gen. 
Chiang Kai-shek captured Nanjing 
and Shanghai during the Northern 
Expedition in the mid-1920s: it was 
too big to have political cohesion. 

The essential feature of this new 
block of east China military regions is 
perhaps that it includes most of the 
country’s naval bases. Nobody at pre- 
sent is showing signs of wanting to 
attack China from the sea, but the 
Soviet Union’s naval buildup at Cam 
Ranh Bay in Vietnam continues to 
cause concern. 
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M ported in May: "This year, a 


m cadres in the military ¢ BR 
" - gans had quite a diversity of views on 


' others documents, files and data.” 
issue here seems to be largely one of 


streamlining and reorganisation, caus- 
ing all kinds of ideological wavering. 
This had an impact on work." These re- 
ports suggest that not everyone agrees 
with Deng's priority — that "economic 
construction is in the overall interest of 
the country and everything must be 
subordinated to the overall situation." 
On 30 May, the official People's 
Daily said in a report that streamlin- 
ing, reorganisation and structural re- 
form involve not only personnel ar- 
rangements but ‘ ‘taking stock of and 
transferring equipment, installations, 
expenditures and other matters.” The 
newspaper said “certain problems 
meriting attention appeared among a 
few leading cadres and leading organs: 
some people, hearing that a certain 
unit was to be abolished or taken over 
by non-military personnel, started 
moves to have their own sons and 
daughters transferred elsewhere. 


hese “unhealthy trends” were seri- 

ous enough for the air force party 
committee to demand that all senior 
cadres observe “eight prohibitions” 
during the cutting and reshaping. The 
bans include various forms of nepotism, 
squandering funds as well as “forcibly 
taking possession of barrack buildings 
and furniture, cutting down trees and 
wrecking barrack construction as well 
as privately removing or passing on to 
The 


discipline, the lack of which Deng has 
long decried. 

Meanwhile, efforts are being made 
to retire veteran soldiers gracefully. A 
Hunan PLA meeting demanded that 
all departments “cooperate closely and 
complete as soon as possible the task of 
building houses for retiring PLA 
cadres. We must do a good job in ar- 
ranging appropriate work for the 
cadres’ family dependants and off- 
spring, At the same time, we must doa 
good job in resettling ex-servicemen in 
the rural and urban areas,” it was ar- 
gued at the meeting. 

Diplomats, however, maintain that 
cutting the PLA down to size may be no 
more than taking inactive soldiers off 
the army payroll and may not affect its 
fighting strength. “There are hundreds 
of thousands of deadwood [soldiers] 
lying around for ages waiting for re- 
tirement benefits,” a diplomat said. 
The rest may come from the transfer of 
defence-industry personnel to the civi- 
lian sector. For instance, the Libera- 
tion Army Daily reported in May that 
1,000 office cadres from the Wuhan air 
force had been transferred to civilian 
jobs. At the same time, a cadre from the 
Peking military region's logistics de- 
partment was expelled from the party 
and dismissed from his job for “his un- 
reasonable refusal [for six years] to 


leave the unit" for the civilian 
sector. oO 
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Jeane’ & Tenori card 


The US ambassador reminds Asian countries that she 
takes their UN voting record seriously 


By Ted Morello in New York 


F or the Asia-Pacific region, the re- 
port card issued by ex-school- 
marm Jeane Kirkpatrick as one of her 
final acts as Washington's United 
Nations ambassador was nothing to 
write home about. 

Her newly released accounting, a 
country-by-country breakdown of 
UN General Assembly voting during 
1984, was presented to the US Con- 
gress as Kirkpatrick prepared to turn 
over the ambassadorship to her suc- 
cessor, Gen. Vernon Walters, with the 
announced intention of returning to 
her university professorship. Walters 
handed his ambassadorial creden- 
tials to UN Secretary-General Javier 
Perez de Cuellar on 24 May. 

Scored on the basis of 100, the re- 
cord of general assembly votes that 
coincided with the US' ranged by 
groups from a high of 62.7 for the 
Nato membership to a low of 10 for 
the 21-nation Arab bloc. 

The group average for all Asia- 
Pacific countries was 14.9. That fig- 
ure rises to just under 21.3 if Af- 
ghanistan, Iran, Cyprus and the Arab 
states of West Asia are excluded from 
the report's "Asia-and-Pacific" clas- 
sification. 

Surprisingly, Asean scored a low 
15 — more than six points below the 
eastern Asia-Pacific grouping and 
only three points above the nine War- 
saw Pact allies. Asean's range was 
[rom 20.2 for Singapore and 19.2 for 
the Philippines to a low of 12.1 for 
Malaysia, with the three other mem- 
bers in between: Thailand 14.5, In- 
donesia 12.6 and Brunei 12.4. 

Kirkpatrick explained that the 
yardstick used to measure a country's 
dedication to “US values and in- 
terests" was their voting record on 10 
key issues "important to us, and on 
which we lobbied other nations." Top 
priority went to the assembly's chal- 
lenge to Israel's credentials and to re- 
solutions calling for the withdrawal 
of Soviet forces from Afghanistan 
and Vietnamese troops from Cam- 
bodia. 

Other key issues included chemical 
and biological weapons, apartheid, 
the Middle East, US intervention in 
Central America and criticism by 
name of the US for its military ac- 
tivities. 

As in previous years Israel, with a 
score of 88.5, voted most often with 
the US. The runners-up were Britain 
(82.1) and West Germany (80.8). 





Japan, with 70.9 points, led the 
Asia-Pacific group, followed by Aus- 
tralia (62.4) and New Zealand (60.6). 
In the same grouping only South 
Yemen (4.8) ranked below Laos and 
Vietnam, each with 4.9 points. 

Kirkpatrick suggested that the 
Washington administration's pugna- 
cious approach to UN dissidents had 
persuaded other delegations to cut 
down on "name-calling" — which 
she defined as the practice of singling 
out the US, often along with Israel 
and/or South Africa, for criticism by 
name in the texts of resolutions. 
Thus, the Asia-Pacific region, which 
sided with the US to delete such 
gratuitous references in only 11.2% 





Kirkpatrick: measuring dedication. 


of cases in 1983, more than — 
its support to 28.6% in 1984. For 
Asean, the conversion to the US view- 
point was even more dramatic — 
from 5.6% to 37.3%. 

Kirkpatrick left no doubt that a 
country's vote in the UN arena on is- 
sues dear to Washington's heart will 
have a parallel effect on the US’ 
government-to-government dealings. 
“Integrating our multilateral rela- 
tions into our ongoing bilateral 
relations with other countries is the 
only way of introducing some sense of 
responsibility into nations’ treatment 
of US interests inside the UN,” she 
said, adding: “It is not punitive or 
mean. It is responsible.” 
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Citibank has established Asian 
Banking Center offices in Singapore, 
Hong Kong, San Francisco and now 
Guam, USA. 

Asian Banking Center was 
created to help individuals and 
businesses diversify their assets and 
to look after their particular financial 
needs. 


AWhole World of Financial 
Opportunities 

Our Asian Banking Centers 
are located in places where there is 
no tax withholding. 

You can deposit in any major 
currency. Purchase properties over- 
seas. Invest in precious metals. And 
arrange for credit facilities, foreign 
exchange and remittances to any part 
of the world. 
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Your Confidential Investment Officer 

Your Personal Citibanker is a 
skilled professional who will handle 
all your transactions and tailor 
specific financial packages for vou 
with the utmost discretion. 

Because at the Asian Banking 
Center, we treat everything in the 
strictest confidence. 

Remember, we're. always just a 
phone call away. 

Backed by the World's Leading Bank 

Citibank has more than 80 years 
experience in Asia. 

We have2600 branches. Offices 
in 92 countries. And total assets 
exceeding US$150 billion. 

At Asian Banking Center, you 
can make use of Citibank’s financial 
expertise worldwide. 
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The Wings of Paradise 


| | Then vou fly Air Lanka Business Plus 
vou have a lot to celebrate. Priority check 


in, plus a big 30 kg baggage allowance. 
‘Welcome aboard’ with French champagne, 


comfortable one from the aisle seating plus 
plenty of room to stretch out. 

First class cuisine ts another reason to 
celebrate your decision to fly Business Plus 
Plus in-flight care that's Paradise itself. 
Celebrate the best business deal you ever made. 
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You got it first from the 
Philippine Plaza — Manila’s 
most preferred hotel. The 
seasonally available Mid-vear 
Bonus. Now in its 6th 
fabulous year! 4096 off on all 
rooms and suites. What 
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Californian police grapple 
with Asian approach to law 


By Mark R. Thompson in Los Angeles 


he influx of several hundred 

thousand Asians into Southern 
California during the past decade has 
helped push the region past New York 
as the major point of entry for immi- 
grants coming to the US, It also has 
caused considerable consternation in 
the criminal justice system which is 
based on Anglo-American legal tradi- 
tions, a heritage now shared by just a 
minority of citizens in some parts of 
Southern California. In Los Angeles 
County alone, 104 different languages 
and dialects are spoken, and one TV 
station, KSCI Channel 18, broadcasts 
in 14 different languages. 

The mixture of cultures has often baf- 
fled the police. It has caused logistical 
nightmares for prosecutors trying to 
assemble a case and plunged defence 
lawyers into arcane debates about such 
things as when a dialect is in fact a com- 
pletely different language, what role 
suicide plays in Japanese society, and 
whether “rape” is an acceptable facet 
of courtship among the Hmong. Mean- 
while, judges have been forced to pon- 
der whether a crime sometimes is an in- 
nocent act by a person who never dream- 
ed other people considered it wrong. 

The police are usually the first 
point of contact between immigrants 
and the US system of criminal justice. 
The Los Angeles Police Department 
has attempted to cope with the influx 
of Asians, the fastest-growing im- 
migrant group in California, by field- 
ing an Asian Task Force. But recruit- 
ment of officers qualified to serve with 
the “culturally sensitive” unit has 


FAR EASTERN ECONOMIC REVIEW e 4 JULY 1985 


proved to be a cultural hurdle itself. 
Vigorous recruiting drives in Asian 
neighbourhoods have foundered on the 
fact that Asians prefer business to law 
enforcement as a career, said Lieut 
Glenn Ackerman, head of the task 
force, adding: "I'm a Paddy because we 
ran out of Asians." Founded 10 years 
ago, the group presently consists of 16 
sworn officers who help mediate police 
relations with an Asian community 
nearing three-quarters of a million. 
While the Los Angeles police force 
has a sizable percentage of blacks and 
Hispanics, two of the longest estab- 
lished ethnic groups in the city, only 
1.5% of the 7,000 officers are of Asian 
descent. And many are second or third 
generation Americans who do not 
speak the language of their ancestors 
Ackerman also conceded that part of 
the police department's inability to re- 
cruit Asians stems from the fact that 
the recent immigrants are suspicious 
of officials, particularly those who 
carry guns. The fear of authorities was 
recently fanned in Monterey Park, à 
predominantly Asian community just 
outside Los Angeles, by police officers' 
use of routine traffic stops to question 
Asians about their immigration status. 
However, the Asian Task Force and 
another police squad that concentrates 
on Chinatown have made much pro- 
gress in establishing communication 
between police officers and ethnic 
groups, police officials maintain. Busi- 
nessmen used to be easy targets for ex- 
tortionists because they preferred to 
pay up rather than go to the police. 





Now they are more likely to report 
crime. 
Some 
however, point to persistent problems 
between Asian immigrants and the 


criminal defence lawyers, 


law-enforcement officials. Thomas 
Ono, a Japanese-American lawyer 
with offices on the edge of Koreatown 
— home of 200,000 Koreans in Los 
Angeles — said he has recently seen “a 
disturbing increase" in altercations 
between Asian immigrants and the 
police. He has recently handled 12 
cases of alleged battery against a 


police officer, including some that he - 


found a bit suspicious. "You'll have a 
120 lb guy alleged to have attacked 
four 6-ft policemen," he explained. 


Oo said such incidents are usually a 
product of cultural misunderstand- 
ing. "Sometimes it comes in where à 
recent immigrant freezes, panics," Ono 
said. "An officer says something and 
they don't answer. And then the police 
officer becomes impatient, thinking, 
‘Hey, I’ve got a smart-ass here'." 

Ono credited the police department 
for its good intentions, but he said its 
effort to train officers in cultural sen- 
sitivity is far too limited, though the 
task force boasts language capability 
in Japanese, Korean, Tagalog, Thai, 
Vietnamese, Mandarin and Cantonese; 

In April, Los Angeles Municipal 
Court Judge Samuel Mayerson threw 
out a confession made by Thong 
Huynh, who was charged with acces- 
sory to murder in a Chinatown jewel- 
lery store hold-up, on grounds that the 
police did not properly warn him of his 
constitutional right to remain silent. 
The mandatory warning was delivered 
in the Toishan dialect of Chinese. 
Huynh speaks Cantonese. Huynh's at- 
torney, Michael Yamaki, successfully 
argued at a preliminary hearing that 
the “dialects” are different languages. 

The language problem, though seri- 
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ous, is the least of the problems stem- IT 


ming from ethnic diversity. When a re- 
cent immigrant from a foreign country 
with a completely different set of 
values commits an illegal act that 
would have been perfectly acceptable 
in his (or her) homeland, defence law- 
yers argue the act was not necessarily a 
crime. In such situations, cultural dif- 
ferences often prevent officials from 
even trying to enforce the law in the 
immigrant communities. Donald East- 
man of the Los Angeles County DA of- 
fice explained: "Where the culture 
really gives us challenge is at the logis- 
tical end." The near impossibility of 
getting victims and witnesses to testify 
in court about an incident that few con- 
cerned really consider a crime amounts 
to a de facto cultural defence, he said. 


he cultural defence may receive a 

full hearing in a Santa Monica 
courtroom this summer when Fukiko 
Kimura stands trial for murder. The 
Japanese woman, despondent after dis- 
covering that her husband had carried 
on an affair with another woman, tried 
to commit suicide in January by walk- 
ing into the sea with her two children 
in her arms. The children drowned, but 
she was rescued from the surf by pass- 
ers-by. Kimura is charged with murder 
"special circumstances," and if she is 
convicted by a jury, she could be given 
the death penalty or a term of life-im- 
prisonment without parole. 

At the trial, however, experts are 
prepared to testify that in Japan par- 
ent-child suicide is common, and in- 
deed more socially acceptable than a 
mother taking her own life and leaving 
her children behind; it is rarely if ever 
treated as premeditated murder. Kim- 
ura has pleaded not guilty. 

Predictably, prosecutors and the 
police dismiss the cultural defence. 
“The problem is, we're not in Japan,” 
Ackerman said. "We're here." Allow- 
ances could be made about Kimura's 
level of culpability at the time of sen- 
tencing, he said, but US law should 
apply in judging the act itself. 

The culture defence has most often 
found its way into the courts in cases 
involving the Hmong, a tribal people 
from the mountains of Laos. Many of 
the Hmong, who were initially reset- 
tled in various parts of the US, have 
eventually found their way to Fresno, a 
small city 200 miles north of Los 
Angeles, for reasons that the citizens of 
Fresno do not completely understand. 
In the past two years, the Hmong popu- 
lation in the Fresno area has soared to 
30,000, according to police figures. Ac- 
cording to Deputy District Attorney 
Eugene Martinez "there has been a 
great deal of stress and strain between 
the American criminal justice system 
and the Hmong culture, which has a 
justice system of its own.” 

Besides a vastly different language 
and culture, the Hmong also have a 
general fear of police and other au- 
thorities. Lieut Richard Lindstrom, 
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Vietnamese family in 


who formerly headed the Fresno Police 
Department's Hmong Task Force, said 
that when Hmong drivers are pulled 
over for routine traffic stops, they 
often get out of their car, put their 
hands on their head, and kneel on the 
ground. “That’s the execution posi- 
tion,” he observed. 

Some of the conflicts between 
Hmong traditions and California law- 
enforcement officials arise over rela- 
tively trivial matters, for instance. the 
Hmong habit of butchering pigs in 
their back yard in violation of local or- 
dinances. “These pigs are very noisy 
when they start getting their throat 
slit, and all the neighbours call,” said 
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Capt. Ernie Rojas, area commander for 
Fresno's central police district. A more 
serious clash of values has centered on 
a certain Hmong marriage custom. An- 
thropologists call it "marriage by cap- 
ture." Fresno police and prosecutors 
call it “rape.” 

Several cases have ended up in the 
criminal courts in Fresno, in Santa 
Ana, and also in Minnesota, where siz- 
able numbers of the tribespeople have 
also settled. According to Deputy Pub- 
lic Defender Kenneth Carrington, who 
represented one would-be Hmong 
suitor apprehended by Fresno police, 
the courtship had proceeded according 
to ancient design with flirting over the 


Do-it-yourself films look to 
a future with robots as friends 


By Honor Wilson in Tsukuba 


apan's NEC film show at the Tsuku- 

ba Expo offers something a little 
unusual — you can change the plot of 
the film as it goes along using a com- 
puter terminal and a TV monitor that 
comes with each seat. The viewer 
presses a section of the touch-sensi- 
tive monitor, which is linked to the 
main screen, to indicate which course 
of action should be taken next, and 
the majority "vote" decides. NEC 
says 81 different versions of the 
thrills and spills are possible. 

The screen is 6 m high and 24 m wide, 
with 27 mini-screens. Each of these 
has its own video projector, and they 
show either single images or part of 
larger images. The images themselves 
are a mix of computer-generated 
graphics and real TV pictures of 
space. Into this hotpot are thrown 
“live” pictures of the audience. The 
entire output from the video projec- 
tors is computer-controlled. 

At strategic points in the plot the 
seats vibrate and tilt to simulate a 


space craft on the move. The au- 
ditorium is bathed in three-dimen- 
sional dynamic sound and laser 
lights. 

The fruit of all this high-brow, hi- 
tech, gee-whiz sophistication is 
alarmingly low-brow stuff — the plot 
of NEC's extravagansa is as simple as 
its telling is complicated. The space 
craft hits falling meteors, black holes, 
magnetic storms and so forth; the au- 
dience must guide it back to safety. 
There is cursory narrative and no 
dialogue, except that between the 
viewer's computer terminal and the 
screen. It was often hard to tell which 
were real pictures of Space and which 
were computer-generated. 

Mitsui goes for the same battle-cry 
as NEC — the future is friendly, tech- 
nology is cosy, robots are our friends. 
This blatant nonsense is projected 
onto a waterfall — or rather three 
waterfalls, to give a multi-screen ef- 
fect. 

Shueisha shows a film using what 
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tokens of "affection and "09e letters. 
and chaperoned dates before the man 
took the final step. He took his in- 
tended to his family's home and con- 
summated the union. 


hat confused law-enforcement of- 
ficials was the fact that "the culture 
requires the girl to weep and moan and 
groan and say, ‘No, no, no, I'm not 
ready ’,” Carrington explained. “If she 
seems too willing she’s not considered 
virtuous and nobody wants her. If the 
guy's not brave enough to take her by 
the hand and lead her away, he's not 
strong enough to be her husband." 
Carrington said disgruntled Hmong 
families report the “abductions” to the 
police as a rape only because they do 
not approve of the match or hope to 
gain leverage in bargaining over a 
brideprice. “The police go out there 
with their guns drawn, kicking down 
doors, and it turns out the mother just 
wants her daughter back," he said. In- 
deed, in most cases where the police re- 
ceived an initial complaint, pro- 
secutors have had to drop the charges 
after the "victim" appeared to accept 
the arrangement, law-enforcement of- 
ficials conceded 
But Martinez told of one rape case in 
which the girl was a fully Americanis- 
ed 19-year-old student at the city col- 
lege. 
anything to do with the Hmong tradi- 





Tsukuba Expo: cosy technology. 


is called the Cinema-U system: a 
70mm, 15 perforations per frame, 
format. The screen is as big as a six- 
storey block. Shueisha claims the 
image resolution provides greater 
depth and clarity than the naked eve. 

Instead of the technology-is-our- 
chum theme Shueisha links the 
greatness of today to that of ancient 
times. Their film shows us the ancient 
ruins of Greece, Egypt, Easter Island 
and Mexico. These ruins, we are told, 
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womat E whe had been 
violated B She certainly has rights not to 
be kidnapped and raped against her 
will." 

Fresno prosecutors, however, per- 
mitted the defendant to plead guilty to 
false imprisonment, a misdemeanour. 
After hearing the testimony and re- 
viewing a doctoral dissertation on 
Hmong marriage rituals, the judge 
sentenced the man to 90 days in the 
county jail. "Judging from the sen- 
tence, the court bought [the cultural 
defence] to a certain extent," observed 
Martinez. As for the Hmongs, "thev 
followed the rape trial very closely," 
Carrington remarked. 

Law-enforcement officials assert 
that such an adjustment process is 
mandatory for immigrants who want 
to make a home for themselves and 
their families in the US. Such an accul- 
turation process works in time, said 
Yamaki. He noted that the concept of 
prosecuting a man for beating his wife 
completely baffled some newly arrived 
Vietnamese immigrants. “You see, in 
Vietnam, a wife isa piece of property," 
Yamaki explained. “Four or five years 
ago, I had two clients who looked at me 
and said, ‘Are they crazy? This is my 
wife! I can do anything I want to with 
her." But Yamaki added that he be- 





“She said she did not want to have 


lieves the problem has subsided over 
“As they get arrested and go to 
jail for it, word gets out.” o 


time: 


are the relay stations between the 
past and the future. Mercifully they 
are also dramatic and beautiful film 
locations of the present. 

Japan's Iron and Steel Federation 
features a steel ball rushing Star 
Wars-style through the Milky Way to 
Earth, where we are told it sym- 
bolises the spirit of man, nature and 
space. In 14 minutes we move from 
the dawnings of the iron age to the 
bullet train — all in three dimensions. 

The federation says the film is 
"stereo-vision" and that it was de- 
veloped by the US Stereo Vision Co. 
Its three-dimensional effect is stun- 
ning the first time around — and un- 
doubtedly this presentation was 
filmed to tease. Every time something 
is pointed at the camera it looks to 
each member of the audience as if it is 
going to hit them right between the 
eyes. Needless to say, there is much 
pointing to the camera — recipro- 
cated by a lot of ducking and giggling 
from the audience. 

As all of this hi-tech trickery be- 
comes available to filmmakers — as 
opposed to public relations people — 
one feels that they might wonder 
what to do with it. One hopes they can 
produce something better than the 
plotless mini-features that do little 
more that celebrate the technology 
which seemed to be the order of the 
day at Expo. 
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.. delicately —. 
* Mohan Ram in New Delhi 1 


n. March this year, the commu- - 
nist government of India's West | 


-= Bengal state received a — 
M 


letter from Chandmal Chopra 
wanted the Koran forfeited — 
cause it violated the Indian law by 
inciting violence, religious enmity. 
and hatred. The government was | 
given a week's time to act on the | 
"notice" demanding justice. No- - 
thing happened and Chopra along | 
with Sitalsingh, another citizen 
máde legal history of sorts by chal- 
lenging the Koran in court. They 
nearly got away with it, — 
Justice Padma Khastgir did 














want to turn down any petitior z d 


"[Chopra] may be a madman but. g . 
must give him a chance," she saic v 
later. a 

The government was in a flap | 
because it had been cited as th 
main respondent in the petition - 
and the judge wanted it to file an — 
affidavit. But as the matter came — 
up for hearing, the judge released — 
the case from her court, leaving it 1 
to be disposed of by Chief — 
Satish Chandra. 

The case had international im- - 
plications and could easily stir up - 
religious tensions in India, where - 
Muslims are a significant minori- - 
ty — about a seventh of the 
ulation of more than 700 million’ 
The federal government rushed | 
Law Minister Ashok Sen to Cal- 
cutta to handle the delicate mar 
ter. The state's communist Chie 
Minister Jyoti Basu termed the e 
tertainment of the petition de 
spicable." 

The petition was dismissal 
but not before the state gov- 
ernment filed its affidavit. The — 
deputy secretary of the Home 
Ministry solemnly affirmed that i 
the Koran was a divine book ac- — 
cording to the Islamic religion and — 
no earthly power could sit in j — | 
ment on it, or any other holy i 
such as the Bible, the Bhagavad | 
Gita and the Granth Saheb; these — 
books and their translations can- 
not be a subject of matter of ad- — 
judication in a court — this, de- | 
spite Lenin's view that religion is 
the opium of the masses. 

Whether or not the communist 
government really believes “all 
holy scriptures are immune from _ 
judication in a court — this, de- 

ite Lenin's view that religion is 
ihat not all electors are com- - 
munists — and elections still have 
to be won. 
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The oraina amongst the English by 
is Wright. /.B. Tauris, London. 
E: 7.95 (US$23.60). 

Under the Ayatollahs by Dilip Hiro. 
E outledge & Kegan Paul, London. No 
rice given. 
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odern Persia has suffered from two 
IN unavoidable physical attributes 
yh ich turned out to be more like hand- 
cap 08: its strategic position and its oil 





B oth have been envied by the great 
JON rers: both have been used and the 
sians have been manipulated be- 
a ba se of them. Ironically, Iran's pre- 
n ‘Situation is a tribute to the fact 
1at somehow, against all odds, indi- 
genous interests have been able to 
JVE ercome a century-and-a-half of ex- 
E il meddling to return the country 
e same sort of isolation it enjoyed 
centuries after the collapse of its 
a imperialism. 
‘Sir Denis Wright, a former British 
— — to Iran and president of 
e British Institute of Persian Studies, 
na d produced a fascinating if facile 
O ok detailing practically every con- 
act made between Persians and Bri- 
ish from 1238 to 1941. 
Without drawing any conclusions 
1 im self, he leaves us to conclude that 
el -interest and greed motivated 
th ose actors from either country who 
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J — — Overseas Students, 
| L "Foreign Employees, and Meiji Japan 
ed by Ardath W. Burks. Westview 
P ress, Boulder and London. US$29.85. 


pne of the tacit assumptions behind 
9 current American and and Euro- 
D ean efforts to get J apan to open up its 
inancial markets is that the West is 
loing another Perry. The unexpected 
| A val of Commodore  Perry's 
ackships in 1853 is credited with 
nar ng forced the Japanese out of their 
seclusion and with forcing them to 
open their market to Western manu- 
tures. It is also often regarded as the 
event which initiated the Westernisa- 
ffon of Japan's feudal society and 
brought the country into the modern 
world. 

= Today, the numerous politicians 
who tread their way to Tokyo firing off 
verbal salvos of indignation about the 
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Caught in the Empires gate - 


stroll — and often strut — upon his stage. 
.The code word for deciphering 
Anglo-Iranian relations is India. Bri- 
tain never considered Iran a place 
worth colonising, but it did worry 
about its position as a gateway to Bri- 
tish India. The first serious contacts 
the British bothered to make with 
Teheran — through the Honorably 
East Indian Company — were in 1798 
when they sent an envoy to bribe the 
Persians to attack Herat, on the Ira- 
nian-Afghan border, to relieve pres- 
sure from the Afghan leader Zeman 
Shan on Lahore and Punjab. The Eng- 
lish paid the Persians the extraordin- 
ary sum of £25,000 (US$32,894) in the 
money of the day to mount an expedi- 
tion against the Afghans. Typical of 
the duplicity which Wright details on 
both sides, the Persians took the money 
though they almost certainly had al- 
ready planned the attack. 

The British had à second reason at 
that time to want to ingratiate them- 
selves with the Persians. Napoleon had 
landed in Egypt that same year and the 
English were fearful of Persia as a 
French route to India. With showers of 
expensive gifts and flattery, they per- 
suaded the Persian shah that the 
French were out to "disorganise and 
subvert every system of government" 
and to introduce “anarchy and 
atheism” in every country of the world 


JAPAN 


Myth of money-market blackships 


nature and speed of financial liberali- 
sation no doubt see themselves as lat- 
ter-day Perrys. Indeed the original jus- 
tification for Perry's mission, “that 
Japan had no right ... to cut herself off 
from the community of nations" (the 
West), has an uncanny echo in some of 
today's posturing. 

Perry's blackships may well have 
forced Japan out of its seclusion and 
the Japanese may have rushed forward 
with surprising conviction and alac- 
rity to embrace things Western, but did 
they do so blindly, or did they do so 
selectively in such a way as to ensure 
that what was borrowed accorded well 
with how they felt their society ought 
to develop? The latter would seem to be 


‘the conclusion of this interesting col- 


lection of essays. 

The Meiji Charter Oath of 1868 
stated: “Knowledge shall be sought 
from all over the world.” And Japan 
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Persian envoy to Britain: disbelief. 


as they had in their own, and were "the 
natural enemies of all crowned heads" 
— phrases which have a frighteningly 
familiar ring. Presumably the Foreign 
Office still uses the same phrase book. 
The Persians promptly agreed to ar- 
rest all Frenchmen attempting to enter 
the country, but within a few years, 
trving to get British help against their 
traditional enemies the Russians, they 
were threatening to enter into an 
agreement with the French to allow 
them free passage towards India. Luc- 
kily for the British, the French were 
every bit as duplicitous as they or the 
Persians were, and did not honour the 
conditions of the proposed agreement 
With the defeat of Napoleon, Britain 


boldly went ahead and did just that. 
Students were sent abroad and foreign 
experts were brought to Japan to be- 
come “live machines” and “living 
books of reference” to teach the Japan- 
ese how to build railways and en- 
gineering works, shaft mines, even 
how to develop Hokkaido. The chal- 
lenge was enormous. One of the ear- 
liest overseas students put it rather 
vividly: “We are like frogs in a well 
who judge the expanse of the sky from 
the size of the well mouth.” 

The costs were also huge. All West- 
ern foreign employees (there were also 
Chinese coolies and apparently one 
foreign worker from Mongolia) right 
down to the British workers who drove 
the trains until 1879, received much 
more in wages than the corresponding 
rates for the Japanese, and a small 
number received more than ministers 
of state. In 1874, the peak year of re- 
cruitment, salaries for foreigners alone 
amounted to US$1.8 million. No won- 
der, then, that news of this gravy train 
spread quickly round the ports of the 
Far East, and Japan attracted a whole 
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Punch cartoon of the Shah's visit: protests. 
lost its interest in Iran for the time 
being, horrified at the suggestion of 
helping Teheran against their old allies 
the Russians or at theidea that the Per- 
sians might attack Herat — now eyed 
with greed by Moscow. But half a cen- 
tury later it was the Russians who were 
the threat to India and Britain was 
again seeking treaties with the Iran- 
ians against their neighbour. 


ll of this is meticulously researched 

by Wright and he has some very 
good anecdotes about Persian envoys’ 
impressions of England — where they 
not only picked up their first knowl- 
edge of industrialisation and printing. 
but of constitutional monarchy and the 


substratum of riff-raff eager to sell 
their "expertise." 

However, the excellent essay by 
Hazel Jones shows that no matter how 
strong the sense of mission most of the 
foreign experts had — and many of 
them, especially the Americans, were 
in fact Christian missionaries, though 
not Bible bashers, and, unlike the pre- 
vious wave of missionaries in the 16th 
century, not willing to suppress infor- 
mation that contradicted their biblical 
message, such as evolution — the Ja- 
panese remained firmly in the saddle, 
and "intended to direct the process" of 
learning from the West. In this they 
were of course helped by the fact 
that the technological gap between 
Japan and the West was not as great as 
that between the advanced industrial- 
ised countries and developing ones 
today. 


he Japanese were also able to build 
on à fairly solid foundation of scien- 
tific curiosity and experiment inherit- 
ed from the Edo period. The two 
background chapters, based on region- 
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balance of power between 
king, nobles and com- 
mons. One early Persian 
visitor to England in 1800 
recorded with almost dis- 
belief, for instance, that 
the English king "had no 
power to kill anyone, even 
his own servants, until 
the judges order it" — à 
situation sadlv vet to be 
achieved in Iran. There is 
also a fascinating chapter 
on Nazir ud-Din Shah's 
state visit to Queen Vic- 
toria during which he be- 
came the subject of music 
hall songs, trade-union 
protests and cartoons in 
Punch. 

If the book has a fault 
it is that too many tri- 
vial details are record- 
ed and some of the facts — such as 
the numbers of servants in a retinue 
or the, jewels worn — are presented 
rather in the manner of Ripley's Be- 
lieve it or Not or TV's That's In- 
credible. 

Dipil Hiro's book is a far more seri- 
ous and weighty affair, though it also 
bears witness to the unfortunate effect 
foreign interest has had on Iran. One 
can say, in fact, that Shaul Bakhash's 
The Reign of the Ayatollahs (REVIEW, 
11 Apr.) only remained the standard 
work on the 1979 Islamic Revolution 
until Hiro's book was published. 

In great detail, Hiro paints a far 
wider canvas than Bakhash attempted. 
In fact, he sketches in the history of 





al studies, show quite clearly that the 
Edo period was far from being the age 
of stagnation, even in social and econo- 
mic matters. 

The whole Meiji episode of sending 
students abroad (between 1868 and 
1902 some 11,248 passports for over- 
seas study were issued) and bringing 
foreign experts to Japan is one of his- 
tory’s most fascinating experiments in 
economic development. But what was 
the contribution of the foreign employ- 
ees to Japan's modernisation? Any at- 
tempt to answer that means getting in- 
volved in the controversy which rages 
within Japan about the weighting of 
exogenous and endogenous factors in 
Japanese development, and, as the 
editor points out, studies of the role of 
the live machines are only in their in- 
fancy. 

Nevertheless, together with the stu- 
dents who were sent overseas and the 
pupils whom they live machines taught 
to take over their jobs, to say nothing of 
such  "non-developmental"  conse- 
quences as the contribution of some of 
them to the "discovery" of Japan's 








Islam from Muhammad's birth, and 
the history of Islam in Persia. He goes 
on to detail the clergy's relations with 
the Safavid and Qajar dynastiesand fi- - 
nally with the Pahlavis. All of it is tel- ] 
lingly relevant, showing as it does that; 7 
the 20th century Islamic Revolution "| 
was part of a continuing tapestry which ~ 
should not have surprised anybody. | 

Hiro shows how the Americans, once 
they had taken over the Western influ- 
ence in Iran from Britain to protect oil 
interests and keep Iran out of Soviet 
hands — showed no less cynical self- 
interest and lack of understaning than ~ 
their predecessors. The irony is that 
while the Americans had done every- 
thing in their power — including the 
overthrow of Mohammad Mossadeq — — 
to keep their influence on the shah and ` 
had kept the regime fully supplied — 
with arms and aid, it was another US ~ 
administration which finally de-— 
stabilised his regime. 

Hiro shows very convincingly that it 
was a desire to please his paymaster 
former US president Jimmy Carter, 
who held human rights so dear, than - 
led Reza Pahlavi to ease the iron grip 
he had on the opposition, the press and, 
the clergy. By allowing the smallest 
measures of dissent to go unpunished — 
by swift and terrible retribution, the 
shah opened the floodgates which — 
within two years swept him from ~ 
power. Ironically, if there was a worse” 
loser in the whole affair than Reza 
Pahlavi, it was Carter, who will live 7 
forever haurited by the humiliation of 7 
the Iranian hostage disaster. d 

— MICHAEL MALIK  - 
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fast-disappearing traditional culture, 
the answer is surely that it was exten- 
sive, if not vital. 7 

However, the book, especially in the” 
editor's judicious linking pieces, also - 
demonstrates the need to assess the © 
episode from an historical perspective. — 
For the Meiji leadership “some experi 
ence abroad, or at least familiarity 
with Western studies" was necessary. ~ 
while the Western model of develop- — 
ment provided a new choice; a new di- 
rection in which to channel changes 
that were already underway within the 
society. Perry's blackships “may have 
been the occasion for, not the cause o 
basic changes.” MT 

So too today, with the whole ques= — 
tion of financial liberalisation, Westa 
ern financiers are deceiving them- — 
selves if they think that they are the — 
cause of change rather than the ~ 
catalyst, and they will compound that — 
deception if thev imagine that the 
eventual changes will result in an 
avatar of the City or Wall Street in 
Tokyo's Marunouchi area. 

— DEREK MASSARELLA 
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Philippine miners find it cheaper to shut down than produce 


The wasting asset 


By Jose Galang in Manila 


eset by low world mineral prices 
B and the nation's financial crisis, 

the Philippine mining industry 
appears to be fighting a losing battle to 
reduce its mounting stockpile of losses. 
Most Philippine mines, among the 
more reliable sources of export re- 
venues for the country in the past, are 
operating in the red, and no end to 
their troubles is in sight. 

The average price of copper sold by 
Philippine mining firms fell to 62.56 
US cents in 1984 from 72.48 US cents 
in 1983, while production costs have 
remained high because of peso devalu- 
ations and higher financing costs, And 
with activities of anti-government 
groups causing disruptions in many of 
the companies' operations, more of the 
mines may have to close to avoid 
further losses. 

Of the 15 major producers of copper 
in 1980, only seven were still operating 
in 1984. The others were either fore- 
closed by creditors or taken over by 
bigger firms. Adding to the current 
gloom in the industry is the fact that 
there are no known investment or ex- 
pansion plans in the works from the 
operating mines, and major program- 
mes of even the profitable mines have 
long since been put on the back-burner. 

None of this augurs well for the 
Philippine economy, whose recovery 
from recession is dependent to a large 
extent on the performance of the coun- 
try's exports. In 1984, total export re- 
venue from mineral products reached 
US$266 million (4.9% of all exports), 
down from the previous year's US$440 
million (8.8% of the total). Exports of 
copper concentrates (from which cop- 
per metal is produced after refining) 
amounted to US$115 million in 1984, 
down 54% from 1983. 

The Philippine Government is hop- 
ing that earnings from non-traditional 
exports such as semiconductors and 
garments will make up for declines in 
shipments of such traditional exports 
as mineral products, sugar and logs. 
But preliminary estimates indicate 
that exports of these non-traditional 
products have not risen enough to 
compensate for the slump in the long- 
established industries. 

Production of mineral products has 
been steadily falling. In 1984, accord- 
ing to the Chamber of Mines of the 
Philippines, production of all metals 
(except nickel ore and refractory 
chrome) continued the previous year’s 
trend. Extraction of gold and copper, 
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the two top mineral products, showed 
declines of 4.9% to 24,041 kg and 
17.2% to 226,053 tonnes, respectively. 
In the first quarter of 1985 copper pro- 
duction fell 5.5% from the year-earlier 
quarter, though gold output rose 3.4%. 

The Securities and Exchange Com- 
mission listed a mining company — the 
state-operated North Davao Mining 
Corp. — as incurring the biggest net 
loss, P1.54 billion (US$83.5 million) 
among the country's largest corpora- 
tions in 1984, North Davao's deficit 
follows that of Marinduque Mining 
and Industrial Corp. which in 1983 
posted a record-setting loss of P4.3 
billion (REVIEW, 30 Aug. '84). Marin- 
duque could not cope with its financial 
crisis and was foreclosed by its cred- 
itors late in 1984. 

Typical of the industry's predica- 
ment is the plight of Atlas Consoli- 
dated Mining and Development Corp., 


the country's largest producer of cop- | 


per and silver. Despite an asset revalu- 
ation to improve its financial position, 
the company still ended the first quar- 
ter with a net loss of P471.3 million. By 
local standards, that was huge: It also 
followed a full 1984 loss of P696.5 mil- 
lion, which wiped out the firm's re- 
tained earnings of P323 million. 

The prolonged price trough and high 
operating costs continue to. bleed 
Atlas. One stockbroker familiar with 
the company's operations believes that 
its recovery hinges on an early im- 
provement in copper prices, which 
would be felt immediately. Meanwhile, 
the company's major expenses in 1984 








Philex mine workers: the only bright spot. — 


were payments for processing of its 
concentrates by the state-run copper 
smelter (26.8%) and interest paid on 
loans (18.3%). Direct operating costs 
claimed nearly 80% of revenues. 


he company's finances continue 
i to be tight and industry sources 
say Atlas may yet have to stop 
work temporarily —or take some other 
measures — to cut costs, perhaps 
within three months. The problems of 
Atlas, the biggest copper-miner in the 
Far East, is in stark contrast to the 
firm's bright prospects in 1980. That 
was the year it reached full production 
in its new mine, and cashed in on then- 
high metal prices. If Atlas is forced to 
halt operations, it will be the second 
major Philippine mining company to 
do so within a year; last September, 
Lepanto Consolidated Mining Co. sus- 
pended mining operations for five 
months. 

On top of low prices and high pro- 
duction and finance costs, Lepanto 
was also troubled by large inventories 
of copper concentrates and the inabil- 
ity of.its regular buyer, American 
Smelting and Refining Co. to buy be- 
cause of strict environmental rules 
which crippled its smelter operations. 
Lepanto had to lay off 1,251 employees 
and another 43 retired — reducing its 
total workforce by nearly a third. 

That, however, did not prevent 
Lepanto's total costs from surging to 
P839.9 million for 1984, more than 
double the 1983 level. But it did man- 
age to dispose of its huge stockpile 


4 JULY 1985 e FAR EASTERN ECONOMIC REVIEW 


—— — — — — — 





Secondary producer 


*No production. 





while production was halted, helping 
the firm to keep its head above water. 
Lepanto eked out a net profit for the 
year of P81 million, down 19.8%, 

Lepanto resumed mining operations 
in February 1985 and output for the 
first quarter was estimated to be some 
47% below last year's mark. Given an 
average copper price of 62 US cents a 
Ib, the company may have run in the 
red for the quarter, according to in- 
vestment analysts, some of whom have 
estimated a first-quarter loss of 
around P15 million. 

But the biggest disappointment thus 
far has been Benguet Corp.'s report of 
a net loss of P62.3 million for the first 
quarter, a reversal from the year-ear- 
lier period when the firm showed a net 
profit of P52.8 million. Along with an 
8% decline in revenues to P725.7 mil- 
lion, the period's "unexpected disap- 
pointment," as company officials call- 
ed the deficit, came from losses in its 
gold and chromite mining and from 
slower business by its 68%-owned 
construction-contracting and steel- 
castings subsidiary. Benguet’s copper- 
mining operations earned some P16.8 
million during the period. 

Benguet's first-quarter result came 
after a 52% decline in its full-year 1984 
net earnings to P141.6 million, despite 
an increase of 13% in revenues. Ben- 
guet nearly doubled interest payments 
from P299 million in 1983 to P554.8 
million in 1984 on its total long-term 
obligations of P1.38 billion. The com- 
pany had publicly criticised the high 
interest rates it had to pay — up to 52% 


at one point — and the effect 
of these on its financial posi- 
tion. 

The primary gold pro- 
ducer describes the outlook 
for 1985 as "uncertain," 
with profits “at modest 
levels" if the price of gold 
stays in the US$300-350 a oz 
range. But the firm lost dur- 
ing the first quarter, despite 
an average gold price of 
US$330 a oz. 

The Philippines' second- 
largest copper producer, 
Marcopper Mining Corp., 
also went deeper in the red in 
the first quarter, with a net 
loss of P23.8 million — al- 
most five times its year-ago 
loss. 


mong the Philippine 
mining industry's "big 
league," Philex Min- 
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ing Co. remains the only 
bright spot. It is expected to 
turn a first-quarter profit of 


about P70 million, stock 
analysts said. Industry re- 
cords show that Philex was 
one of only two copper pro- 
ducers to increase extraction in the 
first quarter — with output up 19.2% 
to more than 6,200 tonnes. 

Industry sources say that Philex, 
which already has a commitment to 
supply 57% of its production to the 
state-run copper smelter, has been 
prevailed upon to make up shortfalls 
by other producers if necessary. (The 
smelter requires up to 500,000 tonnes 
of concentrates a year.) Whether or not 
this is so, the rumoured deal could only 
bolster the earnings of Philex from its 
profitable investments in CityTrust 
Banking Corp., Firestone Tire and 
Rubber Co. and Philippine Overseas 
Drilling and Oil Development Corp. 

But the one thing that fascinates 
stockmarket investors about Philex is 
that it is the only mining company that 
is not a bit affected by heavier foreign- 
exchange debt servicing. The parent 
company reported no bank loans due 
in 1984; its consolidated statement, 
however, showed liabilities of P103.5 
million for the period, up from P79.4 
million the year before. 

For the time being, Philippine min- 
ing companies benefit from temporary 
relief measures from the government. 
In 1984, for instance, distressed mining 
companies were allowed to forgo pay- 
ments of all taxes, duties and other 
fees. Payments may be made when 
copper prices recover to levels that will 
make operations profitable again. But 
the need now, according to most indus- 
try experts, is the withdrawal of more 
mines from production and a tight rein 
on production costs. o 

















NO LONGER | 
A LODESTAR | 


Mi action on the Manila and | 
Makati stock exchanges. But with | ` 
the recent dismal performance of | | 
| 
| 








major Philippine mining com- 
panies — particularly the collapse 4 
late in 1984 of once-treasured nic- 
kel producer Marinduque Mining | 
and Industrial Corp. — the market | | 
has gone into a drift without a | 
guiding star. | 

The Manila Mining Average, 
measuring the price movements of | 
selected listed miners, stood a 
674.35 points on 18 June, repre- - 
senting a fall of 53.62 points or | 
7.4% from its level on the first 
trading day of the year, and of | 
390.95 points or 36.7% from the - 
year-ago mark. 2 

Only four or five major mining | 
stocks are traded regularly; the © 
others are idle most of the year. In 
the first five months of 1985, the 
two exchanges saw a total of 1.15 | 
billion shares traded at an aggre- | 
gate value of P80.6 million 
(US$4.4 million), down 44.4% in 
volume and 66.1% in value on the 
comparable period in 1984. Com- 
mercials and industrials ac- | 
counted for 62.8% of total value 
traded in the January-May period 
compared to the mining board's 
30.5%. 

Prices are presently at bargain - 
levels and hold promise of sub- 
stantial payouts — if prices aa 
metals (particularly copper and . 
gold) recover. However, the mood 
at the Manila stockmarket is ex- 
tremely bearish, given that many 
of the major mines are exper- 
iencing difficulties in their fi- 
nances. 

Losses have already been re- 
ported by Atlas and Marcopper fop J 
the first quarter of 1985. Marke 
analysts predict Lepanto will alin, | 
be in the red. Benguet turned ina | 
surprise loss and has announ 
deferment of its usual mid-year 
dividend of P1.40 this year. d 

Philex is the only remaining at- | 
tractive mining issue. Its price/ | 
earnings ratio of 2.94 in 1983 in- | 
ched down further to 2.89 in 1984. 
Earnings a share followed the - 
same pattern, moving to 3.63 cen- |. 
tavos from 3.57 centavos over the 
same period, though the dividend- | 
a-share level slipped somewhat to 
1.14 centavos from 1.3 centavos. 

— JOSE GALANG | 
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etter late than never? 


Singapore takes steps to help local construction 
firms, but builders fear these may not be enough 


By Nick Seaward in Singapore 


ard on the heels of recent pleas for 

help by local construction ¢om- 
panies (REVIEW, 13 June), Singapore 
Government authorities have an- 
nounced two measures aimed at reduc- 
ing some of the pressure on the indus- 
try. But while some construction com- 


_ panies have welcomed the moves as à 


step in the right direction, most believe 
they do not go far enough in helping 
local contractors to survive the loom- 
ing drought in new business. 

The first of the measures was an- 


nounced on 14 June. Citing a “moral 


obligation,” a spokesman from the 
Housing and Development Board 
(HDB) confounded industry expecta- 
tions by announcing an extension of 


‘the “core contractors scheme" (CCS) 


beyond its scheduled expiry date in 
May. Under the CCS, 18 (later reduced 


— to 15) local contractors had been gua- 


ranteed steady work from the HDB since 
1982. In return, the contractors had 
undertaken to update and mechanise. 
A few days later, the Ministry of Fi- 
nance announced changes to rules on 
erformance bonds and retention 
nds which it said are aimed at in- 
creasing the cashflow of contractors. 
In this instance, however, the govern- 
ment is claiming self-interest as the 


"motive behind the relaxation of the 
- rules, on the assumption that easier 


cashflow will enable construction 
companies to tender lower prices for 
public contracts. 

The announcements coincided with 
the publication of statistics indicating 
that the full effects of the drastic slow- 
down in the construction sector are 
only now beginning to be felt. Bank 
loans to the industry during the first 
quarter grew by their smallest margin 
in more than four years: up only $$32 
million (US$14.4 million), against an 
average growth of S$280 million a 
quarter during that time. Worse still is 
the news that the total value of public- 
and private-sector contracts awarded 
in the same quarter totalled only S$1.2 


— billion — a drop of nearly 25% from 


the previous quarter and a massive 
60% below the year-earlier period. 

The total value of contracts awarded 
this year will probably be maintained 
at previous levels thanks to the S$500 
million project to build a second termi- 
nal for Changi Airport, and Phase 2 of 
the Mass Rapid Transit (MRT) railway, 
for which 37 firms prequalified. 

But local companies represented by 
the Singapore Contractors Association 
Ltd (SCAL) argue that despite the 5% 
preferential margin they enjoy when 
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bidding for government contracts, 
their inability to match foreign firms’ 
offers of financing (7.5% interest rates 
with a balloon repayment after seven 
years have been quoted) usually means 
they lose out even if they have submit- 
ted the lowest bid. The cost of prepar- 
ing bids can be high: in the case of the 
MRT's Phase 2, one bank estimates the 
costs incurred by a company in making 
a contract bid at S$500,000. 

Industry response to the government 
moves has been muted. This may be be- 
cause the easing of the retention-fund 
requirement is across the board, giving 
no special edge to local firms — as de- 


ingapore construction: a 





manded by SCAL. The new regulations 
permit all government contractors to 
provide a bank guarantee equivalent 
to 5% of the value of the project to 
cover both the performance bond and 
liability for defects: cash will no longer 
be withheld by the developer. The reg- 
ulations also include strict new rules 
on the registration of contractors eligi- 
ble to bid for government business. 


hese regulations include what one 

industry leader described as an “ex- 
tremely harsh" provision for the de- 
barment of construction companies 
deemed to have performed poorly from 
participating in government tenders 
for periods of up to five years. With 
government building projects ac- 
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approval by the Ministry of National 
Development in 1984 (and the propor- 
tion expected to increase sharply this 
year) such a debarment is, in the 
words of a local company chairman, 
"not even a life sentence: it is a death 
sentence." 

The Construction Industry Develop- 
ment Board, which from 1 July is the 
statutory body responsible for ad- 
ministering the Registry of Public Sec- 
tor Contractors, states somewhat dis- 
ingenuously that “a business entity is 
not precluded from carrying on busi- 
ness as a contractor or supplier in 
Singapore merely on the grounds that 
it is not registered with the board." 
This rider must come as cold comfort to 
those companies which have borne the 
brunt of the drastic downturn in pri- 
vate construction since 1981. 

Government figures show that in 
terms of gross floor area, planning ap- 
proval for private projects dropped 
49% from 5.8 million m? in 1982 to 2.95 
million m? in 1984. During the same 
period, the public sec- 
tors share jumped 
from 51.8% to 67% 

The Department of 
Statistics estimates 
that between March 
1980 and September 
1984, about 728,000 m* 
of new office space was 
added to the market, 
increasing supply by 
41.5%. Office rents in 
prime areas have drop- 
ped by 22% over the 
past 3 years and con- 
sultants Richard Ellis 
(Pte) reckons that 1985 
will see a further 
165,000 m? of addi- 
tional office space put 
on the market, most of 
which is not required. 

With their main 
markets now de- 
stroyed, Singaporean 
contractors are faced 
with the choice of pub- 
lic-housing construc- 
tion or perhaps a sub- 
contract on one of the 
development projects. Although small 
in scope, the extension of the CCS 
must have come as a much-needed 
psychological boost to an industry 
which is suffering from what one bank 
estimates as a "minimum of a three- 
year oversupply in retail space and a 
two-year oversupply of hotels, office 
space and luxury condominium hous- 
ing." 

Although the government has per- 
sistently evoked the principle of free 
trade to refuse demands for the exclu- 
sion of foreign contractors from pub- 
licly funded projects, the CCS is the 
one officially sanctioned means by 
which local companies are guaranteed 
a minimum number of construction 
jobs from the public sector. o 
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4s B-747 services to Rome, Zurich, Frankfurt, 
Paris, Amsterdam, and London have a great deal going for you. 

And because we ve been flying to Europe longer than any other 
Asian airline, chances are we know what you are looking for on the way. 
To begin with, we offer you a choice of First Class, 

Mabuhay Class, and Economy Class. 

In First Class you have a choice of a seat and a Skybed or a Siesta Seat. 
You also have a choice of seven entrées, including three Asian Specialties. 
Or you can choose Mabuhay Class where only your ticket will remind you 
that all the services you receive cost just the full Economy fare. 

But whatever your destination in Europe and whatever your choice of seat 
you will experience service that comes from the Filipino tradition 
of warmth and hospitality, not just 

from a training manual. 
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When You Need Someone to Rely On, You Can 
Count On Yamaichi For Support 





Making the right decisions is no easy task, when you 
are out there on your own. So why don't you share 
your problems with Yamaichi — turn to us for 
assistance in international investing and financing, 
and make use of our service and experience. 

You'll find the world is a friendlier place. 
Yamaichi thinks people. 





YAMAICHI 


YAMAICHI SECURITIES CO., LTD. 


Head Office: 4-1, Yaesu 2-chome, Chuo-ku, Tokyo 104, Japan. Tel: 03-276-3181 Telex: J22505, Yamaichi International (H.K.) Limited: 
Room 1211-1220, Hutchison House, Central, Hong Kong Tel 5-248014 Telex: 73747 Singapore Representative Office: CPF Building 

79 Robinson Road # 16-07, Singapore 0106, Republic of Singapore. Tel: 2250688 Telex: RS22571 Seoul Representative Office: 19th Floor 
Lotte Building, 1, Sokong-dong, Chung-ku, Seoul, Korea. Tel: 776-2230 Telex: K26651 Beijing Representative Office: Beijing City Minzu 
Hotel, Room 2617, Fuxing Men Nei Da Jie 51, Beijing, The People's Republic of China. Tel: 65-1862 Telex: 22829 


Paris, Sydney, New York, Los Angeles, Chicago, Montreal, London, Amsterdam, 
Frankfurt/Main, Zurich, Geneva, Bahrain. 
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FINE HOTEL 





=a a ae) The heart and soul of Europe's 
Contact your travel agent for grand hotels is the lobby. 
reservations or write to: It's the traditional rendezvous. 


Hotel Regal Meridien Hong Kong F] . 
"legant. let. A c Oo 
71, Mody Road, Kowloon, H.K. Ba Qu oy Seat 


Telex: 40955 HOMRO HX. where one enjoys a quiet 
aperitif or waits to receive 
visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 

It's just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms. 


p? HOTEL REGAL The Hotel Regal Meridien 


. Wh he art of 
MERIDIEN fine vingtives on 


HONG KONG 
HONG KONG'S TRULY EUROPEAN HOTEL. 


A Regal International Hotel 





RH 003/5 





WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WW F 
National Organisation im your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 
J 





WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Revier: 
Advertisement prepared as a public service by Ogilvy & Mather 


T" c-—-— — "p -— = —— 


BANKING 





Hongkong saddles itself with a weighty obligation oi 
to the international banking community 


By Anthony Rowley in Hongkong 


ith the dust now three weeks 

thick on the Overseas Trust Bank 
(OTB) crisis and more known about the 
bank's exposure to the local inter- 
bank market, the question of whether 
Hongkong allowed itself to be held to 
ransom by the international banking 
community in deciding on a govern- 
ment rescue of OTB is being posed by 
some bankers. 

At the time OTB collapsed (REVIEW, 
20 June), Financial Secretary Sir John 
Bremridge hazarded a guess that de- 
positors might get 70 cents in the dollar 
if the bank were allowed to go under. 
He and other government officials 
toyed briefly with the idea of bailing 
out "smaller" depositors — meaning 
those with around HK$50-70,000 
(US$6,410-8,974) in the bank — and 
leaving bigger depositors, including 
banks, to fend for themselves. 

But that was soon dropped in favour 
of a full rescue, similartothat mounted 
two years earlier for Hang Lung Bank. 
Defending this decision before the 
local Legislative Council (Legco), 
Bremridge argued that Hongkong had 
to recognise its wider obligations to the 
international banking community in 
Hongkong as well as to OTB's retail de- 
positors. An agitated call from the 
Comptroller of the Currency in Wash- 
ington to Hongkong Commissioner of 
Banking Robert Fell — presumably on 
behalf of exposed US banks — is be- 
lieved to have helped sway sentiment 
in favour of a full (and open-ended so 
far as cost to Hongkong's reserves are 
concerned) rescue. 

A precedent was thus seen to have 
been established of protecting banks in 
Hongkong — foreign as well as local — 
against what some see as the results of 
their own folly in making loans to un- 
sound institutions. Banks above all 
should know better than the man in the 
street, it was argued. Vigorous denials 
by Bremridge that Hongkong would 
automatically rescue other banks 
which might get into trouble did little 
to dispel this impression. 

The precedent is important, if no- 
thing else because of the sheer size of 
the Hongkong inter-bank market — it 
stood at HK$114 billion equivalent at 
the end of February — in which the 276 
foreign banks in Hongkong, as well as 
local banks, are players. Lacking any- 
thing like the resources of the US Fed- 
eral Reserve system or the Bank of 
England, could Hongkong's relatively 
modest Exchange Fund reserves 
reasonably be expected to shoulder the 
burden of protecting what is by any 
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standards a large international bank- 
ing community? 

No details have been released by 
OTB's new owners (the Hongkong 
Government) of OTB's inter-bank ex- 
posure at the time of its collapse, nor 
are they likely to be. But Fell did admit 
to the REVIEW that "its lines were not 
all that big." Inquiries by the REVIEW 
confirmed this. OTB apparently was a 
big player in the inter-bank market 
until a few years ago, then it lowered 
its profile after one of its foreign-ex- 
change managers left. 





S o the question arises over why the 
government was so anxious about 
the possible consequences in the inter- 
bank market of letting OTB go. OTB is 
known to have faced a potential deficit 
on its clearing with a major local bank 
on the day of its collapse, sending the 
bank concerned scurrying around to 
find security against the deficit. It is 
believed several foreign banks were in 
the same predicament and well-placed 
sources suggest this may have pro- 
duced the impression that OTB's inter- 
bank exposure was greater than it ac- 
tually was — to the point perhaps of 
prompting a reaction from the Wash- 
ington comptroller. 

The way Fell argues it is: "How do 
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you measure confidence? It is not a 
question of straight arithmetic." In 
other words, it is the simple fact of 
inter-bank exposure that counts 
rather than the figures involved. This 
may be true in a theoretical sense but it 
is probable that if Legco had been in 
posession of fuller details of OTB's 
market exposure, the fight to get the 
takeover bill through would have been 
even tougher. The question 
which many members would 
probably want answered is 
whether Hongkong can afford 
— literally — the cost of being 
seen to do the honourable thing 
by foreign banks. 

At the very least, a fuller offi- 
cial analysis of the relative 
roles of local and foreign banks 
in the Hongkong inter-bank 
market seems necessary — and 
possibly some more formal com- 
partmentalisation of the acti- 
vities of both groups. At present, 
the market is a mixture of local- 
currency and foreign-exchange 
transactions. Banks needing 
Hongkong dollars can either 
borrow them from other banks 
or buy them in exchange for US 
dollars. Refinements on these 
two basic transactions include 
borrowing US dollars and then 
selling them for HK dollars 
while buying the US dollars 
back in the forward market. The 
market is full of interest-rate 
and other speculative plays. 

But the fact remains that 
foreign banks are relatively 
small lenders of HK dollars 
compared to the Hongkong and 
Shanghai Banking Corp. (HSBC) 
which is thought to account for any- 
thing between 50% and 70% of straight 
HK-dollar inter-bank lending (and for 
65% of total HK dollar deposits). US 
banks are quite aggressive borrowers 
in the market, as are Japanese banks. 
Japanese banks do much of their US- 
dollar funding in Hongkong through 
certificate of deposit issues. This is one 
reason why the foreign-currency com- 
ponent of the local inter-bank market, 
at HK$62." billion equivalent, is larger 
than the local currency component of 
HK$51.6 billion. 

But none of the figures, such as they 
are, supports the idea of foreign banks 
being active enough lenders to local 
Chinese banks such as OTB to warrant 
a major panic if their lines to such 
banks were in jeopardy. The big local 
banks, such as the HSBC, probably 
have non-advised credit lines of no 
more than HK$25-30 million out to 
such banks at any one time. Anything 
above that has to be arranged by prior 
agreement and secured. The Bank of 
China and its dozen "sister" banks in 
Hongkong have their own inter-bank 
cartel, as one local banker put it, and 
do not routinely have big inter-bank 
exposures among other Hongkong 
banks. o 
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Prevention is better 





Singapore's strict rules make some bankers 
resentful, but most feel they avert trouble 


By Nick Seaward in Singapore 


he Overseas Trust Bank (OTB) 

collapse and rescue has presented 
Singapore's financial authorities with 
a golden opportunity to claim vindica- 
tion of their strict regime of banking 
supervision. So far, however, officials 
of the Monetary Authority of Singa- 
pore (MAS) have refrained from com- 
menting publicly on the perils of the 
Hongkong Government's policy of 
"positive non-intervention” in its rival 
financial centre. 

This official reluctance to say “we 
told you so" may have been due in part 
to the prominent role that Singaporean 
nationals are alleged to have played in 
the collapse of OTB. Nevertheless, of 
the local and foreign bankers who 
spoke to the REVIEW in Singapore, the 
majority seemed prepared to concede 
that what they had previously consi- 
dered to be the heavy hand of official- 
dom at work during the expulsion of 
Jardine Fleming Singapore last year, 
could — in the light of recent events in 
Hongkong — be re-interpreted as the 
over-zealous application of a prudent 
set of rules. 

Despite this new-found enthusiasm 
for the comprehensive system of con- 
trols wielded by the MAS, there re- 
mains the question of whether the au- 
thority would have detected the 
fraudulent activities that are alleged to 
have brought down OTB, any sooner 
than the Hongkong banking commis- 
sioner. 

The MAS' record suggests that it 
probably would have sniffed trouble 
long ago. Last year, United Overseas 
Bank (UOB) obliged the MAS by ac- 
quiring a majority stake in Far Eastern 
Bank after Far Eastern had reported in 
its previous annual report a 50% drop 
in net profits. A close watch on Far 
Eastern by the MAS had revealed a 
worsening loan portfolio (REVIEW, 16 
Aug. '84). Similarly, a year earlier, the 
MAS won a compulsory winding-up 
petition against a finance company, 
Overseas Union Finance, after detect- 
ing irregularities. It subsequently ac- 
quired powers to step in to appoint ad- 
visers or administrators to any finance 
company deemed to be in trouble. 

The MAS is most effective in its use 
of regular reporting to keep tabs on 
those banks active in the local savings 
market. Only those banks with a full li- 
cence (none of which have been 
granted since 1970) are entitled to offer 
a whole range of banking services, in- 
cluding Singapore-dollar savings ac- 
counts. 

By restricting the right to accept 
Singapore-dollar savings to the 37 
banks with full licences, and by keep- 


ing a close watch on them, the MAS has 
been reducing its risk of having to step 
in to protect depositors. The odds are 
shortened even further by the fact that 
the market in Singapore-dollar depo- 
sits is cornered by the four big locally 
incorporated banks: the government- 
controlled Development Bank of 
Singapore; UOB; Oversea-Chinese 
Banking Corp. and the Overseas Union 
Bank. Together with the two long-es- 
tablished foreign banks, The Hong- 
kong and Shanghai Banking Corp. 
(HSBC) and the Standard Chartered, 
these local giants control an estimated 
80% of Singapore-dollar deposits held 
by the commercial banks. 

The collapse of any one of these 
banks would seriously disrupt the 
inter-bank money markets on which 
the three other categories of banks (re- 
stricted, offshore and merchant) de- 
pend for their supply of local currency. 
However, as one banker put it, such an 
event is extremely unlikely because 
“the government has such control over 
the Singapore dollar and has such 
liquidity.” 

With S$7.3 billion (US$3.3 billion) 
in deposits, the government-owned 
Post Office Savings Bank sets the 
inter-bank lending rate, while the 
MAS itself intervenes frequently to 
stabilise money supply. 

The former chairman (now deputy) 
of the MAS, Goh Keng Swee, is on re- 
cord as saying last year (REVIEW, 6 
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Sept. '84) that he would prefer to see 
fewer and bigger banks so that “we 
could keep closer watch on them." This 
desire is probably the reason why 
foreign-owned fully licenced banks 
are not being permitted to open any 
more branches. 

This restriction leaves the field clear 
for the Big Four locals and to a lesser 
extent, the two other locally incorpo- 
rated listed banks, Tat Lee Bank and 
Industrial & Commercial Bank. Other 
means used to squeeze the long-estab- 
lished foreign banks out of local retail 
banking include the HSBC's exclusion 
from the Electronic Funds Transfer at 


Lesson from a distance 


Taiwan watches Hongkong scramble to shore up troubled 
banks and wonders what can be learned 


By Carl Goldstein in Taipei 


Financial authorities and bankers 
in Taipei are watching the fallout 
from the Overseas Trust Bank (OTB) 
rescue carefully to see how the Hong- 
kong Government deals with what is 
seen here as the territory's own 
Cathay-style financial scandal. 

Taiwan's financial system was sha- 
ken earlier this year by the collapse of 
parts of the Cathay business empire, 
following the exposure of massive il- 
legal loans at the Tenth Credit 
Cooperative and its takeover, along 
with that of the associated Cathay In- 
vestment and Trust Co., by the gov- 
ernment. 

Since Hongkong is Taiwan's third- 
largest trading partner, what hap- 
pens there matters here. The new 


concern is that close relationships 
some local banks have with Hong- 
kong banks could be affected if the 
Hongkong Government cannot con- 
fine the damage to those banks al- : 
ready affected. But short of a major 
collapse of the banking system in 
Hongkong, the main impact in Taipei 
will be to help strengthen the consen- 
sus already forming among financial 
authorities and bankers that the fi- 
nancial system here needs major 
changes. 

Pointing to the similarities be- 
tween OTB and Cathay, especially 
the disappearance of large amounts 
of money, Day Linin, director of the 
Ministry of Finance’s (MoF) depart- 
ment of monetary affairs, told the 
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local curreney ;- at tt 1e 

it has encouraged foreign banks.to set npossibly | 

up shop in the republic, dealing Yes bane is very great.. Poa. 

— SO- — — Currency | older banks have opposed the estab- iniemátionalisatión of the 
nits (ACUs) which have separate | lishment of credit bureaux to prevent 

books, are prohibited from dealing in | this happening on the grounds that it | e rad n i es 

local currency and are subject to maxi- | would reveal their clientele to compet- 

mum limits on their balance-sheet | ing newcomers. Even today there is lit- 


By Philip Bowring in Singapore 


totals imposed by the MAS. tle to prevent a re-occurrence of 

The number of ACUs licenced by the | “Abalone King" Ng Choon Ser's flight | gor the time being the issue of w 
MAS now exceeds 150, controlling an | from Singapore last December, leaving ther or not the Singapor e dollar 
Asiandollar market of US$136 billion | S$100 million in bad loans behind | should be “internationalised” is dea 


as of end-March. Deposits by non- | him. . Former Monetary Authority of Singa 
bank customers in ACUSs totalled The MAS requires all banks to keep | pore (MAS) chairman Goh Keng Swe 
US$22 billion: So though in the words | and maintain credit files on customers, | (now deputy chairman) has decreec 
of one banker, the “crash of an ACU | and encourages banks to write off or | that it will not happen. But inter- 
would have no knock-on effect-on the | make, provision for bad or doubtful | nationalisation enjoys some high-level 
Singapore economy per se," privatein- | loans as early as possible. Written ap- | support and may get more when Bri 
dividuals and. companies stand to lose | proval is required from the MAS be- | Gen. Lee Hsien Loong's econom 
substantial sums in the event of a fail- | fore any loan connected withadirector | strategy committee reports later t 
ure in this sector. ! of a bank or an employee can be writ- year. 
ten off the books. The undesirability of the local eu 

espite these large sums, the >needto | | Merchant banks also haye to observe | rency being substantially held offs 

keep Singapore. competitive with | this rule In many instances, however, | or used for international trading 
European currency markets'prompted | guidelines. for merchant banks are | capital purposes has long been an ai 
the MAS to lift liquidity restrictionson | vague and a new set is due to be pub- cle of faith at the MAS. Restrictions. 
ACUs in 1972. Although subject to the | lished soon. One of the new provisions | imposed on certain types of ba 
Banking Act, ACUs are not requiredto | is expected to be therestriction to S$30 | transactions specifically tp prevent 
keep the normal 6% minimum cash | million that merchant banks may lend | However, in the search for ways of: 
balance with the MAS. Unlike full | in local currency. This would bring the | veloping Singapore's financial-cen 
banks, they do not have to maintain at^ merchant-banking. sector in’ line with | role, few stones are usually left 1 
least 20% of their liability base in li- | the offshore category. ; turned. | 
quid assets. In a "Notice to Banks" the MAS ad- Two years ago, distinguished. 

The MAS believes that this vigor- vises institutions to “refrain from | tional University of Singapore (NUS 
ously policed division between the | writing up their assets, such as landed | economist Lee Sheng Yi advised lift 
ACUs and the Domestic Banking Units | properties. They should instead en- | restrictions so that foreigners wo! 
(DBU) limits the risk that a small eco- | deavour to build up their inner | want to hold and borrow Singap 
.nomy such as Singapore's runs in | strength through buildingup ofhidden | dollar paper and use the curren 
maintaining such a large financialsec- | reserves." To this end, the MAS ex- | regional trading purposes, or at lea: 
tor. It is the heavily over-banked local | pressly. permits banks to make undis- | for Singapore's trade with other Ase 
market to which the MAS. devotes | closed transfers "before arriving at | members. 
much of its attention. published profits," provided it ap- The theme was recently — u 

proves in advance. Similarly, banks | Finance Minister Richard Hu. I 

are permitted to avoid showing. deduc- | April interview with The Econo: 
REVIEW that the MoF was eager to see |. |. tions for. income. tax from ub ished. he said that though internationali 
what it could learn from the Hong- || profits. = |; | tion. could be destabilising, the bar 
kong Government's efforts to estab- The MAS nas alo ruled that banks ing community would “dearly love 
lish an effective regulatory structure. | | may not provide any one.,customer | because it would enable borrowing of 

The differences between the two | | with credit facilities in excess of 30% | strong, stable currency at rates we 
cases are probably more important of the bank's capital funds, or 5095 of | below Asian Currency Units’ US-do 
than the similarities. Unlike Hong- | | its total credit facilities. Neither maya | lar rates. He noted that the Swiss had 
kong, Taiwan’s financial system is al- bank offer unsecured credit facilities | tried to discourage Swiss franc bor- 
ready highly regulated. The problem | | exceeding S$5,000 to any of its direc- | rowing, but had given up and “they 
is to make it work: how to remove the tors or companies connected with a di- | don't seem to have suffered very much 
potentially corrupting influence: of.| | rector. This ruling also applies to a di- as a result." He said Singapore wa 
.great wealth and political connec- rector's family. i looking at the Swiss situation because 
tions, both of which Tsai Chen-chou, One of the more controversial as- | it was similar: He added that the Swiss | 
chairman of Tenth Credit and. a || pects of the Banking Act as amended | example showed that so long as a coun- _ 
Kuomintang member of the Legisla- last year is the power it gives the MAS | try was politically and economical 
tive Yuan, had in abundance. j| over company auditors. External au- | stable, there were unlikely to be di 

Lending irregularities at Tenth | | ditors are required to report any | stabilising flows ' ‘where people dumy 
Credit went unchecked for years be-.| | breach of the provisions of the banking | your paper.” 
cause of apparent collusion between | | regulations to the MAS and "to submit Goh (not Hu) subsequently wrote tó 
the credit cooperative's management | | such additional information in rela- | the Singapore Monitor claiming (inac- 
and government financial officials. | | tion to his audit as the authority con- | curately, according to The Economist 
Four middle-level officials areawait- | | siders necessary." This includes "find- | transcript) that Hu had been mis- 
ing indictment on charges of giving | | ings and recommendations, if any; on | quoted and internationalisation was. 
the Tenth Credit advance notice of | | the bank's accounting system, internal | not being considered. Given the 
audits, and. others are under investi- | | control, foreign-exchange. transac- | strength of Goh's opposition, chances - 
gation . on- — of. receiving | | tions, quality of loans and advances | of change currently look slim. But the 
bribes. || ers a re - and. othet assets, any non comp ia _ issue does seem to be on the agenda of 

i of th g Ac eof the sub-committees inputting to- 





























haps yen were the obvious curren- 
;, Even the Swiss franc is little-used 
third-party trade. As for Singa- 
ore's own trade, a large proportion is 
by its nature denominated in US dol- 
lars or yen. à 
E ‘Nonetheless, | many bankers think 
that restrictions designed to prevent 
speculation in the Singapore unit have 
eriously hindered the development of 
orward markets which would benefit 
singapore exporters and traders and 
hus have a broader impact than just 
the financial sector. 
There already exists an embryo 
Kffshore Singagore-dollar market, de- 
ving from the offshore receipts of 
ingapore companies, though its 
owth is hemmed in by the tight re- 
rictions on swaps involving Singa- 
re eurrency imposed by the MAS. 
)pponents of liberalisation cite past 
»wiss attempts to discourage specula- 
ye capital inflows by imposing nega- 
ive interest rates on deposits of non- 
esidents as example of the undesira- 



























yeing a major international instru- 
nent. However, Swiss sources suggest 
ose measures were more of a political 
p to industrialists than a serious at- 
mpt to stem speculative flows — and 
ave been. attempted again in recent 












As for currency instability; theSwiss 
iave tolerated a lot more than Singa- 
re seems prepared to do. Although 
| general direction has been upward, 
he Swiss franc has suffered a sharp re- 
erse, for example, against the US dol- 
' (and to a lesser degree the yen) in 
ate 1984 and early 1985. However 
hese gyrations were as much due to 
he link, flexible though it-is, of the 
ranc to the Deutschemark and hence 
to the European Monetary System 
(EMS) than specifically Swiss flows. 



















Oo ne opinion is that any attempt to 








loose would be foolish. Just as the 
Swiss franc has its Deutschemark and 
EMS links, any small-volume, openly 
traded currency needs a reference 
point. But that, according to some, 











ltogether. The Singapore dollar could 
stake out a trading range linked 
loosely to an average of the US dollar 







Deutschemark). Given such a refer- 
ence point, Singapore has more than 
enough reserves to ensure reasonable 
oe of — ane interest 












far. en be much a for trade | 
poses, at least not for third-country 
isactions for which US dollars and 


lity of a small country’s currency - 


| payments position, the IS 
lacklustre export perforrr ain 
the past two years. It will also help the | 


cut the Singapore dollar completely: 


‘does not rule out internationalisation. 


and yen (as the Swiss franc is to the 


: by. 


given the Troxhhity of the ÁCU to ihe 
Singapore-dollar market. The Swiss 
retain a 35% withholding tax on in- 


terest which keeps a lot of money 


away, and tax-exempt foreign bonds 
can only be subscribed by non-resi- 
dents. 

Two factors other than currency sta- 
bility, political stability and the repu- 
tation of its banks seem to have initiat- 
ed the growth of the Swiss-franc mar- 
ket beyond the bounds of local needs: 
excess domestic savings, and the large 
number of high net worth foreigners 
living in Switzerland. Singapore cer- 
tainly has the first. To many it would 





ECONOMIES 








y-o oyer r hse: value it 


.has some control than buying US 


Treasury paper, an asset whose default 


. risk is small but whose exchange risk is 


high. Singapore is also potentially the 
investment home at least for high- 
worth individuals from Southeast 


- Asia. 


he other side of the coin is whether 

non-Singaporeans are sufficiently 
interested in Singapore-dollar de- 
nominated assets to create a market 
with adequate liquidity. Perhaps the 
mad rush that the MAS envisages would 
take years to materialise, as it would 
likely be quite a while before Japanese, 
Europeans and Americans acquired 


ing rights 


The IMF approves a safety net — and a stamp of good 
financial housekeeping — to Thailand 


By Paisal Sricharatchanya i in Bangkok 


he IMF has approved a financial 

` package for Thailand totalling 585 

million special drawing rights (SDRs, 

roughly US$585.6 million). The pro- 

gramme is designed partiy to — 
du bala 






country to weather the anticipated 
volatile ‘world economic conditions 
during 1986-87. 

The package is in two parts. An SDR 


.185. million compensatory-financing 
facility (CFF) was immediately drawn 


after the IMF approval in mid-June. 


Carrying a five-year repayment period 


and 7% interest rate, it was to compen- 
sate for an export shortfall during 
1983-84. Hit by depressed commodity 
prices, the value of Thailand's exports 


, dropped 7.7% in 1983 — the first abso- 


lute decline in a decade — though 
earnings recovered 19.3% in 1984. 
The second, and more significant, 


| portion i is an SDR 400 million, two-year 
- standby facility, equivalent to 103% of 


Thailand’s ‘IMF quota; which carries 


.an average 8.5% interest rate and a 
five-seven years’ repayment period. 
Drawings — from now until March 


1987 — will be spaced out in eight in- 
stalments of SDR 50 million. - 
According to officials of the Bank of 


Thailand (BoT, the central bank), the 


bulk of the package will go to prop up 
the country's international reserves 
(foreign currencies and gold). Eroded 
ker glee Raul earnings 






ce Over. 


a tical quarters.: | 


a peak of more than US$3 E billion dup: 


ing 1979-80 to around US$2.5-2.6 bil- 
lion inthe past two years, or equivalent 
to roughly three months of imports. 
Under normal circumstances, IMF 
assistance. would be accompanied by 





economic conditions to be met by the 
| recipient: But most analysts concluded 


that the conditionality inherent in 
Thailand's programme is nowhere 
near that being prescribed for debt- 
ridden nations such as the Philippines 
or those in Latin America. "We would 
still have gone ahead to pursue the var- 
ious economic targets even if the IMF 
package was not forthcoming," com- 
mented a senior central bank source. 
Nonetheless, Thai officials are treat- 
ing the issue with extreme caution. Ex- 
ternally, Bangkok wants to avoid 
creating a false impression among 
foreign banks (which may not be 
familiar with the country’s real posi- 
tion) that it is on the brink of a debt 


_erisis. Broadly speaking, Thailand has 
been enjoying a highly favourable 


credit rating in theinternational ban k- 
ing community. 

. Domestically, the government als 
has to avoid any undue public concern 


that the IMF loans will mean more eco- 
. nomic hardships. Through a series of 
fiscal and monetary: belt-tightening 
| measures in recent years, largely de- 
signed to contain impor ts nd Slash 
: consumption, the governmen 
. ready become the subject of mounting 





criticism from many bu siness ma poli- 






B e, th ; M X 












sufficient in rest to p aki 
the Swiss example —* The toreign- 
bond issues only developed on top of a 
thriving domestic market. Even today 
the domestic and foreign Swiss-franc 
bond-issue markets are roughly of the 
same size — at around Sfr 10 billion 
(US$3.8 billion) a year each. Foreign 
issues, however, dominate the note 
market. 

There is no such thing in Singapore 
where bonds are largely a state mono- 
poly. Could the MAS be worrying that 
liberalisation would expose the artifi- 
cial nature of the domestic bond mar- 
ket? It may be that potential for- 
eign borrowers looking for low-cost 
money prefer the newly liberalised 
yen-issue market. Nonetheless, as the 
smaller European capital markets have 
shown, frequent borrowers like diver- 
sity. 


rent-account deficit as a proportion to 
gross domestic product from last year's 
level of 5% to 4% and 3% in 1985 and 
1986, respectively. In absolute terms, 
these targets involve bringing the de- 
ficit from US$2.1 billion last year 
down to US$1.7 billion and US$1.5 
billion in those years. These are to be 
achieved with targeted 6% annual 
GDP growth pus an inflation rate not 
exceeding 7% 


he current-account deficit and in- 
flation targets are likely to be met. 
But this year's GDP growth, originally 
projected at 6%, was recently revised 
down to 5.5%. This was based on an 
unfavourable outlook in certain eco- 
nomic sectors such as manufactured 
goods, wholesale and retail trade, 
which came as the result of last 
November's devaluation, and more re- 
cent tax increases (REVIEW, 18 Apr.). 
An IMF statement on 17 June read in 
part: "[Despite a significant improve- 
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that Hberafisation would cree ? more 
problems than opportunities. Singa- 
pore has, as always, kept a close eye on 
Japan and the unwillingness of its Fi- 
nance Ministry to relinquish any of its 
controls over interest rates and capital 
movements. Possibly that has helped 
Japan maintain quite stable interest 
rates, but it has not made the yen much 
less volatile than any other major cur- 
rency. And Japan has never specifi- 
cally wanted to be a financial centre. 
Now, perforce, it is becoming one. 
Singapore is going to have to run hard- 
er to stand still. That may mean allow- 
ing Goh to export his tablets of stone to 
Xiamen — he has formally become an 
adviser to the Chinese on their special 
economic zones — and giving freedom 
for new instruments to develop. o 








ment in 1984], Thailand's bal- 
ance-of-payments deficits re- 
main large, particularly in 
view of the high level of exter- 
nal debt. Thus, in order to 
further reduce the external 
imbalance and bring the debt 
burden down to a sustainable 
level, adjustment efforts have 
been intensified. To this end, 
the Thai authorities devalued 
the baht by about 15% last 
November and are imple- 
menting a number of addi- 
tional policies with the cur- 
rent standby arrangement's 
support. The main elements of 
the programme are a restric- 
tive fiscal policy, a further 
tightening of monetary policy, 
a commitment to flexible 
management of the exchange 
rate and a structural policy to 
contain price and wage in- 
creases, develop the agricul- 
tural sector and promote ex- 
orts...” 

Given that Thailand can probably 
borrow at rates cheaper than the IMF 
standby facility — foreign bankers 
here say the country can obtain, for in- 
stance, Swiss francs at 6.5-7% interest 
through a private placement — some 
analysts see the IMF package as pro- 
viding the added benefit of further 
legitimising Thailand's credit rating. 

As the BoT statement put it: “Coun- 
tries receiving IMF support are re- 
garded as pursuing the right policies 
and capable of solving [their] economic 
problems. Their prudence and respon- 
sibility are thus accepted. Hence, the 
confidence of the international finan- 
cial community is boosted . . .' 

Prior to the latest package, Thai- 
land's outstanding obligations to the 
IMF totalled SDR 719.2 million. These 
included SDR 56.34 million in tin buf- 
fer-stock financing facilities plus 
another SDR 116.25 million in CFF 
which in effect have no strings at- 
tached. o 
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Back o... " 
the rails 


Light begins to show at the 
end of the debt tunnel for 
Hongkong's MTR system 





By Philip Bowring in Hongkong 

he Hongkong Government's an- 

nouncement that it would inject up 
to HK$5 billion (US$641 million) in 
additional equity into the loss- and 
debt-burdened Mass Transit Railway 
Corp. (MTRC) sounded like a grudging 
prop. But the MTRC and its chairman 
Wilfred Newton are exuding confi- 
dence that this is a one-off injection 
and not the start of a trail of subsidies. 

The new equity is in the form of 
partly paid shares, with HK$1.5 billion 
to be paid this financial year, HK$1 
billion next year and the balance if and 
when it is needed — depending on the 
size of losses over the next few years. 
Hitherto, the government has invested 
HK$5.5 billion in MTRC equity, but as 
of end-1984 this had been eroded by 
losses to HK$2.8 billion. Losses, 
excluding non-recurrent items, were 
HK$545 million in 1984 (and a similar 
amount in 1983), and are likely to rise 
this year and next as interest on HK$10 
billion of borrowings for the recently 
opened Island Line comes into the pro- 
fit-and-lóss account. 

Although the short-term outlook is 
bleak, the MTRC is confident it can 
repay all its borrowings — which are 
likely to peak in 1988 at around HK$25 
billion — by the year 2000. However, 
this target is contingent on a forecast 
of traffic growing at 4% a year after 
the gains resulting from full operation 
of the Island Line (a few stations on the 
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| road-rail crossing, enabling th 
PRC to link eastern Hongkong! an 











vourable proposition which would 


MTRC.. HE 

In making its 2000 payback | forecast, 
the MTRC. has assumed that average 
nterest rates will not exceed 11% a 
year and that fares will rise at the same 
rate as inflation, which will average 









































€ cently fallen quite sharply and are now 
around 9%. Inflation, however, has 
len too and is below 6%. Although 
flation benefits such a highly geared 
orporation, and it is hurt by high real 
































. financial projections are less 
ive-to inflation trends than to in- 
st rates. The projections also. as- 
ume profit from property develop- 
nents of no more than HK$1 billion, of 
yhich 70% has already been made. 






































"he MTRC is confident that it has 
put enough variables into its calcu- 
ions to be sure that it can reach the 
0 target even if price, interest-rate 
nd usage trends diverge significantly 
“om the mean assumptions. The gov- 
rnment's merchant bankers, Barings, 
pparently agree. However, the MTRC 
AH has its sceptics who point to thein- 
curacy of previous forecasts... - 

Although the MTRC has been hit 
ostly by high interest rates, traffic 
s also been significantly below ex- 
ctations and fares have had to be 
down to attract passengers. 
nother factor was that the Island 
Ane was given the go-ahead in 1981.on 
e basis of wild assumptions about 
ofits which would accrue from prop- 
rty development of its station sites. 

On the plus side, the MTRC has the 
prospect of a declining relative burden 
as depreciation will stabilise at around 
HK$500 million a year once the Island 
Line is complete, while revenues con- 
inue to rise at an estimated 10% a year 
495. real growth, 6% inflation). There 
s also the likelihood that the govern- 
ent will target major developments 
for areas close to existing M'TR routes 
— such as the plan for a major recla- 





































































































































































Hy operational. 











with the accounts likely to remain in 
e red until (on mean assumptions) 












a flotati for nearly a decade. 






t ‘Kowloon. Bay. The winning tui nel | 
onsortium is likely to have to offer.a | 


t involve any capital’ Outlay. for the 


6%. Average interest costs have re- 


terest rates (whatever. the nominal. 


mation on the western side of Hong- 
kong Island, and for increased operat- 
gpr oductivity once the Island Linei is 


* Eventually, the MTRC still — 
that it may "be able to go public. But 


round 1991, there seems little prospect |: 


i veri age: has itt taboo. ‘With the 

Victorian English it was sex. An 
even more potent taboo nowadays in 
just. about every Western country is in- 
flation. It is fine to talk about interna- 
tional debt crises, trade wars, budget 
deficits and other contemporary eco- 
nomic ills, and to propose any combi- 
nation of remedies — just so long as 
they do not include bringing back in- 
flation. Deflation, which is what we 


have.all been suffering from during the 


past five years, is a taboo word, too. 
Disinflation is the preferred term. 

The legacy of monetarism still hangs 
like a pall over the international econ- 
omy. But even if monetarism as a for- 
mal concept isnow somewhat démodé, 
it is simply not done to suggest that 
monetising deficits: and. accepting 
some revival of inflation ís the only 


way to lift this pall. Why not? After all, 


this taboo should be less feared than 
the threat of Armageddon which lurks 
still like a shade from Hades on the 
periphery of economic consciousness. 
Is it not time to propose a heresy 
rather than confront this spectre? Time 
to declare that the Emperor Milton 
Friedman has no clothes before we are 
all stripped of our economic rainment? 


Time, in other words, to accept that 
combatting the severe inflation of the 
1970s with the draconian deflation of 


the 1980s has produced a "cure" which 
could prove worse than the disease. 

At the recent annual meeting in 
Hongkong of the International Monet- 
ary Conference (IMC), Belgian central 


bank governor Jean Godeaux com-. 


mented to this writer that the main dif- 
ference between now and the period 
immediately before the Great Depres- 
sion 50 years ago is that at least “peo- 
ple (meaning the world's economic de- 
cision-makers) are still talking to each 
other." So they are, but it often ap- 
pears to be a dialogue of the deaf. 

The impression gained from listen- 
ing to the world's leading central. and 
commercial bankers at the IMC meet- 
ing was a sense of drift — drift towards 
some unarticulated and still distantly 
perceived rupture of the international 


financial system. They ritually ex- 


coriated protectionism, high  un- 
employment, exchange-rate volatility, 
budget and trade deficits and. so on. 


But there the unspoken consensus took 
«over and limited their utterances to dire 


warnings rather than radical solutions. 


.. Consider these statements oc ivan) : 
- "The: world’s- monetary a d trade 












stem simply don’ t work v 





This has resulted in severe fiscal and 
trade imbalances. And this cannot go 
on if the world is to continue enjoying 
the benefits of economie growth." Wil- 
lard Butcher, chairman of Chase Man- 
hattan Bank. : 

» "There is a real danger, although by 
no means certain, that the current con- 
figuration of unprecedented imbal- 
ances — the huge US trade and budget 
deficits, along with the large .dis- 


| equilibrium of the dollar — will even- . 


tually lead to an abrupt fissure, shak- 
ing foreign confidence [in the US dol- 
lar]." Anthony Solomon, chairman of 
the Federal Reserve Bank of New York. 
» "I would argue that a much greater 
threat [than the Soviet presence] to the 
entire Asia-Pacific region is the 
emerging economic cold war between 
the United States and Japan and the 
serious economic confliets between 
these two states." Datuk Seri Mahathir 


. Mohamad, Prime Minister of Malaysia. 


Why do the world' s monetary and 
trade systems not work well? Why has 
the US dollar become so over-strong 
that a fissure seems inevitable? And 


why are the US and Japan in a state of 
economic cold war? There is a common 


factor (lowest common denominator 


- maybe) and that is imprudently rapid 
deflation. It does not follow by the 
.same token that a sudden reflation 


would turn the situation round -— that 
might be like pushing on the prover- 
bial piece of string — nor should it be 


tried. But what is desperatly needed is 


an international consensus on toler- 
able levels of inflation commensurate 
with economic growth strong and 
rapid enough to pre-empt the crises 
descried by Messrs Butcher, Solomon 
and Mahathir. 

First, though, the leaders of the free 
world — notably US President Ronald 
Reagan, British Prime Minister Mar- 
garet Thatcher and German Chancel- 
lor Helmut Kohl — need the humility 
to:admit that the dragon they laid low 
should be controlled, not slain out- 
right. Otherwise the fire of economic 
activity could be extinguished for a 
very long time. Only when these self- 
styled knights in shining armour — one 
might include among them Interna- 


tional Monetary Fund director general 
Jacques de Larosiére — agree with 
former 
Otmar Emminger that “it isnot enough 


Bundesbank president Dr 





- Anthony | Rowley i is the REVIEW’ s s busi- 
“ness editor. 











for the leading countries to pursue 
‘sound, non-inflationary  policies'," 
will real solutions be possible. 

This surely is the essence of the prob- 
lem. Is there such a thing as non-infla- 
tionary growth? There is certainly non- 
inflationary stagnation or at best non- 
inflationary creep, which is what much 
of the world has been experiencing 
during the past five years. True, Asia 
has done better than average, just as 
Africa and to a large extent Latin 
America, have done much worse. 
Europe has been very sluggish and 
what productivity growth has been 
achieved has been largely at the ex- 
pense of jobs. The US has enjoyed quite 
strong post-recession growth but fi- 
nanced largely by spending its own 
domestic savings while relying on 
foreign savings to finance its yawning 
budget and current-account deficits. 

Virtually the single locomotive of 
world economic growth in the 1980s, 
the US has supplied the import de- 
mand which has allowed Asia, espe- 
cially Japan and the newly indus- 
trialised countries of East Asia, to con- 
tinue prospering. Prosperity is a rela- 
tive term though since Asia, not to 
mention Latin America and Africa, 
might have prospered a great deal 
more if deflation had not aborted 
growth elsewhere. The US perform- 
ance is not a tribute to monetarism or 
money-supply restraint: it is simply 
that its continued growth has been 
made possible by foreigners' savings — 
notably those of the Japanese — and by 
the fact, as Emminger noted, that US 
banks have slowed their net foreign 
lending to the point where it was virtu- 
ally zero in 1984. 

In other words, Washington, or the 
Fed in New York, have been able to 
dodge the issue of deflation as long as 
the skewed situation of heavy capital 
inflows financing massive current de- 
ficits continued. But now more and 
more people, including Solomon and 
Emminger, are dropping heavy hints 
that the music may soon stop. Solomon 
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* | . Reagan; Thatcher; Kohl; de Larosiére: self-styled knights in shining armour. 


admitted to this writer during his stay 
in Hongkong that he could imagine a 
scenario where the Fed was forced to 
monetise the US budget deficit in the 
event of a sharp sell-off of dollar hold- 
ings and a correspondingly sharp rise 
in US interest rates. But the US would 
not monetise deficits to help less-de- 
veloped countries, he added. So be 
warned: it is sauve qui peut. 

But to return to Mahathir's emi- 
nently sensible statement that the eco- 
nomic "cold war" between the US and 
Japan is the most worrying factor af- 
fecting the Asian region at present. 
Defence considerations notably 
containing the Soviet Union — will, of 
course, prevent that war getting too 
hot, but the acceptance of a coming 
clash seems universal now, not least 
among the luminaries attending the 
IMC meeting. That sense of drift or im- 
potence again. 


he Bank of Japan's deputy gover- 

nor for International Relations, Shi- 
juro Ogata, also made some very sound 
points during the Hongkong meeting, 
pointing out for instance that while 
everyone is happy to accuse Japan of 
destroying jobs in the US and else- 
where through its trade surplus, they 
are much slower to acknowledge that 
its capital outflows help generate jobs 
abroad and dampen job-creation in 
Japan. These outflows are huge. As 
Ogata pointed out, a third of Japan's 
net capital outflow in 1984, or around 
US$50 billion, went into US Treasury 
bills and the like. 

That outflow is of course helping to 
weaken the yen, just as the magnet of 
the US capital markets and the fact 
that the US has now become what Em- 
minger calls a "structural high-in- 
terest rate country," has helped 
strengthen the dollar. Why is the US a 
structural high-interest rate country? 

Some would argue that it is the 
crowding out effect of budgetary de- 
ficits on the capital markets, while 
others will say it is the targeting of 
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monetary aggregates by the Fed. Some 
might say, too, that the advent of 
money-market funds and other bank- 
disintermediating instruments have 
created a high-interest rate psychol- 
ogy in the US — a psychology which is 
sustainable only through the absurdly 
high levels of interest deductibility 
against tax, which again deprives the 
country of savings to finance its de- 
ficits. 

What all this has to do with 
Mahathir's fear of Asia becoming the 
theatre of a US-Japan economic war is 
of course the way in which the high in- 
terest rate/strong dollar nexus is ag- 
gravating protectionism in the US — 
and Europe to some extent. No one has 
any meaningful solution to this prob- 
lem at present. President Reagan's 
pious hopes of reducing his budget de- 
ficit are no more likely to succeed in 
this direction than Japanese Prime 
Minister Yasuhiro Nakasone's token 
gesture of encouraging Japanese to 
buy foreign goods. Washington and 
Tokyo (plus London, Paris and Bonn) 
have to get round a table and agree to 
align their monetary and fiscal policies 
more closely before anything meaning- 
ful will happen. And this almost in- 
evitably means that the sacred cow of 
"non-inflationary growth" will have 
to be sacrificed. 

If it is stretching things a bit too far 
to expect finance ministers and central 
bank governors to confer dutifully be- 
fore embarking on any new fiscal and 
monetary initiative, there is another 
way. That is to go for some form of 
agreement to keep their exchange rates 
within mutually agreed target zones — 
a sort of extension of the European 





€ The economic “cold war" 
between the US and Japan is 
the most worrying factor 
affecting the Asian region at 
present.? 
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| before the horse. So it is, edid 
i Eje. But, as Godeaux pointed out at the 
IMC meeting, the existence of the EMS 
and its monetary "snake" has forced 
some degree of uniformity on fiscal 
and monetary policies within the EEC. 
It is time now to bring the US dollar 
and the Japanese yen into some form of 
snake arrangement. 

Those central bankers who came to 
Hongkong (courtesy of this year's IMC 
" host, the Hongkong and Shanghai 
E Banking Corp.) acknowledged that the 
* of foreign-exchange market in- 
evention "should not be talked down 
but added that "it is no substitute of 
harmonised economic policies." When 
Godeaux said that, his counterparts 








Japanese exports: sharp decline. 


apan recorded its best economic per- 
formance in a dozen years in fiscal 
.1984 (ended March 1985) with real 
gross national product growth of 5.7% 
E The year ended, however, with some- 
gofa letdown with growth of only 
0.1% (or 0.4% annualised rate) in the 
final (January-March) quarter. 
The abrupt slowdown reflected a 
- sharp decline in exports to the US from 
the levels of late 1984 which in turn 
translated into declining current 
‘surpluses and a negative contribution 
by the external sector to overall GNP 
- growth. The external sector's negative 
pull, of 0.4%, was barely counterba- 
lanced by domestic gr owth, leading to 
_ the weakest performance in a single 
quarter since the economy shrank 
by 0.7% in the final three months of 
1981. 

Officials at the Economic Planning 
Agency (EPA), who originally forecast 
a growth rate of around 0.7% for the 
= January-March period, say that the 
economy is likely to bounce back dur- 
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none of then gave any indication of 
being prepared to harmonise monetary 
policies along reflationary lines. 

Until they do, the West will not 
achieve the rates of economic growth 
needed to ward off trade wars and in- 
deed to avert a resurgence of the inter- 
national debt crisis which, likewise 
threatens to move back to centre stage 
from the limbo it has been thrust into 
by stop-gap rescheduling. As Solomon 
commented: “It is straight mathema- 
tics that a reduction in the real debt 
burden requires a growth rate of out- 
put [GNP] and of exports that is higher 
than the real level of interest rates.” 
That rate will not be achieved while 


CURRENT-ACCOUNT 


SURPLUS 
(SEASONALLY ADJUSTED) 
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ing the April-June quarter as result of 
a renewed upturn in exports and a far 
stronger external current account per- 
formance. The April current account 
surplus of US$3.81 billion (seasonally 
adjusted) marked a sharp recovery 
from US$2.49 billion in March and the 
figures for May and June look like 
being almost as strong. 

This does not mean that the slow 
growth of January-March can be dis- 
missed as an anomaly. Export recovery 
in the current quarter is seen as being 
mainly the result of a seasonal upsurge 
in car exports to the US marking the 
start of new quotas set by the Ministry 
of International Trade and Industry. 
Once car exports have settled back to 
normal levels the export side could 
turn downwards again. Another nega- 
tive factor could be a downturn in ex- 
ports to China, reflecting a decline in 
orders for consumer goods. 

If the external sector slips back into 
zero or negative growth from July on- 
wards, Japan's economic performance 
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vith the sarallel' fix catio 
iE rewards to capital rather than 
labour. 
The last word should go to another 
participant in the IMC meeting, In- 
donesia's Minister of Finance Radius 
Prawiro. “It is inappropriate," he said, 
"and counterproductive to think that 
virtuous financial management in the 
developing world consists of the abi- 
lity to grit one's teeth and bear auster- 
ity ... It is a well-established tenet of 
finance that you should not try to buy 
your way out of debt, but neither 
should you try to fast your way out.” 
He is right. Having gone from feast to 
famine so far as inflation goes, the 
West now needs to adopt a planned 
diet of reflation. R) 
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during fiscal 1985 will depend criti- 
cally on domestic demand, with atten- 
tion focusing mainly on personal con- 
sumption and capital investment by 
industry. EPA officials take a bright 
view of the outlook for consumption 
following a 0.9% growth rate in the 
first quarter and a relatively high wage 
increase awarded to unionised em- 
ployees of big companies in the annual 
spring “wage offensive” (5.1% against 
last year’s 4.1%). 

Other reasons for being optimistic 
about the outlook for consumption are 
an improved profit performance by 
smaller companies, which often pay 
out smaller wage increases than big 
employers, and the likelihood that 
summer bonus payments will be at 
least 6% up on year-ago levels as 
against a 4% rise in 1984. A final prom- 
ising pointer to consumption is that 
housing starts, though unchanged 
from a year ago (at 1.2 million units in 
the first quarter), now include more 
single-family houses and fewer apart- 
ments. This suggests that the long- 
awaited revival in the housing sector 
may finally be taking hold. 

Private capital investment per- 
formed poorly in the first quarter of 
1985 with companies spending only 
0.1% more than in the October-De- 
cember quarter. But the EPA says this 
should be seen as a correction of the 
previous quarter's rapid increase of 
more than 4%. Looking to the rest of 
the year, officials point to a recent 
Bank of Japan (the central bank) sur- 
vey of investment intentions by major 
companies which shows a year-on- 
year rise in spending of just above 
10%. 

The bank survey, combined with the 
cheerful outlook for personal con- 
sumption, suggests that Japan may at 
last be making the difficult transition 
from export-led to domestically fuel- 
led growth. But it seems too early to be 
confident about this. — CHARLES SMITH 
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On the ground there is a dispute as to the very best. 
In the air, there is no disagreement. 


No single automobile is the one who is No. lin the sky, and fact. And so do the more than 
runaway favorite in quality and the name Boeing comes out on 400,000,000 passengers who fly 
performance. Everybody has a top. Time and time again. Airlines Boeing 747s, 767s, 757s, 727s and 
different opinion. But ask some- throughout the world know this 737s every year. 


MAS GOLDEN CLUB CLASS. 


First Class service. First Class seats. First Class cabin. First Class cuisine. i 
And First Class comfort. For full economy class fare. If you appreciate the good things in life, you'll 





appreciate this First Class experience in the air. 





WELL TREAT YOU LIKE GOLD 


malaysian airline system 





The best of the East with the best of the West. 


Lido Hotel Beijing, where the most modern comforts combine 
with the ageless traditions of warm hospitality. Amid the splendours 
of ancient China, discover the friendly, efficient service of the '80s. 


* Only 15 minutes from Tian'anmen Square and 
20 minutes from Beijing International Airport. 


* 500 luxuriously-appointed guest rooms and suites. 
* Superb international cuisine. 


* On-line computerised advance reservations system 
for guest convenience. . 


For reservations, please contact 
your travel agent or the Hong Kong Reservations Office, 
Room 3304 Bank of America Tower, 12 Harcourt Road, Hong Kong. 
Tel: 5-236263. Telex: 73010 EDNA HX. Cable: EDNA SHIP. 


Management services provided by WHotiday Suv. 


International- Asia/Pacific 
Holiday Inn Hotels in Asia 


Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong * Islamabad * Johor Bahru 
Kanazawa * Inn On The Park Kuala Lumpur * Karachi © Kuching * Kyoto * Manila © Nagasaki 
Nankai-Osaka © Narita * Penang * Park View Singapore * Royal Singapore * Tokyo * Toyohashi * Yokohama 
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One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
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Grandma and the big-hand bear 


€ IN his textbook on Korean politi- 
cal culture, Korea: Politics of the 
Vortex, Gregory Henderson observed 
of the Yi period (1392-1910) that: "As 
Seoul was the heart and brain of the 
country, so was politics its core, the 
eye of every Korean storm." The past 
few months have been a further re- 
minder that politics and bureaucratic 
wrangling are still the eye of the 
storm that is the Korea Stock Ex- 
change (KSE). 

During the lull that has dogged the 
market since February, investors 
have waited for guidance from above 
— in the form of market-strengthen- 
ing measures by the government — to 
lead them out of the dark. In mid- 
June it finally came, creating a short 
spurt of confidence, which market 
watchers expect will revive as the 
measures come into effect in the next 
few months. 

Much of the gossip in the market is 
political. The market-bolstering ef- 
forts the government is continually 
reported to be planning are closely 
watched — as a pundit once advised 
Shroff: this week the Korea Develop- 
ment Institute (the government's 
prestigious economic think tank) is 
reported to have completed a report 
on the securities market; by the end 
of the next week, the minister of fi- 
nance will have read and digested its 
contents . . . look to better times in 
three to four weeks. 

Market watchers agree that the 
most recent tailspin in prices, which 
hit the market in late May, had as 
much to do with worries about the 
country's political stability as any- 
thing else, alongside widespread 
worries about the state of the econ- 
omy. The whiffs of teargas blowing 
across town from the many university 
campuses under siege evidently 
reached the market and left investors 
as confused and bleary-eyed as 
Shroff found himself at times when 
the wind blew the wrong way. 

Equally disquieting were the lively 
proceedings of the National Assembly 
(REVIEW, 27 June). South Koreans 
were daily faced with thorough 
newspaper accounts of fiery accusa- 
tions and counter-accusations be- 
tween the government and opposi- 
tion parties in that formally pliant 
chamber. Through May and early 
June the market seemed to tremble in 
the face of these political theatrics, 
with the composite index hovering 
around 132-134 points, compared to 
the peak of 145.51 in January's short- 
lived bull run. Shortly before the 
close of the assembly on 11 June, a 
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Ssangyong Securities man informed 
Shroff that the market mood was op- 
timistic with the end of this session in 
sight. 

The real relief came from the 
Ministry of Finance (MoF), which on 
12 June came out with a package of 
measures to bolster the KSE; the 
market responded with glee, rising 
more than three points in a week. 
Among the new measures were à re- 
duction in deposits required for pur- 
chases of securities on credit, cutting 
the cash downpayment from 40% to 
20%. Margin transactions of this sort 
are financed by the Korea Securities 
Finance Co. (KSFC — a semi-official 
body) and the securities companies. 
The capitalisation of the KSFC is to 
be doubled to Won 40 billion 
(US$45.9 million), and it will also be 
raising a further Won 20 billion 
through a new issue of bonds. 

The other MoF measures focus on 
encouraging more institutional and 
individual investments through a 
more favourable tax environment, 
and increased purchase requirements 
for insurance and trust companies. 
Tax breaks given to small investors 
with savings accounts will be ex- 
tended to owners of securities, and 
legal measures will be taken to make 
it possible for companies to pay 
bonuses in the form of shares. Invest- 
ment-trust companies will be en- 
couraged to start “long-term tax- 
exempt funds” to invest in securities 
for pension funds. 

Regarding the opening of the mar- 
ket to foreign investors, the manda- 
rins of the MoF were characteristi- 
cally opaque: “Foreign investment to 
be expanded gradually” intones the 
document, which goes on to clarify 
that measures to allow direct foreign 
investments “will be taken step by 
step.” According to earlier published 
schedules, the next step in liberalisa- 
tion will be the issuance of converti- 
ble bonds by South Korean com- 
panies abroad, originally set for some 
time in 1985. The document states 
that rules on this “will be finalised.” 
When queried on this point, an offi- 
cial informed Shroff that he did not 
know when but said: “Several 
bureaux are involved.” 

The MoF's initiative in producing 
this set of directives is a sign that it is 
beginning to take the stockmarket 
more seriously, largely due to the 
very strong interest that foreigners 
have shown in making almost any 
kind of authorised investment. An- 
other sign of renewed interest by 
the goverriment has been the unpre- 





cedented regular 
coverage of the 
market on the 
hedvily govern- 
ment-influenced 
nightly news re- 
cently. 

The challenge 
facing the gov- 
ernment and the 
securities indus- 
try as.a whole in 
South Korea is 
to improve its 
image, and make 


it more profitable to all involved by . 


relaxing government controls in cer- 
tain areas, such as dividend pay- 
ments which have been kept low by 
government directive. The stock- 
market is commonly viewed as a 
gambling den, dominated by "big 
hands" with colourful names such as 
"Grandma Pek" and the "Bear of 
Kwangwhamun” (a neighbourhood 
in central Seoul). Small investors are 
in and out very fast, often spending 
days in brokers' offices playing cards, 
sleeping and watching prices until 
they feel the time is right to sell. It is 
partly due to these public percep- 
tions that institutions have to be 
pushed to buy more securities. The 
MoF's recently announced plans for 


improving the tax environment for - 


small investors reflect the need for 
changes. 

In their scramble to gain a footing 
in the KSE, foreign investors have 
joined the locals in trying to read the 
minds of the bureaucrats at the MoF. 
One visitor from London went so far 
as to speculate that the recent up- 
swing in the market was "a case of 
pure rigging" to impress holders of 
paper in the three recently launched 
international trusts (REVIEW, 4 Apr. 
and 2 May) who saw their investments 
appreciate with the market upturn. 


This seems farfetched: if indeed it is - 


possible to play such games for the 
benefit of foreigners, it would have 


made more sense to improve things at | 


the time the funds were launched. 
The mood towards internationali- 
sation seems to have cooled for the 
moment, following the MoF's rushed 
launching of the three international 
trusts back-to-back in the spring. 
The issuance of international conver- 
tible bonds does not appear to be high 
on anyone's agenda. Meanwhile, the 
securities companies are making 
links with foreigners. In March, W. I. 


Carr of Hongkong and Yamaichi : 


Securities of Japan each brought 5% 
of Daishin Securities. 
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Battered chips 
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The US adds integrated circuits to its list of export 
items in which it is in dispute with Japan 


By Charles Smith in Tokyo 


emiconductors have emerged as a 
major issue in the worsening trade 
conflict between Japan and the US fol- 
lowing the announcement in mid-June 
that the US Semiconductor Industry 
Association (SIA) had petitioned its 
government to hold talks with Japan 
on access problems in the Japanese 
market. The problems which the SIA 
wants discussed could prove hard to 
pin down and may even be illusory — 
given that Japan imposes neither 
quotas nor tariffs on imported com- 
puter chips. However, the mere fact 
that talks have been requested seems 
to have come as a considerable shock 
to the Japanese side. One reason 
could be that Japanese businessmen 
and officials are only too well aware 
of the range of problems, beyond 
those of market access, that could 
cause frictions between the two in- 
dustries. 
In its June 14 petition to the US 





Trade Representative's Office, the SIA 
offered what it described as an 
"analysis of the nature and origins of 
Japanese market barriers in micro- 
electronics," with particular reference 
to the way the system allegedly affects 
US chip manufacturers. The main evi- 
dence that the Japanese market is not 
free included the claim that the Japan- 
ese industry's "vertical integration" 
makes the market hard to penetrate 
and the assertion that the Japanese 
Government had encouraged local 
manufacturers to specialise in particu- 
lar types of semiconductors with the 
aim of strengthening the industry 
against competition from imports. 

The SIA also argued that a "tradi- 
tion" of mutual trading among big Ja- 
panese chip manufacturers seemed to 
operate as a barrier against imports, 
though it acknowledged that details on 
this trade were hard to come by. 

As general evidence of its claim that 


On the other foot 


The US turns its attention from textiles to shoes as 
congressional and public protectionist sentiment rolls on 


By Robert Manning in Washington 


A recommendation by the US Inter- 
national Trade Commission (ITC) 
that President Ronald Reagan impose 
quotas on shoe imports for five years is 
the latest sign of rising protectionist 
sentiment in the US, a mood of frustra- 
tion largely aimed at East Asian ex- 
porters. Four of the five commissioners 
recommended on 13 June that Reagan 
impose a quota system that would re- 
duce footwear imports from 726 mil- 
lion pairs to 625 million pairs, retroac- 
tiveto 1 June, in an attempt to buy time 
for the US industry to modernise. 
Under the plan, which closely re- 
sembles the remedy sought by the foot- 
wear lobby (both the industry and in 
congress) quotas for higher-value 
shoes would be frozen at 474 million 
pairs for two years, with imports al- 
lowed to grow 3% in the third year, 6% 
in the fourth year and 9% in the fifth 
year. The plan would reduce the share 
of the US market held by imports from 
72% to about 55% in 1990. US shoe im- 
ports rose 24.8% in 1984 and in the 
first quarter of 1985 were up another 
25% on the same period of 1984. Shoes 
with a customs value of US$2.50 or less 
(about US$5 retail) would be exempt 


74 


from quotas. In 1984, 575 million pairs 
with a customs value above US$2.50 
were imported. 

The request for relief for the US 
footwear industry under Section 201 of 
the US trade law, which permits relief 
to industries severely affected by im- 
ports, was initiated by the Senate Fi- 
nance Committee. Under the law, the 
president may modify or reject ITC re- 
commendations. But it will be difficult 
for Reagan not to adopt some form of 


protection for the footwear industry in 


the face of the commission's majority 
vote. 

In addition, legislation introduced in 
both houses of congress, with 22 co- 
sponsors in the senate and more than 
60 in the House of Representatives, 
calls for similar quotas and under- 
scores the political pressure on 
Reagan. There are about 500 plants in 
38 states which manufacture footwear, 
while 95 plants closed last year. 

In Asia, South Korea and Taiwan 
would be most severely hurt by quotas, 
with Hongkong and the Philippines 
also affected. South Korea, for exam- 
ple, exported 73% of its total footwear 
produced in 1984, with 68% of its ex- 





janese market is geared to serve 


the i interests of local manufacturers, 


the SIA quoted market-share figures 
in Japan and other major markets 
which it claimed indicate that some- 
thing strange was going on in Japan. 
The figures show Japanese integrated- 
circuit (IC) manufacturers controlling 
80% of their own market but holding 
considerably more modest shares of 
other markets such as Europe (11%) 
and the US (17%). By contrast, the US 
accounts for 55% of semiconductor 
sales in Europe — a market which the 
SIA apparently regards as being 
genuinely open. 

A final piece of "evidence" cited by 
the SIA for the existence of import bar- 
riers in Japan was the fact that despite 
formal liberalisation of the market 
since 1973, when import quotas were 
lifted, US manufacturers had barely 
increased their market share. The 11.4% 
share claimed by US chip-makers 
in 1984 compares with 9% in 1973 
and 10.2% in 1975 according to SIA 
figures (which Japanese semiconduc- 
tor manufacturers apparently plan to 
dispute once they have their own act 
together). 

This lack of penetration is magnified 
by inclusion in current US sales figures 
(unlike those of the mid-1970s) of chips 
manufactured in Japan by US com- 
panies such as IBM and Texas Instru- 
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Taiwan shoe factory: footwear's turn. 


ports, worth US$955.4 million, going 
to the US. (Aside from Asian exporters, 
Brazil would also be seriously af- 
fected.) If implemented, the latest 
quota proposals would not be the first 
aimed at the East Asian footwear in- 
dustry: the US imposed quotas on 
South Korea and Taiwan under the ad- 
ministration of then president Jimmy 
Carter in 1977 which were in effect 
until 1981, when Reagan lifted the re- 
straints. 

The Footwear Industries of Ameri- 
ca and its supporters in congress 
advocate a quota plan to reduce the 
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mal Japanese conditions suggests that 
foreign companies are not getting 
"equal treatment," according to the 
SIA. This is claimed to apply particu- 
larly at the crucial initial phase of mar- 
keting in which potiential chip pur- 
chasers discuss design problems with 
companies with which they later in- 
tend to do business. 


he SIA's thesis that import barriers 

still exist in Japan despite nominal 
liberalisation has got short shrift from 
Japanese officials and IC manufactur- 
ers — most of whom take the line that 
the Japanese market is simply more 
competitive than others. However, Ja- 
panese analysts also see the SIA peti- 
tion as being designed to provide a 
"launching pad" for something more 
than a simple discussion about IC im- 
ports. 

Readers of the lengthy memorandum 
supporting the the SIA petition have 
been struck by the fact that, apart from 
complaining about access problems, 
the SIA theorised that Japan's closed 
market for ICs had served to encourage 
reckless "capacity increasing races" 
among major companies. These are 
said to have resulted in sharply in- 
creasing output of chips at times when 


market share for imports to 55%. The 
main difference between this and the 
ITC recommendations is the call for 
quantitative, rather than percentage, 
limits. The ITC also proposed auction- 
ing quotas to US importers and retail- 
ers. This would mean that a firm want- 
ing to import shoes from anywhere in 
the world would bid for either à 
number or type of shoes, with the pro- 
fits going to the US Treasury. 


he one dissenting opinion on the ITC 

came from Susan Liebler, who ar- 
gued that the US industry is dwindling 
because it is no longer competitive, and 
that its revitalisation plan is not “cred- 
ible or viable." She said US consumers 
would have to pay an additional 
US$1.3 billion a year for shoes to save 
the jobs of 26,000 unemployed shoe 
workers, which amounts to US$50,000 
a job. William Cline of the Institute for 
International Economics estimated 
that quotas would cost US consumers 
US$2.5 billion a year in higher shoe 
prices. 

During earlier shoe quotas, accord- 
ing to Peter Mangione, president of the 
Footwear Retailers of America, the 
price of shoes from Taiwan ànd South 
Korea rose by 148% and 87% respec- 
tively. Industry analysts say that, as 
the quotas apply to numbers (not 
value), exporters would likely move 
into the higher end of the market, 
where US manufacturers have been 
more competitive. 
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" be | prope 
facturers to step up capacity at the 
wrong time could be assumed to mean 
that Japanese companies would be 
tempted to dump chips in overseas 
markets, the SIA also theorised. How- 


ever, the memorandum apparently 
went out of its way to deny that the fil- 
ing of anti-dumping cases against 
Japan formed part of US strategy for 
dealing with the semiconductor prob- 
lem. 

The consensus of Japanese business- 
men and trade officials who have 
studied the SIA petition seems to be 
that though US semiconductor manu- 
facturers have a genuine interest 
in stepping up their share of the Japan- 
ese market — if possible to the same 
level as Japan’s share of the US market 
— the industry also has at least two 
other concerns that it cannot air pub- 
licly. Japanese analysts believe that a 
majority of the small, specialised, chip- 
makers who comprise the SIA's mem- 
bership would like to see barriers 
erected against Japanese chip exports 
to the US, which have been rising for 
the past two years at a much faster clip 
than US exports to Japan. 

The membership, however, also in- 
cludes integrated electronics manu- 
facturers such as IBM and Hewlett- 
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The footwear lobby is pleased with 
the ITC decision, but Mangione said 
the ITC recommendations would be “a 
disaster for American consumers." Al- 
though US footwear manufacturers 
say they would invest US$700 million 
in new technology over the five-year 
quota period, Mangione predicted that 
major US shoe producers "won't do 
much more than make, profits in a 
guaranteed market for five years." He 
said he believes Reagan will reject or 
modify the ITC proposals. He added: 
“The footwear industry doesn't have as 
much clout. as the steel, textile and 
auto industries, but they may have 
enough. It will be a tough fight." 

An aide to Republican Sen. William 
Roth of Maine, sponsor of the footwear 
legislation in the senate, conceded that 
Reagan's decision “will be a very poli- 
tical one." An official of the US Trade 
Representative's Office told the 
REVIEW: "There's alot of pressure to go 
for quotas." But oneretailer said it was 
possible Reagan would "reject a global 
remedy like quotas and go for Orderly 
Marketing Agreements with major ex- 
porters as it would be less offensive to 
his free-trade rhetoric.” 

Despite its calls for a new round of 
the General Agreement on Tariffs and 
Trade, the administration has imposed 
import restraints on steel, textiles, 
motorcycles and mushrooms. The US 
has been quietly adopting an indus- 
trial policy focused on bailing out un- 
competitive smokestack industries. 
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CONCESSION 


By Bruce Roscoe in Tokyo 


reliminary details of Japan's 
plan to cut tariffs on some 
1,800 import items by 20% indi- 
cate many vital domestic interests 


will remain protected from foreign. 


competition. On 25 June, the Ja- 
panese Government named 40 pri- 
mary and processed agricultural 
products, and 36 industrial items, 
on which tariffs would be reduced 
in 1986 and 1987. But few of these 
are the items at issue between 
Japan and its trading partners — 
and any reduction which can be 
shown to harm a domestic indus- 
try stands to be rescinded, 


Most industrial products in- 


cluded in the move are in the safe 
areas where Japan's high level of 


competitiveness all but precludes — 


imports. Beef, butter and cheese 
were among important farm items 
exempted from the reductions, 
though palm oil and boneless chic- 
ken, items of 
concern to 
Southeast Asian 
trading partners, 
have been in- 
cluded. Almost 
without excep- 
tion the fruit and 
vegetable tariff 
cuts apply to 
processed foods, 
not higher-value 
fresh produce. 

The reductions 
form the first of 
several market- Nakasone: 
opening steps open | 
pledged by Prime n" Ing. 
Minister Yasuhiro Nakasone on 
9 April. Others are: 





>» A review of the government's. 


procurement policy and the com- 
plex domestic distribution system. 
» Simplification of standards and 
certification procedures for im- 
ports. 

» Possible opening up of some 
service industries. 

Japanese Foreign Ministry offi- 
cials, detecting initial overseas 
scepticism about the cuts, em- 
phasised the importance of the res 
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maining liberalisation steps. A - 


government statement said Japan, 
through a new round of negotia- 
tions on the General Agreement on 


Tariffs and Trade, was preparedto | 


cut industrial-product tariffs to — 


zero if other countries did the 


same. It was also ready to negotiate 


lower tariffs for agricultural and 
fishery products, taking into con- 
sideration the “special characteris- 
tics” of agriculture. 








; have championed. free trade 
Japan has nothing to do with 
rade ideology. Rather, it reflects 
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omputers. 
DRAM chips account for about 5% 
the value of mainframe computers 
nd are therefore an important ele- 
mt in cost control. They are cur- 
ntly being made by three US com- 
panies, one of which, TI, produces its 
ips in Japan. But Japan has an esti- 
ated 92% market share for 256K 
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DRAMs, and prices for the chips have 
llen so steeply in the past few months 
hat new manufacturers might find it 
'ery hard to enter the market. 

The SIA’s second “unspoken con- 
rn," according to Japanese analysts, 
ay be to create a situation in which 
1e US authorities can effectively 
pply pressure on Japanese companies 
0 scale down future investments in IC 
anufacturing capacity without ex- 
osing themselves to charges of inter- 
ering in the country's domestic af- 
irs. Some Japanese experts see con- 
rols on investment as a far more effec- 
ye means of limiting ultimate shares 
the world IC industry than re- 
raints on exports. But it seems obvi- 
s that an SIA petition which directly 
quested the US Trade Representa- 
ve's Office to discuss investment 
vels with Japan would not have had 
uch chance of acceptance. | 































at fact Japan now holds an over- ` 
elming share of the world market . 


mory (DRAM) chips, the basic 


mories of the current generation of 








most. non-exist stent “during | 
years of 1983-84, when virtu; 
chips were in short supply and Japan- 
ese companies which sold DRAM chips 
to customers in the US were effectively 
doing their customers a favour. 

The 1983-84 boom, however, came to 
an abrupt end in the first quarter of 
1985 when chip sales in the US 
slumped 22% from the previous quar- 
ter's level and conditions have since 
deteriorated even further (with an 
8.396 decline in the second quarter). 
Japanese commentators have used this 
situation to claim that the US makers 
might have got a better hearing if they 
had asked for help, instead of insisted 
on taking the offensive. In that event, 
the 1985 IC slump might have served as 
an excuse for improving relations be- 
tween the two countries' industries in- 
stead of damaging them. 





"he weak point in Japan's case 

against the SIA would seem to be 
that Japanese manufacturers do deserve 
at least a share of the blame for the pre- 
dicament in which US semiconductor 
makers find themselves. Although the 
slump in demand for chips in the US 
market seems to have resulted mainly 
from the puncturing of the personal- 
computer boom that dominated the 
market in 1984, excessive Japanese in- 
vestments in increased production ca- 
pacity implemented during the second 
half of fiscal 1984 arguably made the 

situation a lot worse. 

What seems to add to Japan' s share 
of the blame is that — so far at least — 
major IC manufacturers have been 
planning an almost identical level of 
investment in the current fiscal year. 
Investment plans published by the 
nine major chip-makers early this year 
showed a collective fall of 5.8% with 
two companies, Toshiba and Fujitsu 
cutting back by around 20%. The in- 
dustry's top two manufacturers, NEC 
and Hitachi, however, announced 
plans that were on a par with 1984 

while two smaller producers, Sharp 
and Sanyo, scheduled increases of 14% 
and 46% respectively. 

Rethinking of the spring investment 
forecasts has apparently been under 
way during the past few days, with a 
strong possibility that most companies 
will announce reduced spending plans 
within a week or two. But the figures 
may have to come down very sharply 
indeed before the US is convinced that 
Japan is doing its bit to end the current 
worldwide slump in semiconductors. 
Until and unless that point is reached, 


Japan will have to steel itself for the 
f yet another major item to- 

! | the list of awkward trade i issues $a vait- 
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ing resolution with the US. 









Seoul has come up with a 
package to help local banks 
tide over bad-loan problems 


By Paul Ensor in Seoul 


he South Korean Government has 
introduced a package to assist local 
commercial banks with their chronic 
problem of bad loans, but details of the 
measures are still unclear. Minister of 
Finance Kim Mahn Je announced that 
the Bank of Korea (BoK — the central 
bank) will extend soft loans over the 
next few years to banks with serious fi- 
nancial problems arising from unpaid 
loans. He would not elaborate on the 
amounts. involved, but said that be- 
cause they would be paid out over a 
long period, the country’s monetary 
targets were unlikely to be affected, 

According to the minister, interest 
rates on the special loans will amount 
to 3%, as opposed to 5-8% charged for 
regular loans extended by the BoK to 
local commercial banks. Banking 
sources in Seoul have speculated that 


. this. year around Won 500. billion | 


(US$74.7 million) will be disbursed in 
special low-interest loans. 


ERRORS PAST 
AND PRESENT 


Bank Bumiputra borrows 
and lends less and redirects 
its investment strategy 


By James Clad in Kuala Lumpur 


ank Bumiputra Malaysia Bhd 

(BBMB), the country's biggest 
commercial bank, has announced big 
losses. The results for calendar 1984 
mainly reflect the effects of bad loans 
from the late 1970s and early 1980s. 
During this time, BBMB's wholly 
owned Hongkong subsidiary, Bumi- 
putra Malaysia Finance (BMF), ex- 
tended huge loans to the now-defunct 
Carrian group. 

By the end of 1982, these totalled at 
least M$2.25 billion (US$914.6 mil- 
lion), and were transferred back to 
BBMB on 31 December of that year. 
Of this, M$1 billion has since been as- 
signed to the state oil company, Pet- 
ronas, which became BBMB's major- 
ity shareholder in 1984, while BBMB 
wrote off the rest in its 1983 accounts 

— resulting in a loss that year of 
M$973.6 million, 7 
On 22- June,. BBMB chairman Tan 
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as no 
discussions on the problem of bad 
loans after the collapse of the Kukje 
Group in February (REVIEW, 28 Feb.) 
and the worsening construction mar- 
ket in the Middle East. As one Ministry 
of Finance (MoF) official put it: “The 
banking system is now in great danger. 
We must improve the financial status 
of the banks if we are to achieve our 
goal of eventual liberalisation.” 

South Korean banks are still saddled 
with loans made when they were owned 
by the government in the late 1970s. At 
that time, they acted as the channels of 
funds to the ambitious industrial- 
development projects of the period, 
some of which proved to be spectacular 
failures. Since 1980, the government 
has worked to liberalise the financial 
sector, over which it had complete con- 
trol in the 1960s and 1970s. 

Recent bad business results in some 
key industries which have been major 
borrowers, such as overseas construc- 
tion, shipbuiliding and shipping, have 
added to the level of non-performing 
loans held by the banks. Official fig- 
ures put the value of these bad loans at 
Won 4 trillion, but other estimates 
abound: one merchant banker put the 
total at Won 9.7 trillion, of which, he 
said, Won 5 trillion is held by the five 
nationwide commercial banks, and the 
government-owned Korea Exchange 
Bank (KEB). 

Taking a major toll on the banks’ re- 
sources have been the failures of two 


Sri Basir Ismail revealed an operat- 
ing loss of M$105.4 million for 1984. 
But he noted that extraordinary 
gains during the year (resulting from 
BBMB's sale of a 54-million share 
stake in competitor Malayan Bank- 
ing) yielded M$729 million, more 
than offsetting the loss to bring in a 
post-tax profit of M$480.6 million. In 
accounting terms, he said, the operat- 
ing loss resulted from the “interest- 
less carrying costs of the non-per- 
forming M$1 billion that was only as- 
signed to Petronas on 17 September 
last year.” 

Details were few, in the absence of 
the full annual report — sent back to 
the printers, Basir explained, be- 
cause of "printing errors." But a con- 
densed statement appended to the 
board's 22 June statement showed 
the balance-sheet impact of the BMF 
disaster combined with less favoura- 
ble trading conditions (REVIEW, 
Focus, 25 Apr.). 

The condensed statement shows 
total assets fell M$741.1 million be- 
tween 1983 and 1984, while cash de- 
posits and call money eroded by 
20.4% in the same period — after an 
even steeper fall (58%) the year be- 
fore. After climbing at an average of 
80% a year from 1975-80, BBMB's 
deposit growth fell below 5% a year 
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Bank of Korea: good money for bad. 


large construction companies, Keang 
Nam and Samho, which were taken 
over by the Daewoo and Daelim groups 
last year (REVIEW, 9 Aug. '84) and the 
Kukje Group, which has been broken 
up and parcelled out to a number of 
different companies. In each case, the 
companies' lead banks have taken re- 
sponsibility for the failed companies, 
finding new owners and extending 
loans to keep them afloat. KEB man- 
aged the transfer of Keang Nam to 
Daewoo, and Korea First Bank and 
Commercial Bank of Korea were re- 
sponsible for arrangements following 
the failure of the Kukje Group. 


during the next two years, before the 
drop in absolute terms recorded dur- 
ing 1983 and 1984. Not surprisingly, 
this has affected the rate of customer 
advances: after growing 37.6% annu- 
ally on average since 1975, the 1984 
accounts show a 9.2% drop in ad- 
vances to customers and bills receiv- 
able. 

Basir said the bad BMF portfolio is 
now "all cleaned out" of Hongkong: 
"There is nothing in the books of 
BMF about the old loans anymore," 
he said. 

The new chairman, who took over 
on 1 January, also said he had frozen 
staff levels and moved on most 
branch-level managers and credit of- 
ficers to new assignments, while 
others have left the bank. He stressed 
that BBMB will now try to regain lost 
ground through more fee income 
(especially trade bills) and improve- 
ments in electronic banking. Its 
portfolio is to be redirected to “pro- 
ductive investment." 

Responding to widespread 
rumours that BBMB has called in 
loans made to politically influential 
persons, Basir said the reactivation of 
dormant accounts was proceeding. 
"Even if you fail to pay one month's 
interest we will chase you now,” he 
said. 
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Exactly what form the loans to the 
banks will take is not clear. The gov- 
ernment's highest priority is inflation 
control, which it has achieved in recent 
years through strict monetary con- 
trols. According to sources within the 
MOoF, the loans will probably amount 
to little more than the easing of terms 
on existing rediscounting and loan 
facilities from the BoK to the banks, 
and the reduction of interest rates to 
3% as specified by the minister. The 
new policy is a long-term approach to 
the problem of non-performing loans, 
which is one of the main reasons for 
South Korean banks' consistently poor 
results. Given their strong influence 
over the economy, and their large 
foreign borrowings, the unwritten rule 
still holds firm: none of the banks will 
be allowed to close its doors due to fi- 
nancial problems. 


t f the new special loans are really only 
a change in terms of borrowing by 
the banks from the BoK, then money 
supply will be affected very slightly. 
The cut in interest rates on the Won 500 
bilion likely to be available this 
year would save the banks up to Won 
25 billion — a tiny fraction of the Won 
25 trillion-plus money supply. Other 
moves by the government to boost the 
slack economy are more likely to ex- 
pand money supply. 

In a recent speech, BoK governor 
Choi Chang Nak said that the earlier 
targeted M2 growth figure for the year 
of 9.5% would not necessarily be 
adhered to. He added that a special 
category of loans for investments 
which has been available to South Ko- 
rean firms since the beginning of the 
year will total Won 1 trillion, instead of 
the initially planned Won 800 billion. 
(Lending by banking and non-banking 
institutions grew by 34.1% in the first 
quarter of 1985 over the comparable 
period a year ago.) To boost sagging 
exports, the BoK has also recently in- 
creased its export-financing facility by 
2.4 percentage points to 82.6% of ex- 
port value. o 
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3y Bruce Roscoe in Tokyo 


A fter studying for two years ways to 
* improve the world monetary sys- 
em, finance officials from the Group 
n of 10 (G-10) major industrial countries 
have produced a cautiously worded re- 
port that takes the argument little 
further. The document admits weak- 
onn sses exist in the current system, yet 
proposes no substantive changes. The 
60-page report, released by G-10 de- 
puties after a conference in Tokyo on 
2 June, gives every appearance of a 
p ainful diplomatic exercise in at- 
tempting to appease everyone while 
e ssentially pleasing no one. 

. Broad agreement seems to have been 
T€ reached on the need to achieve greater 
stability in exchange rates, enhance 
the watchdog role of the IMF and en- 
‘courage some nations to adopt more 
. responsible domestic economic 
p olicies. Unstated are specific means 
to do so. But the report did rule out a 
sturn to a system of fixed exchange 
1 rate, and it rejected a French proposal 
for "target-zone" exchange rates by 
which fluctuation in the US dollar, yen 
and major European currencies would 
ə restricted to a certain range. 

" With calculated irony, a US Treas- 
ury official described the report as a 
"long-term, far-reaching study that 
has produced limited practical re- 
sults.” He said the large number of 
í countries involved in G-10 made it dif- 
fi t to reach conclusions that could 
> implemented. US Treasury Secret- 
^ James Baker, in an official state- 
ment released after the conference, 
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said: “The steps upon which the de- 
puties have actually been able to agree 
are modest ones." Japanese Finance 
Minister Noboru Takeshita, chairman 
of the conference, noted the report's 
absence of “dramatic” measurest 

The US appeared most dissatisfied 
with the timidity of the report though 
British and French officials were unre- 
servedly sceptical. In major areas, the 
US failed to win a consensus for mea- 
sures it argued should be adopted to 
make the IMF stronger and define 
more precisely its role as a lender. The 
most contentious of these was the pro- 
posal that IMF evaluations of mem- 
bers' domestic economic policies, and 
their likely impact on exchange rates, 
should be made public. Charging that 
the revised IMF Articles of Agreement 
for such surveillance had not been 
fully developed, Baker maintained 
that if surveillance were to be effec- 
tive, members had to look beyond the 
report's recommendations. 

"We can all benefit from both pri- 
vate and occasional public exposure to 
criticism," Baker said. That struck the 
majority of other members as untena- 
ble, considering the domestic political 
repercussions that would result from 
the publication of an unfavourable re- 
port by the IMF managing director. 

The report did concede that new ar- 
rangements for multilateral surveil- 
lance should be introduced. But most 
were weak-kneed, such as the sugges- 
tion that the IMF periodically prepare, 
as a special chapter of the World Eco- 






























Baker: modest steps. 7 





nomic Outlook, an analysis of the in- 
ternational ramifications of national 
policies of G-10 countries and of their 
effect on exchange rates. 

While France — at least for now — 
has abandoned its proposal for semi- 
fixed exchange rates, the US intends to 
continue its lobby on the publicity as- 
pect of IMF surveillance and IMF- 
World Bank cooperation at the Interim 


‘Committee of the IMF which meets to 


discuss the G-10 report in Seoul in Oc- 
tober. 


Jone finance officials took the 
view that because the report repre- 
sented a case for preserving the status 
quo among the top industrial nations, 
it was therefore unlikely to thrill de- 
veloping nations at the Seoul meeting. 
Indeed, the conference communique 
declared: “The basic structure of the 
present system . . . remains valid and 
requires no major institutional 
change.” 
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£236.25m 
(US$301.3m) 


£18.45m 
(US$23.5m) 


— JamėsFinlay Y31 Dec. 


| (Britain) 
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4.15p 
(3.67p*) 


Good tea prices helped profits, though Bangladesh 
crop was poor. Current year will also be influenced 
by tea prices. 






— NeptuneOrient Y31Dec. S$10.96m -15 S$81.44m *3:5 - 7.5%** Inauguration of round-the-world liner service 


























Lines (US$4.9m) (US$36.9m) (same) expected to improve current year's performance. 
. (Singapore) 
|» Fuji Photo H20Apr. Y33.52b -25.6 — Y360.5b *12.6 ¥6.25 Company forecasts. full-year profit of ¥65b, up 
— FilmInd. (US$135.1m) (US$1.5b) (95.25) from ¥56.33b, on sales of ¥750b, up from 
| (Japan) Y 666.21b. 
. JamesHardie  Y31Mar. A$47.15m +22.4 A$1.38b +19 22¢ The company has announced a one-for-five bonus 
_ (Australia) (US$31.4m) (US$920,000) (same) issue. Directors said demand for building products 
| ! held up well, but growth slowed in the second half. 
i Hong Leong Y31Dec. 5$25.6m -39 na | na 12% Drop in profits attributed to a decline in income 
| Finance : (US$1].5m) (same) - from property sector. Current protit level to be 
= | (Singapore) maintained. 
BICI - H31Mar. A$19.74m -42.7 A$753m +5 Té Absence of investment deductions led to profit 
Australia a (US$13.2m) (US$502m) (same) drop despite static pre-tax earnings. Directors 






reported strong competition from low-cost imports. 












Y - year-end; H = half-year ended. 





*Allowing for new issue. — ** Tax exempt. 
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deregulate economies had ict d hea A nerd on Zn 
store a basis for sustainable longer- A Hong 
term — both in the industrial 
countries and in several developing | 
countries whose access to — By Robert Cottrell in Hongkong OE 
tional credit had been sharply cur- anin Holdings, the Hongkong bank- | lars, and that, unusually for foreign in- 
tailed. He cited these factors: ing and finance group which owns | vestments in China, the joint venture 
» Between 1980 and 1984, inflation in | Banco Luso, one of Macau's leading | would be of a permanent rather thana 
the seven major industrial countries | banks, says it plans to become the first | limited duration. 
fell from 12.2% to 4.5%. foreign investor to set up a joint-ven- The deal is remarkable not least k ^ 
» During that period, growth in these | ture bank in China. Subjecttofinalap- | cause of Panin's board associations 
countries rose from less than 1% to | provals from the Chinese Government | with Overseas Trust Bank (OTB), the 
5.1%. and from its own shareholders, Panin | Hongkong bank taken over by the gov- 
» The aggregate non-oil producing | would own 60% of the proposed ernment on 7 June after discovery ot 3 
less-developed country (LDC) cur- | Xiamen International Bank, based in capital deficiency of at least HK | 
rent-account deficit fell from US$108 Fujian province's Xiamen Special | billion. While Panin and OTB do not t 
billion in 1981 to US$38 billion in | Economic Zone. have any known equity links, Panin's 
1984. The 40% minority holding would | chairman, George M. K. Lee, was. sd 
» Non-oil LDCs grew at 4.2% last | be allocated between three Chinese | last year a vice-chairman of OTB, : 
year, while imports climbed near-| state agencies: Industrial and Com- | twoother Panin directors, Leo Lee ai 
ly 6%. mercial. Bank of China Wong Ker Lee, served o 
Agreement was reached on the need | (15%); Fujian Investment the board of OTB until i 
for the IMF to review the role of thein- | and Enterprise Corp. (15%); demise. m 
stitution's special drawing rights | and Construction and De- Panin's own fortunes have 
(SDRs). But contradictions in the re- | velopment Corp. of Xiamen declined since it was floated 
port indicated that the agreement was | Special Economic Zone on the Hongkong stockm are | 
not unanimous. The report recognised | (10%). China liberalised ket in June 1982. Its net pr Bs 
that changes in the international | its banking laws in April fit of HK$21.6 million for 
monetary system had all but made | to permit such joint ven- PANIN GROUP 1982 fell short of the HK$31 1 
SDRs obsolete, while at the same time | tures. million prospectus forecast; 
venturing that they *may have a useful Panin would contribute its HK$252 | net profits for 1983 were HK$6.7 m il- 
role in meeting a long-term global need | million (US$32.3 million) share of the | lion, and for the first half of 1984 
for reserves,” new bank's proposed HK$420 million | HK$600,000. The group has not yet an- 
The issue this left unresolved was | initial paid-up capital by assigning to | nounced its 1984 full-year result. * 
whether needy nations could not bor- | the joint venture its two major wholly The injection of Banco Luso and 
row sufficient funds because of a | owned subsidiaries, Banco Luso Inter- | PIFC into the Chinese joint venture 
global shortage of liquidity, or because | nacional, which owns the Macau bank, | would greatly strengthen Panin's on- 
of their low credit ratings. The US | and Panin International Finance Corp. | solidated balance-sheet, which at the 
maintainted the problem was mainly | (PIFC), a small Hongkong deposit-tak- | end of 1983 was marked by a heavy 
one of creditworthiness, since global | ing company, in addition to investing | commitment to fixed assets. The grot p 
reserves had increased by an average | HK$70 million cash. was carrying property valued at 
of 10% since 1982 and LDC reserves by The three Chinese partners would | HK$205 million, most of it in Macau, 
16%. Baker said he did not believe that | invest a total of HK$168 million in | and goodwill of HK$26 million, wh ie 
unconditional financing in the form of | cash. Panin says the bank's Xiamen | shareholders’ funds stood at HK$291 
SDR allocations was an appropriate | operations would initially bein foreign | million. Deposits with Panin's bankin 4 
response, and the US would continue | currencies only, that dividends would | and finance companies at that time 
to oppose their allocation. DO | be remitted to Panin in Hongkong dol- | totalled HK$722.5 million. L 
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$ ONGKONG recovered sharply after the bloodletting of the past couple of weeks as 


wake of the Overseas Trust Bank scandal. 
Helped by a further lowering of interest rates, 
vith prime cut by half a percentage point to 8 96 
$ owards the end of the period, the Hang Seng 
Index soared 119.16 points in the typhoon- 
shortened period to close at 1,561.13. Turnover 
'egistered a daily average of HK$344. 10 million 
(US$44. 1 million). Brokers expect the index to 
breach the 1,600-point level in the short term. 
There was no trading on 24 June due to the 
onslaught of a typhoon. 
AA 0: Massive turnover, averaging a daily 
550. 16 million shares, spurred by a rising yen, 
characterised a market in which big capital is- 
c si es and local financial institutions were firmly 
on the buy side. Top defence contractor Mit- 
E ubishi Heavy Industries accounted for more 
than 10% of market turnover and trading was 


| also heavy in Kawasaki Heavy Industries. Steel 


, hares rose early in the period, but fell on profit- 
taking. Blue-chip electricals and other export- 
oriented shares were aimless. Sentiment was 
elped by prospects of lower interest rates and 
$ heaper oil. The Dow Jones Average continued at 
 near-record highs, closing at 12,756.93 points on 
24 June. 
SINGAPURE: With only 3.54 million shares 
tr aded on 21 June, the market suffered its lowest 
y volume in more than three years. Brokers 
aid that traders had prolonged their Hari Raya 
ce ebrations beyond the official holiday on 20 
Jur e. The average daily volume was only hauled 
up to the 6.19 million-share mark by a sharp re- 
su gence of interest after the weekend with 8.75 
million traded on 24 June. Fraser's Index closed 
the period 54.82 points higher at 4,325.82 on 
rumours that Pan-Electric plans to acquire a 
substantial holding in United Overseas. Land. 
Pan-Electric was again the most actively traded 
sto ock, closing at S$2.51 (US$1.1). 


K \ LUMPUR: Prices rebounded sharply at 
t e end of the holiday-shortened two-day period. 

Buyers chased oversold industrial and finance 
counters which had been depressed in recent 
by jitters affecting the banking system, 
and political uncertainties in Sabah. Average 
2 y trading became more robust, reaching 6.53 
ion units valued at M$11.04 million (US$4.5 
illion) and stronger buying support lifted 
Fraser's Malaysia Index by more than 40 points 

atthe close of the period. Analysts, however, said 
Ag rise in values is unlikely given con- 

uing tight liquidity. 
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: A bout of corporate bidding and 

E: some rise in the gold price lifted Australian mar- 
kets over the period, Strong trading developed in 
— brewer Castlemaine Tooheys as Bond Corp. was 
revealed to be buying, pushing the stock up 17% 
from the start of the month. News that FAI 
Insurances was adding to its 7% stake in retailer 
. Myer Emporium also led to heavy turnover, and 


_ over the period the All-Industrials Index rose 
| 80 


brn tee es d 


anxiety over the territory's banking system subsided. Taipei continued to rally. 


- HONGKONG: Prices rebounded sharply after 


ping plummeted in the past two weeks in the 


17.9 points to 1,233.1. With the All-Resources 
Index up 13.9 points to 565.7 the overall mar- 
ket indicator, the Australian All-Ordinaries 
Index, showed a gain of 15.9 points to 857.4 
points. 


NEW ZEALAND: The market went through a 


quiet period following the budget announce- 
ment, easing progressively on low turnover. At- 
tention was focused on government-bond in- 
terest rates, which continued to decline sharply, 
though with little effect on share prices. The 
company-reporting season is drawing closer and 
the paucity of company news contributed to the 
quietness of the market. 


BANGKOK: The market closed the period with 
small advances on increased turnover. Bargain 
hunters largely accounted for the uptick. Top- 
ping the list of gainers were Bangkok Investment 
and Thai Rayon. Losers included Bangkok Rub- 
ber, Siam Citizens Corp. and Siam Cement. The 
Book Club Index rose 0.94 of a point to close the 
period at 141.26. Volume rose to 1.28 million 
shares valued at some Baht 254.09 million 
(US$9.3 million). 


TAIPEI: The market extended its rally, with the 
weighted price index elosing at 725.09, up a 
healthy 21.15 points from the last close. Coming 
after several months of steady decline, the up- 
turn reflects investors' positive reaction to the 
government's decision to stop collecting the 
securities-transaction tax, which took effect on 
the last day of the period. The market's reaction 
was also shown by sharply higher trading vol- 
umes, which averaged NT$596 million (US$14.9 
million) a day. Among the seven specialised indi- 
ces, cement and plastics shares gained the most, 
rising 3.6% and 3.4% respectively. 


MANILA: Average daily turnover failed to 
reach P1 million (US$54,201) — going as low as 
P355,090 on 18 June in Manila (which was closed 
on 24 June for a holiday), and P164,825 on 24 
June in Makati. But a special bloc sale of 950 mil- 
lion shares of mining firm Itogon-Suyoc amount- 
ing to P21.85 million on 21 June in Manila 
boosted aggregate turnover. All market indi- 
cators declined — mining by 18.19 points to 
its closing 656.16; commercial-industrials by 
1.93 to 126.83, and oils by 0.018 to 0.759 of a 
point. 


SEOUL: The brief spurt of the previous period 
gave way to slower activity, with trading down 
13.38 million to 14.91 million shares. The index 
fell 2.65 points to 138.12. Political worries, fol- 
lowing an ultimatum by the “two Kims” (Kim 
Dae Jung and Kim Young Sam), the country's 
leading opposition figures, and the government's 
angry reaction dampened spirits. But an an- 
nouncement of concessionary loans to the banks 
buoyed financial issues, which rose 1.98 points — 
the second-highest sectoral gain after pharma- 
ceuticals, which were up 7.29. Fabricated metals 
and electronics fared the worst, largely due to 
export worries. 


NEW ZEALAND 


AUSTRALIA 








AUSTRALIA 


Aust. All-Ordinaries Average 
18 June 840.2 
19 June 851.2 
20 June 854.2 
21 June 854.C 
24 June 857.4 
Change on week ___ +1.89% 

24June “change % 

AS onweek ylek 

Amati 455 :09 4A 
Ampol Exploration 238 +87 42 
Ampol Petroleum t &3 +17 41 
ANZ Bare 449 ^18 67 
Austrakan Cons. Ind 254 28 63 
Austra&an Guarantee 2234 +04 47 
APM 279 +45 65 
Boral 326 *06 46 
Bougainvilie 205 +30 34 
Brambles ind 350 *06 51 
BHP 6.23 25 44 
Burns Phil 390 03 46 
Carton Untied Brewery 2.68 -04 52 
Coles GJ 3.86 +52 51 
Comaico 1.97 +15 4! 
CSR 2B! ‘60 , 64 
Dunlop Australia 227 +46 4B 
Elders IXL 295 «03 68 
Hardie J 330 +09 67 
Herald & Weekly Times 423 +12 44 
ICI Austral 1! 83 16 8? 
Lend Lease Corp 6 64 vt 43 
MIM Holdings 285 +40 18 
Myer Emponum 226 14 ! 53 
North Broken Mill 229 *36 2€ 
Péko Walisend 426 «09 04 
Pioneer Concrete 180 59 65 
Santos 551 +07 18 
Srvih H 478 +39 42 
Thomas Natiormwde T rans 194 +26 64 
Western Mining 385 +24 0f 
Westpac 401 07 6* 
Woodside 138 +30 — 
Woohworths 299 «91 5 4 


HONGKONG 


Hang Seng Index 

18 June 1,427.0 
19 June 1,510.2 
20 June 1,542.1 
21 June 1,561.1 
24 June ciose 
Change on week +8.269 
21 June "change % 

HKS onweek ylelc 

AssociuMed Hotets 052 133 = 
Atlas ind 079 «129 85 
Bank of E.A 24 20 *100 26 
Cheung Kong 16 10 +88 28 
China Light 15.50 +69 30 
Core (New) 1.30 +66 — 
Evergo 1.10 89 145 
F E Consortium 069 «211 — 
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ECO 
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K Eloctnc 
K &Ch Gas 
IHK AK. What 
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Jardine Matheson 
Jardine Sec 

Liu Chong Meng 
Nan Fung Textées 
New World 
Onent O seas H 
Paul Y. Constr 
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Sun H.K. Props 
Swire Pac "A^ 
Tm Cheung 
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Wath Kwong Ship 
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Whéel Mar "A^ 
Wing On Hoktings 
Winsor 

World Int'l 


JAPAN 


Dow Jones Average 
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27 00 
710 
215 
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Yen 
1110 
561 
424 
605 
1150 
455 
110 


= 3.0 
20 208 
+85 — 
13 0! 
«94 25 
+79 3.0 
*137 4B 
*98 46 
+73 56 
+88 20 
+51 19 
+36 02 
“75 54 
+61 29 
+107 40 
+55 23 
+42 34 
+109 11 
+244 39 
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«92 - 
B6 09 
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15 37 
— 100 
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+150 15 
-21 100 
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12,741.11 
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12,634.76 
12,729.62 
12,765.93 
-0.03% 
24June “change Pie 
on week ratio 
18 440 
HLS 174 
21 675 
«O6 746 
+36 303 
22 192 
43 310 
06 361 
46 356 
55 15.6 
19 22 B 
40 1179 
35 195 
69 380 
18 2A 5 
83 $2 ! 
66 183 
*54 303 
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09 509 
31 159 
2! 243 
1a 28.7 
39 43.6 
15 235 
+10.1 76 6 
45 414 
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Ricoh 

Sanko Steamship 
Sankyo Pharm 
Sanwa Bank 

Sekisut Pretad Homes 
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lappening here that not only shape Asia's future but 
iffect the entire world. Asia 1985 Yearbook covers 
hese events, compiles analyses and interprets them. 
lo businessman can afford to ignore them. Nor can any 
ecutive or scholar or anyone who has dealings with 
i. Decide for yourself whether any other single 


a at your fingertips as does the Asia Yearbook. 


in its 26th Edition 


re. Matching the rapid pace of Asian development, 
have gone into greater detail, with deeper insight, to 
ce a book that anyone who has any dealings with 
should have on ithe bookshelf. 


i 1985 Yearbook i ncludes a newcomer to every 
pter.— the Databox which gives an instant glance of 






s as well: a Regional Round- -up, Th 
pulation, Development Banks, Asiai 








ganisations. 


orea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


charts, tables and graphics to illustrate the material, 
ncluding a full military profile of every country. Each 
ountry has a new map to go with its chapter. 


try Analysis 
T ed. with up: -to- date reviews of its 


ia houses over half of mankind. Everyday events are 


edium puts the economic, social and political realities - 


e Asia 1985 Yearbook, colera indi its 26th anniver- |. 
is bigger and more comprehensive than ever - 


ential data. You will find familiar chapters and fea- - 


: Finance, Asian. 
'stment, Commodities, Energy, Aviation, Shipping. 
de & Aid, West Asia, South Pacific and Asian 


e main body of the book contains chapters on 313 uu 
untries. Each is divided into 3 sections — Politics/ / 
cial Affairs, Foreign Relations. Economy/Infrastruc- | 
ire — ranging trom. Afghanistan through China, to- 


‘in the. past, the Yearbook has an abundance of 


calsa — aed 




































and.sociál and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 
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Published. by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent | 
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capital. From Islamabad to Tokyo, Peking to Can 
and virtually every area of interest throughout Asi a. This . 
—— ute of writers, — cipes And laser: 
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here was nothing to drink but hot 
water on the 16-hour train jour- 
ney from Peking 10 this new and fast- 
developing industrial region of Inner 
Mongolia and Shanxi. Foreign busi- 
nessmen and tourists are rare visitors 
to this remote area: it is extremely 
cold for six months of the year, and 
the splendid Hanging Temple and 
Lamma monastery are still virtually 
unknown. The regional authorities, 
however, are anxious to establish 
joint ventures with foreign firms and 
develop tourism — indeed, they have 
sent several delegations to Shenzhen, 
the thriving special economic zone 
immediately to the north of Hong- 
kong, to study cooperation with for- 
eigners, 

Recreational activities are being 


a 


a virtually unknown. 


4 - 
d 
"b. 


organised on a large scale for workers 
in this: bleak yet prosperous area. 
Nightly, in a large city-centre 
theatre, hundreds of young people 
dance together — usually boys with 


. boys and girls with girls, though a 


few of the more courageous take to 
the floor with partners of the oppo- 
site sex. There are discos too and "old- 
fashioned jazz" for those who want to 
waltz to the Blue Danube or foxtrot 
to the strains of Tea for Two. 

The factories that have been com- 
pletely modernised bear little re- 


J semblance to the old-fashioned ones 


many visitors have viewed in the 
south, where two or three people 
gather round to watch one man work 
and half the machines are either out 
of order or just not used. 

Everyone here works hard to gain 
extra bonuses and the young are an- 
xious to train to become engineers 






and to use a computer. But it is dif- 
ficult for them to find the opportu- 
nity owing to a shortage of teachers 
and a chronic lack of technical books. 
There is a magnificent-looking li- 
brary but it has few Chinese books on 
scientific subjects and conspicuously 
few in foreign languages. (The only 
English books were one by Oscar 
Wilde and two by Hans Christian 
Anderson. Nor were there any 
magazines on word processors and 
other sophisticated machinery which 
has already been introduced into 
some of the local plants. 

Many of the coal mines in the 
area have already been modernised 
with foreign help, and in some of 
the isolated towns nearby skilled 
miners are earning Rmb 500-600 
(US$175-210) a month. Throughout 
the region far brighter clothing is 
worn than in Peking or Shanghai 
and all women under 50 appear to 
use rollers on their hair and use 


- 


Theatre in city centre: dancing every night. 





cosmetics, though lipstick is still 
considered slightly racy. 

The free market, flourishing here 
as elsewhere in today's China, was 
selling smart clothes, and only frac- 
tionally more expensive than the 
drab garments in the empty state 
shops. 


W sss, however, are a growing 
problem. A soldier in his first 
year of service earns Rmb 10 a month, 
which is the price of entry to the aver- 
age disco. Middle- to senior-ranking 
cadres make Rmb 100-200 a month, 
while free market operators are re- 
luctant to disclose their income. All 
admit that a new Rmb 10,000-a-year 
class has emerged, and just outside 
the town was a small house which 
looked like a child's dream of 
Camelot. A guide explained the house 
had been built by a member of this 
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new class who made his fortune by 
supplying regular bus or truck trans- 
port to remote villages. 

In addition, an open black-market 
in money has developed and this 
writer was constantly offered nearly 
50% above the official rate for US 
dollar bills or foreign exchange cer- 
tificates (special domestic currency 
issued to foreigners) — how unlike 
the China of the mid-1970s. A colour 
TV set or a motorcycle are status sym- 
bols, like the silver teapot of the Vic- 
torian era, but they are out of reach to 
middle-ranking officials, soldiers, 
academics and people who, until re- 
cently, thought themselves to be 
leaders. There is no doubt these men 
and women who are middle-aged and 
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have devoted their lives to the state, 
party or army are jealous-of the new 
rich. 

Trees are something of a rarety in 
the region and it is unfortunate many 
of those planted nearly a century ago 
to provide shade and line the roads 
are being felled. The increased traffic 
essential to the new industries has 
caused a mania for widening roads 
thoughtlessly. Many towns now boast 
their roads are wide enough and 
straight enough for “an aircraft to 
land in any emergency” if the airport 
was ever out of service. 

But transport, communications 
and the shortage of electric power re- 
main the region’s three major prob- 
lems and, in a few years, industrial 
pollution will be serious. Despite 
these shortcomings, the urban areas 
appear to boom as in no other part of 
China. — CLARE HOLLINGWORTH 
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Sikh scepticism 


On reading Mohan Ram's An ominous 
lull [20 June] one cannot help coming 
to the conclusion that Indian Prime 
Minister Rajiv Gandhi wants the mod- 
erate Sikhs to help him pull the 
chestnuts out of the fire. If Gandhi 


And one can rest would only act like a prime minister of 


India and not of Hindustan, he would 


easier at Hilton, have no problem solving it. To the 


Sikhs the name of Hindustan stinks, 


America’s Business but India they love because it belongs 


to all Indians. 

Address® The Sikh nationalists (whom Hindus 
" call extremists) can be neutralised by 
the government immediately by imple- 
menting the concessions given by 
Indira Gandhi — transferring Chan- 
digarh to Punjab, amending the of- 
—— 9, : $4 fending Article 26 of the constitution, 
you can also get 24-hour emergency passing of the All India Gurudwaras 
refunds of your BankAmerica Travelers | Act and implementation of the religi- 
Cheques should you happen to lose ous concessions not vet conceded, but 

them. Convenience. Just one more to be discussed and mutually agreed. 
reason that Hilton is America's In fact Gandhi has even told the 

Business Address*. 





Hilton has always represented 
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stvle. Now, at selected Hilton hotels 
and inns throughout the United States, 
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Sikh elder: fear of disinheritance. ^" "^*^^" 


Sikhs in a public rally in New Delhi, CROSS 


some two weeks after his mother's MEATEGIEN 
death, that he will take “revenge by 
peaceful means.” The Sikhs are not 
naive enough not to understand what 
he means. The Sikhs feel they are being 
gradually uprooted, dispossessed and 
disinherited in Punjab. What more 
proof do they need than Gandhi's 
rhetoric? 

The Sikhs as a whole do not trust the 
prime minister because they suspect he 
had a hand in the massacre of Sikhs 
outside Punjab after the assassination 
of his mother. If heis sincere and wants 
to win the confidence, he should release 
all those detained; allow the secret 
trial to be open; dismiss all connected 
with the massacre now in his cabinet 
and parliament; charge those respon- 
sible for the crimes, and sack all negli- 
gent police officials. A. T. Cross Export Company 

If he is not prepared to take these Lincoln, Rhode Island 02865 U S.A. 
bold steps, then he should forget a 
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negotiated settlement. If one were to 
read Sikh history there is no instance 
where the Sikhs gave way to intimida- 
tion, threats or brutal force. To under- 
stand more clearly the Sikh mental 
make-up, Gandhi should study the 
teachings of Guru Gobind Singh. 

In their present state of total mental 
anguish and humiliation, Sikhs all 
over the world are chanting couplets 
from their Holy Granth, such as: " Rec- 
ognise only the warrior who fights 
solely for religion, is cut bit by bit in 
pieces, but does not leave the battle- 
field.” Sikh history is being discussed 
by Sikh youths who are asking many 
questions: the elders have no satisfac- 
tory answers why Hindus should be 
called brothers when pages of Sikh 
history proclaim Hindu betrayals. 
Malaysia O. TARA SINGH 


Rights on record 


The article on ethnic violence in 
Karachi, Graves to fill [2 May], con- 
tains certain inaccuracies. 

To put the record straight, I would 
like to state that when Bangladesh 
achieved independence in 1971 there 
were more than 1 million non-locals in 
Bangladesh — popularly known as 
Biharis — some 500,000 of whom opted 
to stay in Bangladesh and were 
immediately granted Bangladeshi 
citizenship. They are now a part of our 
society and enjoy equal rights and 
facilities as are available to all 
Bangladeshis. 

However, the other 500,000 opted to 
remain Pakistani citizens and wished 
to be repatriated to Pakistan. The 
Delhi Agreement of 1973 and the 
Tripartite Agreement of 1974 envis- 
aged a total solution of the problem of 
these people. Pakistan, however, has 
accepted only 126,941 people so far. 
The rest remain stranded in 
Bangladesh. They insist on their repat- 
riation to Pakistan, which they con- 
sider to be their rightful and legal 
home. 

These stranded Pakistanis are ac- 
commodated in various camps where 
there is no restriction on their freedom 
of movement. In fact, many of the in- 
habitants of the camps are pursuing 
various vocations in and outside the 
camp areas. SYUD IQBAL AHMED 

First Secretary 
Commission of the People's 
Hongkong Republic of Bangladesh 


Behind the flags 
The FOCUS COVER STORY, C’mon, Au- 
ssie — to where? [27 June], queried the 
sources and reasons for the flag-wav- 
ing boom, the ludicrous, febrile jin- 
goism, in Australia. The writer had 
only to look at other strange Aussie 
customs to get an answer. 

By popular consent, the proto-typi- 
cal Australian is the mythical man 
from the outback — mythical because 
he’s got no flies on him. The real one 





flies and all — listens to country and 
western music all day. His country? 
Hell no, a mythical American country, 
where everyone talks like Roy Acuff. 
No surprise that anyone who can im- 
itate Kenny Rogers can pass for local in 
the north. What do those nasal Yank 
singers push? You got it — contrived 
patriotism, commercial jingoism, blat- 
antly trivial nationalism, along with a 
modicum of lunatic-fringe Christian- 
ity and the sexual mores of Genghis 
Khan. 

America is in fact the only role model 
Oz has got. They're not about to follow 
the bankrupt Brits, who killed off so 
many of their young men in World 
Wars I and II; and who else speaks 
their language (more or less)? 

The first impression a visitor has of 
Yankland is the insane profusion of 
American flags, as though everyone is 
terrified of being thought less patriotic 
than his neighbour. Monstrous flags on 
40-metre poles float over cut-rate pet- 
rol stations; beflagged bumper stickers 
exhort the public to commit acts from 
religious to homicidal. Giant hoard- 
ings feature a huge flag over some 
small-minded exhortation. The flag's 
the prime object of religious venera- 
tion in America, a sacred relic. Desec- 
ration of the flag is a major federal of- 
fence, like desecration of an image of 
Christ in l4th-century Spain. The 
whole thing seems insane; but given 
the situation, it's predictable that Oz 
would begin to adopt the style, if not 
(God help us) the substance of Ameri- 
can Jingoism. 
Sacramento 


TERRY T. MARST 


Volunteers to violence 


As a Sinhalese who has been living in 
the north of Sri Lanka until recently, 
and having witnessed the gruesome at- 
rocities committed on innocent civi- 
lian population by the armed forces, I 
am surprised to read the letter of an 
unnamed Tamil from Belgium [20 
June]. It is far from the truth to say that 
youth are recruited into the separatist 
groups by force: in the prevalent situa- 
lion it appears difficult for the 
separatist groups to accommodate all 
the volunteers. Furthermore, it is un- 
true to say that nothing has taken 
place in the south of the island. The 
numerous brutalities have been well 
documented by the international 
media as well as by human-rights or- 
ganisations such as the Amnesty Inter- 
national. 

The events in France in the wake of 
the violence in Sri Lanka in July 1983 
had nothing to do with the view of the 
separatists. It is a shame that violence 
was even carried beyond the shores of 
Sri Lanka by interested parties. I re- 
gret that because of Tamils and 
Sinhalese such as these who are bent on 
distortion of facts, a solution to Sri 
Lanka’s ethnic problem is beyond our 
grasp. 


London 


SUNIL RANAWEERA 
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Westin Hotels proudly 
returns to Singapore — 
with the new Westin 


Plaza in Raffles City. 


Moddciam rooms and 
suites, The finest 
international cuisines. 
Plus all the amenities 
one expects from a 


Westin Hotel. 


The Westin Plaza — the 
Spirit of Singapore. 
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WESTIN HOTELS ASIA 
PHILIPPINE PLAZA 


The Philippine Plaza. On 
historic Manila Bay right 
in the heart of the city. 
Sprawling acres of 
tropical parkland. 700 
world «lass guestrooms 
offering breathtaking 
views of one of the 
world's greatest sunsets, 9 
dining and entertainment 
outlets. Extensive 
recreational facilities 
including Asia s most 
spectacular pool. 
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EUROPEAN CHEMICAL INDUSTRY 


ATOCHEM: THE 
WAY FORWARD 














ATOCHEM is the new force 
in the European chemical 
industry. 

Resulting from the 
merger of three major world 
specialists in chemicals under 

| the aegis of the Elf Aquitaine 
Group, ATOCHEM is a company of the future. 

To achieve its objectives, ATOCHEM will concentrate 
significant financial and technical resources to create a 
compact and competent organisation. Three major industrial 
sectors will benefit from the regrouping of ATOCHEM: basic 
chemicals, fine and speciality chemicals, plastics materials and 
their conversion. 





Precise in objective, strong in action and dedicated to 
performance, ATOCHEM provides its customers with an ideal 
combination of innovation, dynamism and commercial realism. 

To meet the demands of a constantly changing world, 
ATOCHEM markets a widely diversified range of products 
opening up new perspectives for the international chemical 


industry. 
Sex — ATOCHEM 
groupe elf aquitaine 
/AN S) 


the way forward. 
La Défense 5 - Cedex 24 
92091 Paris La Défense (France) 
Tél. (1) 334 70 OO - Télex: ATO 620953 F 











When Mrs Indira Gandhi was assassinated last 
October and her son took over as prime minister, 
many sectors of the indian community looked to 
the start of anew and hopeful era. None was less 
optimistic than the Indian media, which, espe- 
cially since the two-year Emergency, had not had 
the best of relationships with the late prime minis- 
ter. Now, after nearly nine months, the hopes of a 
very much improved relationship are shaded by 
talk of a new communications policy which some 
fear may be restrictive. New Delhi bureau chief 
Salamat Ali takes a look at India's massive press 
— one of the biggest and oldest in the world. Correspondent Mohan 
Ram looks at the state-controlled radio and TV sector as well'as the di- 
verse media technology ranging from handwriting to satellite. 

Pages 36-42. 





Cover designed by Morgan Chua. 
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President Ronald Reagan telis In- 
dian Prime Minister Rajiv Gandhi 
that the US does not want to bleed 
the Soviets in Afghanistan. 
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A report published recently at- 
tempts to chart South Korea's 
economic future to the year 2000. 
FOCUS on South Korea '85 
examines a fast-changing nation. 
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REGIONAL 


— — 
n Taiwan 
Three opposition activists and 
a government information of- 
ficial were separately arrested 
in Taipei for "revealing mili- 
tary secrets" via the unau- 
thorised release in late 1984 of 
the minutes of a 17 October 
meeting of top government 
and security officials to dis- 
cuss a crackdown on the oppo- 
sition press 

A sharp reaction by both op- 
position groups and some in- 
fluential ruling Kuomintang 
members to the arrests, the 
first significant politically 
motivated ones since 1980, ap- 
pears to have been instrumen- 
tal in the subsequent decision 
by the Taiwan Garrison Com- 
mand, the chief martial-law 
agency, to turn the cases over 
to a civilian court for prosecu- 
tion. 





The three oppositionists, 
who include Chiu Yi-jen, 
former president of the 


Tangwai (opposition) Writers 
and Editors Association, a 
grouping of younger activ- 
ists, and Huang Tien-fu, a 
magazine publisher and for- 
mer legislator, were releas- 
ed on bail on 4 July. Chen 
Pai-ling, a low-level Govern- 
ment Information Office em- 
ployee, remains in custody. 

— CARL GOLDSTEIN 


n military plans 
ical training 
Malaysia plans to step up its 
defence capabilities in ac- 
cordance with two separate 
Defence Ministry proposals 
made recently. For the first 
time, the Army Engineering 
School will introduce bio- 
chemical defence studies in 
early 1986 so that Malaysia 
will be better prepared to 
counter chemical warfare in 
the event of war. Three offic- 
ers have been sent abroad for a 
two-week crash course in bio- 
chemical defence and, in time, 
more will be sent to the US, 
Britain and Australia for train- 
ing as instructors. 

— SUHAINI AZNAM 


Tokyo elections reflect 

support for Nakasone 

The ruling Liberal Democra- 
tic Party (LDP) won 57 seats in 
Tokyo's recent municipal! 
' elections in what analysts de- 
scribe as a vote of confidence 
for the government of Prime 
Minister Yasuhiro Nakasone. 
In the previous elections, held 


10 


Ma 





52 seats. 

One of the LDP's four coali- 
tion partners in the Tokyo 
government, the Komeito, also 
did well, increasing its 


strength from 27 seats to 29. 
both the Democra- . 


However, 
tic Socialists and the New 
Liberal Club lost ground. The 
four parties supporting met- 
ropolitan Governor Shunichi 
Suzuki won a total of 94 seats 
in the 127-seat assembly. 

The Tokyo election result 
was a bitter disappointment 
for the Japan Socialist Party 
(JSP) The JSP won only 11 
seats, less than the mini- 
mum needed to propose legis- 
lation in the assembly. 

— CHARLES SMITH 


arrak iral t arek support 


ine ive e after bomb ex- 
plosions in Nepal killed at least 
eight people, Indian Prime 
Minister Rajiv Gandhi sent a 
special emis- 
sary, P. Shiva 
Shankar, an MP 
and former de- 
fence minister, 
to Nepal with a 
personal letter 
to King Biren- 
dra, apparently 
assuring the 
king that New Delhi would 
cooperate with Nepal to fight 
against anti-monarchist ter- 
rorists. Moscow-trained en- 
gineers and some Indian na- 
tionals are said to be among 
the 230-odd men being de- 
tained in connection with the 
bomb incidents. 

— KEDAR MAN SINGH 


lrian Jaya five seek 
Australian refuge 


Five young men from In- 
donesia's Irian Jaya province 
may request asylum in Aus- 
tralia after reaching the small 
Australian island of Boigu in 
Torres Strait by motorised 
canoe after an eight-month 
trek from Merauke through 
swamp and jungle to the 
nearby Papua New Guinea 
shore. 

The five, now being held on 
Thursday Island, have been 
interviewed by Australian im- 
migration officials and a Unit- 
ed Nations High. Commis- 
sioner for Refugees represen- 
tative. They have claimed lo- 
cal people in Merauke are 
treated brutally by Indone- 
sian soldiers and displaced 
from their land by Javanese 
transmigrants. 

— HAMISH McDONALD 
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Japan plans 
import-data 





‘Japan has outlined plans to 


simplify. standards, certifica- 
tion and other import proce- 
dures às part of its continuing 
market-opening programme. 
Officials are examining 19 
laws for possible revisions, 
and hope the changes already 
being drafted will halve the 
48,000-odd foreign applica- 
tions for product certification 
made last year. Specifically, 
the Japan Industrial Stand- 
ards system would be revised 
to allow overseas manufactur- 
ers to submit product test data 
obtained by Japanese Govern- 
ment-designated foreign test- 
ing institutions. Under a revi- 
sion to the Electrical Ap- 
pliance and Material Con- 
trol Law, the government will 
give the task of certification to 
foreign makers. Foreign car 
inspection would take about 
10 weeks, instead of six to nine 
months. The changes are ex- 
pected to be finalised by Oc- 
tober. — BRUCE ROSCOE 


Australian retail giants 
in takeover battle 


Australia’s biggest retail 
group, G. J. Coles and Co., has 
made an  A$970 million 
(US$656.6 million) takeover 
bid for Myer Emporium. Coles 
already accounts for 12.7% of 
Australian retail sales with a 
A$6 billion annual turnover, 
while Myers has a market 
share of 7% with sales of 
A$2.9 billion. As the two 
groups do not greatly overlap 
in their operations, the re- 
sulting giant would have a 
market share of about 20*5, 
with additional muscle com- 
ing from Coles' partnership 
with BankAmerica in a new 
domestic bank. 

The Coles offer of A$3 a 
share came after vigorous 
buying of Myers shares by sev- 
eral companies. The Myer 
board is opposing the bid. 

— HAMISH McDONALD 


HK Govemment 'not 

liable’ in company failure 
A Hongkong high court judge 
dismissed on 9 July a lawsuit 
brought against the govern- 
ment by four depositors seek- 
ing compensation for the fail- 
ure of local finance company, 
American and Panama Fi- 
nance. The court said the com- 
pany's collapse did not consti- 
tute a breach of statutory 
duties on the part of the gov- 








ernment's commissioner for 
deposit-taking companies. 
Justice Brian Jones said the 
commissioner was limited in 
his resources; that depositors 
should exercise "prudence" in 
their business affairs; and that 
admitting the plaintiffs’, 
claims could expose the 
commissioner to "unlimited 
claims from an unascertain- 
able past." The depositors had 
claimed damages and rê- 
payment of HK$400,000 
(US$51,282) of deposits, 
charging negligence and/or a 
breach of duty by the commis- 
sioner. — ROBERT COTTRELL 


Mining firm officials 
indicted in Taiwan 


A Taipei coal-mine owner and 
three other company officers 
were indicted on 6 July for il- 
legal mining and criminal 
negligence in connection with 
a disaster at the Haishan mine 
on 19 June that took seven 
lives. The mine had been shut 


* "T 4 
The 1984 disaster: closure order. ^" 


by government order after an 





earlier accident on 5 De- 
cember 1984, which killed 93. 
Disasters in Taiwan's coal 
mines have caused 277 deaths 
since June 1984, forcing the 
government to change its em- 
phasis from production and 
jobs to mine safety, increased 
imports, and assistance to 
miners seeking other work 
(Review, 13 Sept. '84). The 
Haishan mine was one of 26 

closed after safety reviews. 
— CARL GOLDSTEIN 


AT&T announces new 
Singapore investment 
American Telephone & Tele- 
graph (AT&T) announced its 
second  multi-million-dollar 
investment in Singapore 
within three months on July. 
AT&T Consumer Products is 
to be set up with a seven- 
storey factory leased from the 
Jurong Town Corp. to produce 
telephone sets for the US mar- 
ket. The new production line 
will entail an investment of 
S$70 million (US$31.5 mil- 
lion) spread over five years, 
and will ereate 1,000 jobs. 

— V. G. KULKARNI 
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= Lockheed- Georgia 


siving shape to imagination. 


The Lockheed 
Hercules is both a cargo 
plane and a tanker for 
in-flight refueling. 

Its cargo-carrying 
exploits are well known. Its 


43,000 Ibs. o 
5,000 Ibs. 


el. 





convertibility to the tanker 
role is a more recent 
innovation. 

Depending on mission 
requirements, Hercules has 
a fuel giveaway capability 
of up to 65,000 Ibs. 
Furthermore, it has the 
unique ability to fly fast 
enough to refuel jet fighters 
and slow enough to refuel 
helicopters. 






In either case, wing- 
mounted drogues let 
Hercules handle two 
aircraft simultaneously, 
refueling each at a rate of 
300 eallons per minute. 

With versatility like 
this, Hercules C-130 series 
aircraft are fulfilling a 
variety of airlifting needs 
for more than 55 nations 
worldwide. 
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That's on the spot access to over 1,660 
offices in 45 countries around the world, 

When the Australia and New Zealand 
Banking Group acquired the UK based 
Grindlays Bank, it established a formidable 
presence on the international banking scene. 

Our combined Group assets now 
exceed USD30 billion. Both banks have over 
150 years experience in international finance 
and related services, 






The new ANZ and Grindlays Joint 
. Representative office in Jakarta offers you 
more than just specialist advice on inter- 

- national banking services. 

y It gives you access to the rest of the 
Groups worldwide network. 







rton Todd, Joint — e— Indonesia. 12A, Floor Wisma 
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Now Grindlays strong Asian and 
European network has been combined with 
ANZ'S particular strengths in the Austral- 
asian region. 

So if you're looking for a global banking 
group which is highly respected in inter- 
national bankingcirclesand hasthestrength, 
flexibility and professionalism to handle 

your banking needs, you can't go past ANZ 
and Grindlays. 


AN 25 Banking Group The new force in International Banking, 


POWER STRUGGLE 


A political battle appears to be 
developing over the control of the 
Philippines' police force, called 
the Integrated National Police 
(INP). A presidential order 
recently took responsibility for 
the INP away from the Defence 
Ministry and placed it under 
President Ferdinand Marcos "or 
his representative." The move 
was officially described as 
placing control of the police in 
the hands of local mayors and 
governors, with Marcos as the 
ultimate authority. But 
politically, it represents a 
reduction of reponsibility for 
Defence Minister Juan Ponce 
Enrile — and also blurs the 
position of armed forces acting 
chief of staff Lieut-Gen. Fidel 
Ramos, who is also concurrently 
commander of the Philippine 
Constabulary and director- 
general of the INP. Now, Deputy 
Prime Minister Jose Rono, one of 
Marcos’ chief political advisers, 
is reported by authoritative 
sources in Manila to want the 
position of Marcos' representative 
controlling the police. 


EN THE WEEK 


A 


BANGLADESH 

President H. M. Ershad said he would 
lift martial law after a parliament is 
elected (4 July). The opposition Bangla- 
desh Nationalist Party expelled four 
prominent leaders for “anti-party ac- 
tivities" (5 July). 


CHINA 

The first full session of the Hongkong 
basic-law drafting committee ended in 
Peking with Chinese leaders declaring it a 
successful first step in drafting the terri- 
tory's future constitution (5 July). Vice- 
Premier Yao Yilin flew to Moscow to sign 
a five-year trade pact with the Soviet 
Union (9 July). 


INDIA 

India and Pakistan failed to agree to ex- 
pand trade during three days of talks 
aimed at reducing tensions between them, 
a spokesman said. Two explosions in the 
cargo area below the first-class section 
caused the crash of an Air-India jumbo 
last month, investigators said (4 July). 
Prime Minister Rajiv Gandhi dismissed 
the chief minister of Gujarat state, where 
more than 200 people have died in stu- 
dent-led protests and sectarian violence (6 
July). 


INDONESIA 
A rogue elephant known as "Broken 


Tusk" has reappeared in West Sumatra, 


m. 
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GM FEAR 

The US Government is concerned 
by a General Motors (GM) 

move to pull out its operations 
from the Philippines. The 
administration has been trying to 
dissuade GM from withdrawing 
its investment in its car assembly 
plant in the Philippines for fear 
that this would further worsen 
the serious unemployment 
situation there. 


CHUN'S EURO MISSION 


South Korean 
diplomats are 
quietly 
sounding out 
the relevant 
embassies in 
Seoul about the 
possibility of 
state visits by 
President Chun 
Doo Hwan next 
May to France, 
West Germany 
and Britain. If the trips 
materialise, it will be the first 
time a South Korean president 
has visited several European 
capitals consecutively, and 


four years after it killed à woman and 
rampaged through 74 houses, it was re- 
ported (4 July). 


JAPAN 

A Japanese seaman is missing after a 
690-tonne freighter sank in a collision 
with a US container ship in fog at sea, 
maritime officials said (5 July). 


MALAYSIA 

Senior Asean officials are discussing à 
modified plan for indirect talks for all 
parties in the Cambodian conflict, includ- 
ing Vietnam, diplomats said (5 July). 
Asean sent a formal invitation to Hanoi to 
take part in "proximity talks," Asean offi- 
cials said (8 July). 


NEW ZEALAND 

Anti-nuclear campaigners said they 
plan to sail two ships to the French nu- 
clear-test site in the South Pacific in an 
attempt to disrupt operations (6 July). 


PAPUA NEW GUINEA 

An American mission worker died after 
being shot by a gang of youths who am- 
bushed his family’s van near the east coast 
town of Lae, a mission spokesman said (8 
July). 


PHILIPPINES 
A doctor challenged evidence by pro- 
secution witnesses that Benigno Aquino 


date. 





Chun'sdesireto do so signifies — | 
Seoul's hope for closer | 
economic and diplomatic E 
relations with the nations 
concerned. Apart from wider | 
cultural and trade relations, A 
sources here say Chun is 3l 
expected to seek technology | 
transfers involving a host of 4 
industrial projects in energy, | 
telecommunications and 
perhaps even aircraft 
production. 


HUSTING HUSTLE | 
Despite the setbacksin the Sabah ` 
polls in April and the continuing | 
power struggle in the National — 
Front government's second-most 
senior partner, the Malaysian | 
Chinese Association, an early 4 
eneral election is on the cards in | 
alaysia. The government 43 


initially planned to conduct a 


secret opinion poll to determine © 
voter trends but dropped the idea. 
as unrealistic. The five-yearly 


‘elections need not be held until 


April 1987. Thesluggish economy 
and forecasts of worse to come are 
reasons for favouring an earlier — 


















was shot by a soldier on an aircraft stair- 
way (5 July). An American alleged to be- 
long to a Soviet spy ring has been arrest- —— 
ed by intelligence agents at the US Subic 
Bay base near Manila, it was reported — 
(7 July) A nightclub hostess told a- 
court she saw accused assassin Rolando 
Galman shoot Aquino in the head (8 
July). » 


9— 

SOUTH KOREA 
Landslides and floods caused by torren- 
tial rain have killed at least 31 people and 
made more than 1,200 homeless, police 
said (6 July). yy 


SRI LANKA 73 

Secret talks aimed at ending Sri 
Lanka's communal violence started in 
Bhutan, Indian officials said (8 July). 3 


TAIWAN 2 
Four men have been indicted on charges. 
linked to the coal-mine disaster that kill- — 
ed seven people last month in a mine . 
which the government had ordered closed. q 
after an earlier explosion killed 93 miners, | 
court officials said (7 July). "J 


Hanoi said it would pull out its troops 
from Cambodia if Khmer Rouge leader | 
Pol Pot was exiled and China and Thai- — 
land stopped helping anti-government . 
guerillas (8 July). 
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Asean partners Indonesia and Malaysia both make moves on Cambodia 








T diplomatic initiatives with 
the same end — persuading Viet- 
nam to withdraw from Cambodia 
— highlighted Asean's differing na- 
tional perspectives at the association's 
annual ministerial meeting here. 

Malaysian Foreign Minister Tunku 
Ahmad Rithauddeen displayed obvi- 
ous pride in his “proximity talks" pro- 
posal and in the same Indochina con- 
text, his Indonesian counterpart 
Mochtar — Kusumaatmadja talked 
about little else but his venture to set 
Vietnam and the US on the road to nor- 
malising relations. The other four 
Asean partners diplomatically wished 
both well, despite private misgivings 
about the success of either, and plug- 
ged their own individual stances. 

In a way, the two initiatives vied 
with each other for attention at the 
two-day meeting, but both risk ulti- 
mate failure because of one immovable 
object: Vietnam and what cynics be- 
lieve to be its resolve to continue and 
consolidate its six-year occupation of 
Cambodia. The proximity talks propo- 
sal, inviting Vietnam to negotiate with 
the United Nations-recognised Cam- 
bodian resistance coalition through an 
intermediary, particularly seemed de- 
stined for the diplomatic scrap heap. 

When Rithauddeen first mooted the 
idea of such talks earlier this year, he 
envisaged the three coalition factions 
talking to their countrymen of the 
Vietnam-sponsored Heng Samrin re- 
gime in Phnom Penh. Diplomatic 
sources say it was Rithauddeen's own 
personal concept with an eye on the fact 
that he was expected to show some- 
thing for his one year as rotating chair- 
man of the Asean standing committee. 

But the strongest military faction in 
the coalition, the Khmer Rouge, 
quickly reacted negatively while the 
two non-communist factions led by 
coalition President Prince Norodom 
Sihanouk and Son Sann private- 
ly complained that the proposal ignor- 
ed the fact that Vietnam still had 
more than 160,000 troops in their 
country. 

Thailand took an initiative of its own 
when Thai Foreign Minister Siddhi 
Savetsila on 3 July said the coalition 
would support a modified version of 
the proximity talks concept, with the 
three resistance factions talking 
through a mediator to Vietnam. Now 
Hanoi, which had remained quiet until 
then, had something to get its teeth 
into, because Siddhi had just returned 
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Mochtar and Rithauddeen: different views. 


from a trip to Peking, and the Vietnam- 
ese like to characterise Chinese and 
Thai support for the Khmer resistance 
— particularly the Khmer Rouge — as 
one of the main reasons why they can- 
not withdraw their troops. According 
to Hanoi Radio, Vietnam rejected the 
proposal on 6 July as a "trick," citing 
Sino-Thai collusion. 

Yet the Six pressed on with the mod- 
ified proposal at its annual meeting, 
saving that Hanoi was rejecting some- 
thing that had not been finally formu- 
lated, and that in any case there had 
been no official word to Asean of this 
rejection. Halfway through the first 
day of the meeting, Asean issued a joint 
statement formalising the proposal for 
talks between the coalition and Viet- 
nam “which could also be attended by 
representatives of Heng Samrin as part 
of the Vietnamese delegation." 

The proposal was immediately de- 
livered to the Vietnamese Government 
via the Malaysian embassy in Hanoi. 
But by the end of the meeting, Hanoi 
had not replied. Few diplomatic obser- 
vers expected a positive response any- 
way, given Hanoi's consistent line that 
the Khmer Rouge's "Pol Pot clique" 
should be eliminated before there 
could be any move towards a political 
solution in Cambodia. 

Even among some Asean delegates, 
apart from the Malaysians, there was 
an air of pessimism despite the brave 
public face. Even if the Vietnamese do 
react positively, the current indirect 
talks between Afghanistan and Pakis- 
tan in Geneva with a UN special envoy 
as mediator, which have dragged on 
for three years, do not offer a hearten- 
ing precedent. But, as one Asean offi- 


Stealing the thunder 


By Rodney Tasker in Kuala Lumpur 
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cial pointed out, one object of the exer- 
cise was to put the diplomatic ball 
back into Vietnam's court. Both sides 
had been "playing to the international 
gallery," the official said, with the 
UN's continued recognition of the 
coalition — and non-recognition of 
Heng Samrin — at centre stage. 

Public comments on the proposal by 
Rithauddeen's Asean colleagues re- 
flected varying degrees of enthusiasm 
for the initiative, while at the same 
time the ministers took the opportu- 
nity to talk along more familiar lines 
reflecting their own country's indi- 
vidual priorities. Apart from Philip- 
pine Acting Foreign Minister Pacifico 
Castro, whose country is too consumed 
with internal crises to differ from any 
given Asean line, and Brunei's Prince 
Mohamed Bolkiah, Asean's new boy 
whose tiny state is still cutting its dip- 
lomatic teeth, Thai Foreign Minister 
Siddhi largely confined himself to 
waving a diplomatic stick at Vietnam 
for landing his country with more than 
200,000 Cambodian refugees. 


T he recent Vietnamese dry season 
offensive in which all the Khmer 
resistance’s main border bases 
were knocked out and Vietnamese 
troops constantly intruded into Thai 
territory, was described by Siddhi as 
"the most brutal and ruthless ever.” 
Siddhi, reflecting Thailand's tradi- 
tional distrust of the Vietnamese, 
has rarely taken a sanguine view of 
any so-called initiatives bouncing 
between Asean and Hanoi, and Thai 
delegates at the meeting were private- 
ly far from optimistic about the fate 
of Malaysia's latest proposal, even 
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though Bangkok was instrumental in 
modifying it to a more acceptable 
form. 

Singapore's Foreign Minister 5S. 
Dhanabalan, moderately less sceptical 
about Vietnamese designs than Siddhi, 
had little to sav about proximity talks 
but devoted the major part of his open- 
ing speech at the meeting to a tirade 
against Vietnam as a militaristic, dip- 
lomatically-intransigent and econo- 
mically devastated country. 

Mochtar seemed preoccupied with 
his bid to get the US and Vietnam talk- 
ing to each other — Asean's other cur- 
rent initiative — with a view to giving 
the Cambodia problem a broader stra- 
tegic dimension. As Asean's official in- 
terlocutor with Vietnam, Mochtar has 
taken his role so seriously that some 
Asean officials are concerned that his 
activities might reflect more a desire to 
project Indonesia as the Six's largest 
power than humble Asean servant toil- 
ing to implement a joint policy. And of 
the six ministers at the meeting, he was 
by far the most positive in his assess- 
ment of Hanoi's current stance. 

"There is movement," Mochtar told 
a small group of correspondents ques- 
tioning him about Vietnam's willing- 
ness to talk about a Cambodia solu- 
tion. Did the Vietnamese want a way 
out of the current stalemate? “Gener- 
ally, yes. That's my impression,” he 
said, adding that some in Asean were 
“far more sceptical.” He projected his 
optimism further by saying that he 
hoped this current perceived change in 
attitude in Hanoi, which he had 
gathered through his contacts with 
Foreign Minister Nguyen Co Thach, 
would persist through to the next Viet- 
namese party congress, expected to 
take place next year. 

Observers noted that Mochtar was 
speaking to the group of newsmen 
while Rithauddeen was conducting the 
meeting's official wind-up press con- 
ference nearby — having already noted 
certain strains in relations between the 
two ministers, normally among the 
closest in Asean, perhaps reflecting a 
mutual concern that one was trying to 
steal the other's thunder. 

Mochtar was evidently pleased with 
his mediation role so far between a 
Hanoi which has made it clear it wants 
tonormalise relations with the US, and 
a Washington which seems in no hurry. 
One of Washington's main conditions 
for ‘any move towards renewing dip- 
lomatic relations is a settlement of the 
American missing-in-action issue, on 
which Mochtar has been instrumental 
in achieving substantial movement. 
But, as other Asean ministers were 
quick to point out, the other main US 
condition is a withdrawal of Vietnam- 
ese troops and a settlement to the Cam- 
bodia problem — a far more hazardous 
issue. Oo 
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Thach; Shultz; Abe: diplomacy of tragedy. 


Hanoi's MIAs card 


As an inducement to Washington to start a political 
dialogue, the Vietnamese offer a valuable gesture 


By Richard Nations 


n a bid to upstage the Asean foreign 

ministers meeting in Kuala Lumpur 
by promising to remove one of the 
major obstacles to normalising US- 
Vietnamese relations, Hanoi has pledg- 
ed to provide a full accounting of Ame- 
ricans missing since the end of the Viet- 
nam war 10 years ago. 

The Vietnamese demarche directly 
addresses the one Indochina issue in 
which US President Ronald Reagan 
has a personal political stake; and offi- 
cials travelling with Secretary of State 
George Shultz to meet the Asean 
partners in Kuala Lumpur 11-12 July 
say he has decided on a "positive re- 
ponse," though in deference to Asean 
no formal reply will be given until after 
the meeting. Shultz does not wish to 
miss the opportunity to gain Hanoi's 
cooperation in helping Reagan redeem 
his often repeated pledge on the highly 
emotional issue to secure "the fullest 
possible accounting" of the 2,464 Ame- 
rican servicemen still officially “miss- 
ing in action” (MIAs). 

The Vietnamese pledge was con- 
tained in a letter written by Foreign 
Minister Nguyen Co Thach to his 
Indonesian counterpart Mochtar 
Kusumaadmad;ja in which he appealed 
for a “high-level meeting” with US of- 
ficials on MIAs. To underline its good 
intentions, Hanoi informed visiting US 
officials on 6 July that they would re- 
lease the remains of 26 Americans in 
the coming weeks, the largest single 
handover in 10 years of contacts, so far 
yielding a total of only 99 remains. The 
Vietnamese also said that US officials 
could survey a B52 crash site near 
Haiphong, a move which Assistant US 
Defence Secretary Richard Armitage 
told a Washington press briefing 


was "possibly even more positive." 

The sheer technical difficulties of 
examining several hundred crash sites 
scattered throughout remote areas of 
Vietnam make US officials accom- 
panying Shultz sceptical that Hanoi 
can clear up the issue in two years. But 
they said that Hanoi might now have 
the incentive to give it a serious try. 
Thach's initiative came on the eve of 
Chinese Vice-Premier Yao Yilin's 9 July 
arrival in Moscow — the most senior 
Chinese leader to visit the Soviet 
Union in 16 years — amid signs that 
the new Soviet leadership of Mikail 
Gorbachov has given high priority to 
improving relations with China. 

The sources sense a new urgency in 
Hanoi's determination to gain recogni- 
tion for Cambodia's Heng Samrin re- 
gime and believe the Vietnamese "now 
desperately want a spell of intense dip- 
lomatic activity with [Washington] 
both to remind Moscow that it has an 
American option" as well as to under- 
mine Thai morale. Hanoi no doubt 
hopes, the sources say, that the 
momentum of MIA talks will aggra- 
vate divisions in Asean to accommo- 
date Hanoi in Cambodia. 

US officials say they are aware of the 
pitfalls of handing Hanoi an easy dip- 
lomatic success, but express confi- 
dence that they can negotiate on the 
MIA issue without giving political 
ground on Cambodia. “If Hanoi thinks 
that having. a handful of [American] 
lieutenant-colonels running around 
Vietnamese jungles is going to break it 
out of its diplomatic isolation," a source 
said, "I'm afraid they will be very dis- 
appointed." Washington has long been 
convinced that the Vietnamese have 
been withholding the remains of some 
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mericans in a Hanoi wareh 
maximum diplomatic advan 

Before departing for the n 
meeting, Assistant Secretary of State 
Paul Wolfowitz signalled a shift in 
Washington's Cambodia policy bring- 
ing it into line with Mochtar's peace in- 
itiative to link the MIA question with 
Cambodia. In the past Washington has 
made no promises on normalisating re- 
lations with Hanoi, but the US has in- 
sisted that both a Vietnamese with- 
drawal from Cambodia and resolution 


= of the MIA issue were necessary pre- 


conditions before normalisation talks 
would even be considered. 

But in an interview on 2 July over a 
televised satellite link with Asean cap- 
itals, Wolfowitz said resolving the 
"humanitarian issue" of the MIAs 
would "improve the atmosphere" 
making it "a lot easier for the US to 
play a role" in a Cambodia settlement. 
And in a statement no doubt to encour- 
age Mochtar's go-between role, Wol- 
fowitz said that Washington was pre- 
pared to promote a "political solution 
to Cambodia; one in which the United 
States, as part of it, would normalise 
relations with Vietnam. " 


o compensate for his responsiveness 

to Hanoi's overtures, Shultz iden- 
tified himself all the more closely with 
Thailand's predicament as a frontline 
state during his largely symbolic two- 
day visit to Bangkok prior to departing 
for Malaysia. Shultz reassured Thai 
Prime Minister Prem Tinsulanond that 
MIA talks were a purely “humanita- 
rian issue" which would not weaken 
the US demand for a political solution 


to Cambodia. Shultz also visited a 


Khmer Peoples National Liberation 
Front refugee camp on the Thai-Cam- 
bodian border and announced a US$3 
million increase in aid for Thai villa- 
gers displaced during the latest Viet- 
namse dry season offensive. 

Moreover, Shultz poured cold water 


- on the proximity talks proposal by Ma- 


laysia and Indonesia which US offi- 
cials believe was a reluctant conces- 
sion by the Thais to mollify their Asean 


partners' criticism of Bangkok's hard- 


- line Cambodian policy. 


Finally, Shultz reassured Prem that 
Washington would sustain pressure on 
its allies to maintain the economic em- 
bargo against Vietnam. US officials 
are particuarly concerned over the 
talks between Thach and Toshio Goto 
on 5 July during which the director 
general of the Japanese Foreign Minis- 
try's Asian Affairs Bureau is thought 
to have discussed restoration of Japan- 
ese aid. State department officials say 
Shultz will explain to Japanese 
Foreign Minister Shintaro Abe that 
any moves by Japan to relax sanctions 
against Hanoi now will only make it 
that much more difficult for Washing- 
ton to prevent MIA talks from trigger- 
ing a general slide towards accomodat- 
ing the Vietnamese in Cambodia. D 
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A US newspaper 
causes a storm, 


By Jose Galang in Manila 


he Philippine Government faces a 
new political storm spawned by re- 
ports of big property holdings and in- 
vestments overseas by prominent gov- 
ernment and business personalities, 
including some people close to Presi- 
dent Ferdinand Marcos. 
So far, Marcos has been able to avert 
a major setback by persuading one 
minister to take back his offered resig- 
nation that was prompted by the con- 
troversy. But adverse reaction, par- 
ticularly from members of the political 
opposition, continues to build up, with 





calls for the impeachment or resigna- 
tion of Marcos. 

The turmoil was sparked by a 
lengthy report in a California news- 
paper about alleged “millions of dol- 
lars” poured by certain prominent 
Filipinos into property and business in 
the US over the past 10 years. Those 
named in the San Jose Mercury-News 
report included members of the 
cabinet and businessmen with known 
ties to Marcos. 

The report drew wide attention in 
Manila when local newspapers started 
quoting extensively from it. One vocal 
opposition-oriented daily, Malaya, re- 
printed the three-part series, carrying 
it as its lead story for three days. 

The general public reaction was crit- 
ical, especially in view of the fact that 
the country’s economy was going 
through various difficulties and the 
government was securing foreign cred- 
its in increasing amounts — some of 
which was used to bail out corpora- 
tions run by so-called cronies of the 
president — during the period these al- 
leged investments were supposedly 
made. 


Proper! ty and propriety 





Epor alleging major investments abroad 
with one minister offering to resign 


The government has chosen to re- 
main silent about the report, almost ig- 
noring itentirely, but there was no hid- 
ing the fact that Energy Minister 
Geronimo Velasco offered to resign. 
Although describing the report as "a 
rehash of old gossip designed for obvi- 
ous political ends," Velasco nonethe- 
less felt that "my usefulness to your 
[Marcos'] government and to our peo- 
ple has been adversely eroded, the 


truth and clear conscience not- 
withstanding.” 
After “several” meetings with Mar- 


cos, Velasco on 5 July agreed to abide 
by the president's decision not to ac- 
cept the resignation. With that out of 
the way, the administration proceeded 
to seek various ways to stop the rot. 
Sources said lawyers’ opinions are 
being sought by most of those named in 
the reports. At least one libel action 
has been filed against Malaya and 
others against that and other publica- 
tions may follow. 


pposition groups are expected to 

table a resolution calling for the 
impeachment of Marcos and a vote of 
no-confidence in Prime Minister Cesar 
Virata when the National —— 
opens a new regular session on 22 July. 

Given the two-thirds majority of 
Marcos' ruling Kilusang Bagong Lipu- 
nan party, however, both moves have 
virtually no chance of success. 

Another opposition move is à cam- 
paign for the collection of *a million 
signatures" for a petition asking Mar- 
cos to resign. 

The US report is not the only thing 
worrying the government, however, 
with a potentially damaging situation 
on another front in the form of the un- 
related resignation on 6 July of Labour 
Minister Blas Ople from the newly or- 
ganised Presidential Council for Na- 
tional Economic Recovery. 

The council, composed of seven 
cabinet ministers headed by Virata, 
was formed to devise measures to meet 
export targets without disruptions 
caused by labour strikes. In the first 
three months of 1985, there were a 
total of 130 strikes that involved 
23,270 workers and resulted in the loss 
of 626,900 man-days. 

But Ople disagreed with the coun- 
cil's preoccupation with industrial un- 
rest as the key obstacle to recovery. 
The economic managers, he said, 
should turn their attention to boosting 
confidence and lowering interest rates 
“that would release new economic 
dynamism." oO 
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A lot of our newest ideas are about data communication. 

Because at our Advanced Technology Center in Connecticut, we re 
constantly improving the ITT System 12™ telephone exchanges for both 
voice and data. 

So computers can talk to 
each other as easily as people 
can. 

It was at the ATC and other 
labs around the world where 
ITT engineers undertook an 
$875 million research and 
development project to make 
System 12 the only telephone 
switching system with fully 
distributed control. 

Control is soread through- 
out a system. Not locked up In 
a central computer. 

So a problem in one area 
doesn't become a problem 
avencing technology in integrated circus, "Thank io its 
oor r hanks to its fully digital 

programming and artificial Intelligence. integrated circuits and 


modular architecture, System 12 can handle new features and added 
traffic, including data, easily and economically. 

Many of the integrated circuits System 12 uses were designed at the ATC 

But that was only the beginning. 

Scientists are finding ways to pack more tiny circuits on microchips. 

So more software can be programmed into less hardware. 

Engineers are using computers to build new types of computers. 
Which will speed up the process for designing the microchips that operate 
oystem 12. 

And computer scientists are advancing software technology and 
artificial intelligence to make System 12 "smarter" to be more adaptable 
in the future. 

Now there are 21 countries that have ordered System 12. And with 
these new ideas, System 12 will be able to serve them and other countries 
well into the future. 

Because every new idea helps the future get here a little sooner. 

That's something to talk about. 








] ITT 


Wen you know the 
fd fale from atr- 


— lo town centre in 






When a dual time zone watch 
IS a necessity not a novelty. 


Mo the writing on your 
tube of toot. isa 


ereieh E 


— — traveller; —— 


Ore. The Boulevard Hotel Singapore — to the needs 
E of the frequent traveller. If work brings you to Singapore, 


consider our Business Class. Rooms with king-size beds, 
office-size desks and breakfast on the house. A lounge with 
complimentary drinks at cocktail time and private phone 
booths for your confidential calls. There's a girl- Friday to 
handle secretarial essentials. Word processors for perfect 
typing. We can even give you a complete private office. 





If it’s pure pleasure, we are right by Orchard Road, yet 
you can look on to the lush green slopes across Orchard 
Boulevard. Everything about our hotel has a brisk young 
air, from the stunning modern art of our atrium to the crisp 
styling of our rooms. Friendliness and efficiency denote our 
service. After all, a frequent traveller demands no less. 


BOULEVARD HOTEL 


SING 


200, Orchard Boulevard, Singapore 1024. Telex: RS 21771 BOUTEL. Cable: BOUTEL AFFORDA BLE | LUX URY 


GOODWOOD GROUP SINGAPORE — GOODWOOD PARK * BOULEVARD HOTEL SINGAPORE * YORK HOTEL * LADYHILL HOTEL 


Reservations Worldwide: KURA Ww Golden Tulip Hotels. Utell International. Supranational 
Australia, Japan and USA: Southern Pacific Hotel Corporation. Kuala Lumpur: Goodwood Park Hotel Sdn Bhd. Your travel agent or airline. 
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A crucial ruling 





Armed forces chief of staff Fabian Ver could be acquitted 
if the Supreme Court rules earlier evidence inadmissible 


By Rodney Tasker in Manila 


o the surprise of none, Gen. Fabian 
Ver could be on the final straight to 
an acquittal as an accessory to the 
murder of opposition leader Benigno 
Aquino. The verdict on Ver, Philippine 
armed forces chief of staff (on leave), 
and one of President Ferdinand Mar- 
cos' closest associates, now effectively 
rests on a crucial decision by the Sup- 
reme Court. 
Ver, together with Philippine Con- 


stabulary Metro-Manila commander 


Maj.-Gen. Prospero Olivas (on leave) 
and six other military men, is charged 
before the Sandiganbayan court as an 
accessory to the murder of Aquino and 
Rolando Galman, the man the govern- 
ment claims was the assassin and who 
was himself gunned down by soldiers 
immediately following Aquino's mur- 
der. There are 17 principals, including 
an air force general, accused of the 
double murder at Manila airport in 
August 1983, and one civilian charged 
as an accomplice. 

But the Sandiganbayan, a court 
which normally hears corruption cases 
and similar offences involving govern- 
ment servants, has twice ruled over the 
past month that the evidence of Ver 
and the other alleged accessories given 
before an earlier inquiry into the mur- 
ders by the Agrava fact-finding board 
is inadmissible in the current trial 
The court's ruling quoted a constitu- 
tional provision against  self-in- 
criminating evidence being brought 
against an accused person 

On 5 July the Tanodbayan, or gov- 
ernment ombudsman, Bernardo Fer- 
nandez, filed a petition beforethe Sup- 
reme Court challenging the Sandigan- 
bayan decision and asking for a defini- 
tive ruling on the issue. For Ver the 
Supreme Court's ruling will be all-im- 
portant because his defence counsel, 
Antonio Coronel, says the prosecu- 
tion's entire case against Ver centres 
on his evidence before the Agrava 
board — in which he admitted under 
questioning that he was aware of the 
details of Aquino's itinerary home 
from the US and acknowledged that he 
bore ultimate responsibility for secu- 
rity at Manila airport 

Coronel appears confident that the 
Supreme Court decision will clear his 
client once and for all. He told repor- 
ters on 2 July that Ver's acquittal was a 
“certainty, and no longer a matter of 
chance." He said he would wait for the 
Supreme Court decision and then, if 
the Sandiganbayan court's ruling was 
upheld, ask it to order an immediate 
acquittal of Ver because of lack of evi- 
dence. 

Chief prosecuting counsel Manuel 
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Herrera, however, has told reporters 
that the “no self-incrimination" argu- 
ment does not hold water because 
those who appeared before the Agrava 
board, including Ver, did so voluntar- 
ily. Herrera is also reportedly poised to 
produce a new mysterious eye-witness 
for the prosecution, who claims to have 
seen Aquino being shot by a military 
escort on the steps leading down to the 
tarmac from the passenger tube. 

Until now, the most dramatic 
witness for the prosecution has been 
Rebecca Quijano, dubbed by the press 
as "the crying lady" because she 
broke into tears at the scene of the 
Aquino murder after allegedly see- 
ing the shooting. 

Quijano said she er. 
looked out of a win- E 
dow on the flight È 
which brought 
Aquino back to 
Manila and saw a 
gun pointed at the 
back of his head by a 
military escort at 
the same moment 
she heard a shot 
fired. 
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he defence, | 
opening its case 

on 1 July, has tried | 
to discredit her and 
has presented its 
own Witnesses to 
say Galman was indeed the man who 
murdered Aquino — not on the steps but 
on the tarmac. Filipino businessman 
Augusto Floresca told the court on 1 
July that he peered through an airport 
passenger lounge and saw Galman leap 
up from behind Aquino and his military 
escorts and shoot him. Under cross- 
examination, Floresca said that the 
company for which he works, Dutch Boy 
Paints, was controlled by United Coco- 
nut Planters' Bank and that the bank's 
president was Eduardo Cojuangco 
the Philippines’ leading business tycoon 
and known to be a close friend of Marcos. 

On 7 July the defence presented a 
second witness, night club hostess 
Pelagia Hilario, who said she also saw 
Galman shoot Aquino in the head. 
Hilario said she had not come forward 
earlier because she was afraid of losing 
her job in Japan, where she had 
worked as an entertainer for the past 
two years. She said she had not even 
told her family about what she claimed 
to have seen from the window of the 
aircraft from which Aquino had been 
led by his military escorts. 

Hilario's testimony that she also had 
been a passenger on the aircraft was 
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disputed by the prosecution, which 
noted before the court that her name 
did not appear on the flight manifest. 
However, the defence played a vid- 
eotape apparently showing Hilario 
kissing and hugging Aquino in the air- 
craft before it landed at Manila. 

Details of the five-month trial of Ver 
and the other 25 accused are still 
greeted with a yawn by most Filipinos 
here, largely because most sectors of 
society have already made up their 
minds — rightly or wrongly — that 
Aquino's death must have been en- 
gineered by the military. The specula- 
tion among political analysts centres 
not so much on whether Ver will be ac- 
quitted but on whether he will be 
reinstated as armed forces chief of 
staff. 

Marcos has gone on record as saying 
that if acquitted, Ver will have his job 
back — something which the US Em- 
bassy has strongly advised Marcos 
against — and Ver's son, Col Irwin 
Ver, gave an indication of what is to 
come when he told a local newspaper 
recently that his father would have to 
regain face by resuming the full title of 
chief of staff at least for one month. J 
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Stumped by unions 


The prime minister, at his lowest point of popularity, 
backs off controversial taxation reforms 


By Hamish McDonald in Canberra 


n the face of strong criticism from 

trade unions and other pressure 
groups, as well as from business, Aus- 
tralian Prime Minister Bob Hawke has 
scaled back the ambitious reform of his 
country's taxation system as his popu- 
larity dipped to its lowest point since 
he took office. 

The new tax proposals had been 
pushed hard by Treasurer Paul Keat- 
ing at a "summit" conference of in- 
terested parties, which opened a Pan- 
dora's box of special pleading. The re- 
vised package Hawke sketched after 
the four-day conference shows the im- 
pact of strong objections to the propo- 
sals made in a Treasury white paper 
(REview, 20 June) on shifting the 
weight of taxation to indirect taxes. 

This was gleefully dubbed a 
"humiliating" defeat by deputy oppo- 
sition leader John Howard, who said it 
showed the “absolute domination" of 
the ruling Labor Party government by 
the Australian Council of Trade 
Unions (ACTU). The government's po- 
sition was shaky even before the 146 
delegates of union, business and com- 
munity groups sat down in the House 
of Representatives chamber in Can- 
berra on 1 July — appropriately the 
start of the new fiscal year when the 
entire workforce was starting to pick 
up its tax return forms from local post 
offices. 

On the lawns outside, about 30,000 
farmers mounted the biggest protest 
yet seen in Canberra to protest against 
rising costs and a proposed capital- 
gains tax, while a procession of heavy 
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trucks rumbled past in protest at levies 
on petrol. Hawke was jeered when he 
emerged from the conference to ad- 
dress the farmers from a trailer, de- 
spite a hint that fuel prices would be 
eased for the heavily mechanised 
farms in the August budget. 

Inside, at the summit, proceedings 
were relaxed, with Hawke calling 
speakers to the rostrum by their first 
names. But their message was scarcely 
less critical. Unions and welfare lob- 
byists flatly disputed treasury esti- 
mates that low-income earners and 
pensioners could be compensated 
adequately for the proposed 12.5% re- 
tail tax on all goods and services and 
that the inflationary impact could be 
contained. Doubters within the Labor 
Party even included New South Wales 
Premier Neville Wran, a longtime 
Hawke ally, who argued for food to be 
exempt. 


eres spokesmen supported the 
retail tax, but said other proposals 
unduly penalised the business sector 
without sufficient trade-offs in lower 
marginal income-tax rates (which 
would have come down from 60% to 
50% at the A$35,000 [US$23,411] a- 
year-level under Keating's "preferred 
option"). Singled out for attack were 
the introduction of a tax on realised 
capital gains at full marginal rates 
after discounting for inflation, curbing 
of "negative gearing" that transferred 
borrowing costs on one asset to income 
from other sources, and a 46% tax at 
source on staff fringe benefits. 
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of the first day a clearly 
peeved Keating chided delegates for 
being “divided, sectional and too un- 
compromising” and urged them to take 
a broader view of national interests. It 
was a vain hope, and by the second day 
Hawke was looking for compromise. 
An opinion poll published in the Bulle- 
tin magazine did nothing to dissuade 
him: it showed the conservative oppo- 
sition, which declined to get involved 
in the tax summit, was profiting from 
the government's disarray. 

For the first time since Hawke came 
to power in March 1983, opposition 
leader Andrew Peacock had overtaken 
him in public approval, with a lead of 
eight percentage points. Hawke's way 
out was opened by the ACTU he had 
once led. Before the summit the ACTU 
team had proposed a modified con- 
sumption-tax package, confining the 
new retail tax to the service sector such 
as restaurants and hotels, and extend- 
ing the present wholesale tax from the 
present limited category of luxury 
items, but excluding such essentials as 
food and medicines. 

A series of secret meetings in Can- 
berra hotel rooms between Hawke and 
the chief ACTU power. brokers — 
senior vice-president Simon Crean and 
secretary Bill Kelty — resulted’ in 
Hawke virtually accepting the trade 
union proposal by the end of the third 
day. Paying fulsome tribute to Keating 
for his "brave" advocacy of a more 
purist approach, Hawke announced 
the government's new outlines as the 
delegates packed their briefcases — 
the ACTU playing down their role and 
some businessmen wondering aloud if 
they had not taken part in a charade. 

The new scheme is left vague, and 
has to face cabinet and Labor Party 
caucus discussion. Yet by the stand- 
ards of any changes made since World 
War II in Australia, it is still a far- 
reaching shake-up of the tax system, 
and does achieve a significant if vet 
unquantified shift to indirect taxes 
from personal taxes. 

Higher income individuals would 
get a drop in marginal rates from 60% 
to 48%, but will suffer from removal 
of the present tax-free threshold 
(A$4,600) without the compensating 
rebate that would help low-income 
earners. Tax "shelters" such as the 
133% deduction for film investments 
and negative-gearing would be re- 
moved, and a softened form of capital- 
gains tax will be introduced. Their 
fringe benefits would also be taxed, 
but business would be allowed to claim 
for genuine corporate entertainment 
— meaning the businessman's "free 
lunch" will survive. 

Loss of the shelters will clearly di- 
vert investment away from property 
and film-making, both of which have 
had a strong following in capital mar- 
kets. For the film-makers, who raised 
an estimated A$175 million in 1984-85 
on the strength of the present deduc- 
tion, an alternative system of support 
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vides the basis for reliable and future- 
oriented processes. They improve the 
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Automated, flexible processes permit a 
wide range of products to be manufac- 
tured at an unchanging high quality, 
adapted to the requirements of soil, cli- 
mate and agricultural products. 


This is enhanced by the feedback of ex- 
perience from over 350 Uhde-built 
fertilizer plants and the agricultural 
know-how of our parent company, 
Hoechst AG, a renowned fertilizer 
producer. 


That is our strong point. 
For your success. 
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reference brochure of “Uhde fertilizer Engineering with ideas 


plants”. Uhde GmbH, Friedrich-Uhde-Strasse 15 
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is inevitable, given widespread public 
pride in the industry's achievements. 

However, one big gain for investors 
was included at the last minute by 
Hawke and Keating, perhaps to dilute 
the impression of a trade-union walk- 
over. The question of “double” tax- 
ation of corporate profits (through the 
46% company tax and the marginal in- 
come-tax rates on dividends paid to 
shareholders) had been discussed in 
the Treasury white paper, but not taken 
up by Keating in his original package. 

Hawke announced that full “impu- 
tation” of corporate tax would now be 
considered, which would mean invest- 
ors effectively paid no income tax on 
profits distributed to them as di- 
vidends. If introduced this would make 
Australia only the second country 
(after West Germany) to allow a full 
tax offset. 

Naturally, this would enhance the at- 
tractiveness of investing in company 
shares, while removing the advantage 
of trusts (which do not pay corporate 
tax). Property and resource trusts have 
attracted some A$7 billion in capital in 
recent years because of this different 
tax treatment. By making it even, gov- 
ernment would block a troublesome 
revenue leak and partly cover the re- 
venue forgone. Further compensating 
revenue would come from raising the 
corporate tax rate to 48%, to match the 
top personal-income rate. 


ith the compromise Hawke moved 

to close as quickly as possible the 
electorally damaging tax debate of re- 
cent weeks. Unless the plans meet 
further obstacles within the Labor 
Party the government will clearly aim 
to introduce new measures as early as 
possible in its present term of office, 
which runs to early 1988. 

The modified consumption taxes 
will present more administrative com- 
plications than Keating's original pro- 
posal — Canberra wags suggest mas- 
sage parlours will claim exemption as 
a health service — but soften the infla- 
tionary impact, adding an estimated 
one-time 3% lift to consumer prices in- 
stead of the 6.5% jump under Keat- 
ing's original plan. This will ease the 
strains on the government-ACTU 
wages accord, which indexes award 
wages to consumer price movements. 

The impact on sectoral consumption 
worries some. For retailers, the 
Hawke-ACTU compromise is welcome 
in that taxes will be a step removed 
from the consumer at wholesale level 
and perhaps more easily passed on 
without buyer resistance. However, 
the service sector, the fastest-growing 
employer and an important “invisi- 
bles" earner, will not have this shield. 

Proponents of more radical taxation 
reform — such as the universal retail 
tax, or the flat-rate income tax pro- 
posed by former treasury secretary 
John Stone and others — at least see 
the door opened wider to changes by 
future governments. Oo 









Murph y: sentence pending. 


VERDICT ON 
THE JUDGE 


By Hamish McDonald in Sydney 


verdict of guilty against Austra- 

lia's third most senior judge on a 
charge of attempting to pervert the 
course of justice has exposed the 
human frailties of the country's 
judiciary and perhaps engraved a 
deeper cynicism about leadership in 
the public mind. 

A jury in the New South Wales 
(NSW) Supreme Court agonised for 
34 hours before finding High Court 
Justice Lionel Murphy guilty of at- 
tempting to influence the state's chief 
magistrate, Clarence Briese, on be- 
half of a life-long friend, Sydney law- 
yer Morgan Ryan, who faced conspi- 
racy charges in 1982 relating to il- 
legal immigration by South Koreans, 

The same jury found Murphy not 
guilty of a charge of trying to 
influence District Court Judge Paul 
Flannery when Morgan's case moved 
to that jurisdiction in 1983. This split 
verdict has encouraged intense de- 
bate among Australian jurists about 
the strength of the case against Mur- 
phy and the soundness of the jury's 
decision. 

The trial judge has put off until 18 
July a decision on whether to sen- 
tence Murphy, or hear further argu- 
ment on points of law that might 
defer a sentence until appeals have 
been heard based around the mean- 
ing of the charge and admissibility of 
evidence. The offence brings a pen- 
alty of up to two years' jail. 

Almost certainly before a sentence 
is given, Murphy will take the verdict 
to appeal. This could be to the NSW 
Court of Appeal, or directly to his six 
brother judges in the High Court, or 
through both courts. The prospect of 
the High Court justices sitting in 
judgment on a colleague of 10 years' 


standing appals the legal profession. 
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Murphy, 62, has vigorousl¥ fought | 
to establish his innocence and will al- 
most certainly exhaust all avenues of 
appeal. Since federal authorities 
launched their prosecution in De- 
cember 1984 after two Senate in- 
quiries into the Morgan Ryan affair, 
Murphy has been on leave from the 
High Court. Despite calls by the con- 
servative opposition for his resigna- 
tion, he is unlikely to accede to them. 
Nor does the Australian Labor Party 
(ALP) government of Prime Minister 
Bob Hawke seem likely to exert pres- 
sure on him to do so. 

Murphy's disgrace, if confirmed by 
appeal hearings, would be a severe 
blow to the ALP and reformists. He 
was the ALP leader in the Senate and 
the Gough Whitlam government's at- 
torney-general in 1973-75 before ap- 
pointment to the court. Tending to 
favour federal powers over those of 
the six states, and libertarian posi- 
tions over restrictions, Murphy is an 
influential member of a four-man 
liberal majority on the court bench. 
His absence leaves the court tem- 
porarily split evenly between conser- 
vative and liberal-minded judges. 
Replacing him with a like-thinking 
judge of sufficient legal calibre 
would be a delicate matter for the 
Hawke government. 

More than that, Murphy is a widely 
liked man whose ability and verve are 
respected across the political spec- 
trum, even among those who see an 
Achilles heel in his noted impetuos- 
ity. One admirer, Hawke cabinet 
member Gareth Evans, said: “If the 
conviction stands after the court pro- 
cesses are exhausted it will bea tragic 
outcome for a man whose contribu- 
tion to the life and law of this country 
has been immense.” 


M urphy is the most senior victim of 
allegations of improper conduct 
that have struck up and down the judi- 
cial machinery over the past year. Of 
these various cases, involving a jailed 
former NSW magistrate, a former 
NSW prisons officer on corruption 
charges, and the NSW police force it- 
self, alleged to be part of a drugs 
scandal, the most ominous for Mur- 
phy is that of another judge, John 
Foord of the NSW District Court, who 
is also charged with attempting to 
pervert the course of justice to help 
Ryan. 

Witnesses, most crucially Chief 
Magistrate Briese, were impelled to 
come forward after newspapers pub- 
lished extracts from copious records 
from telephone taps mounted illeg- 
ally by NSW police during 1969-82.A 
conviction against Murphy helps 
firm up the importance of the tapes, 
which indicate sleazy dealings far 
and wide in the state — not least 
within the entrenched ALP machin- 
ery of Sydney's inner suburbs. 
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A master counterfeiter who scorned wealth is arrested by 
Thai and US authorities for forging millions in US notes 


By John McBeth in Bangkok 


earded Malaysian-Chinese Lee Ah 

Sin liked to think of himself as an 
artist: a man intensely proud of his 
work, he claims to have disdained the 
enormous wealth his particular talents 
could bring. Instead his goal in life, 
Thai investigators say, was to produce 
perfect replicas of American bank- 
notes and while US Secret Service 
agents are not saying so, they feel he 
came close to achieving his aim in what 
is now being described as one of the 
most important US counterfeiting 
cases since World War II. 

Ah Sin, 37, brothers Lee Poi Sam, 38, 
and Lee Ha Chai, 27, and 21-year-old 
Thai-Chinese Paiboon Rujimaneepong, 
alias Ah Chong, were arrested in 
Bangkok on 14 June after a six-year, 
multimillion dollar investigation in- 
volving a 24-man Secret Service task 
force, agents of the Thai Metropolitan 
Police Narcotics Unit and the police 
forces of Singapore, Malaysia, Hong- 
kong, the Philippines, Japan, South 
Korea and Taiwan. 

US Government reticence in the case 
is understood to be linked to the near 
perfection Ah Sin allegedly achieved 
in duplicating US$50 and US$100 
notes, at a secret printing plant in 
the Malaysian town of Johore Bahru 
and also at a rented house-turned- 
counterfeit studio on the eastern out- 
skirts of Bangkok. The Americans are 
not keen to publicise Ah Sin's achieve- 
ment or the methods they used to track 
down the counterfeiters, but a US 
spokesman told the REVIEW: "What the 
Thai police are saying is not an exag- 
geration." 

Only about 20 US notes were printed 
in Bangkok before nervous American 
agents urged their Thai counterparts 
to act. But a Secret Service spokes- 
woman told the REVIEW in Washington 
that the gang was believed to have sold 
"several million dollars" in forged 
notes to distributors before their ar- 
rest, perhaps as much as US$5-10 mil- 
lion. Washington authorities believe 
some of the money was used to finance 
narcotics purchases. 

Ah Sin told Thai investigators that in 
Malaysia it took the Lees two days and 
two sleepless nights to destroy much of 
the evidence of their operation after 
the arrest of a key distributor in Singa- 
pore last year warned them of an immi- 
nent raid by Malaysian police. As it 
turned out, the Malaysian authorities 
had difficulty finding the location and 
by that time the brothers had already 
escaped, heading overland into Thai- 
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Police say plates found at the 
Bangkok house showed the Lee 
brothers were intending to print Sin- 
gaporean and Malaysian dollars and 
Middle Eastern dinar, in addition to 
the US bank notes painstakingly and 
individually produced on a small 
hand-cranked press in a curtained up- 
stairs laboratory. Other equipment in- 
cluded an expensive view camera, an 
enlarger, specialised printing ink, 
boxes of graphic-arts film and two 
reams of paper remarkably similar in 
quality to the cotton-based paper used 
in genuine American banknotes. 

Experts say US bank notes are prob- 
ably easier to forge than the notes of 
many other countries because they do 
not carry a watermark. But in this case, 
the suspects had gone to considerable 
lengths to get as close to perfection as 
possible. Each note went through four 
different printing processes, with 
plates for the front and back, the seal 
and the serial number. Unlike the 
practice of most counterfeiters, they 
had allegedly used different groups of 
serial numbers. 

Ah Sin is a printer by trade, but 
police have yet to determine when he 
first became involved in counterfeit- 
ing. What they do know now is that in 
1979 he travelled to Bangkok to meet 
master forger Wong Tin Chueng, a 59- 
vear-old Cantonese-speaking Chinese 
who had slipped into Thailand on a 
seven-day visa in October 1975 and ap- 
parently never left. Chueng, or Profes- 
sor Wong as he had come to be known, 
had been released from prison. in 
Hongkong in 1973 after serving a four- 
year sentence on narcotics charges. 
But of more interest in this particular 
case were his previous convictions in 
1953 and 1960 for possessing counter- 
feiting equipment. 


Ithough there is nothing to suggest 
that the ailing Chueng pursued his 
counterfeiting activities in Bangkok, 
his disappearance from Hongkong — 
using a Taiwanese passport rather 
than his Hongkong identity card — 
and the subsequent circulation of fake 
US bank notes in Southeast Asia in 
1978 led the Secret Service to query his 
whereabouts. Inquiries were initiated 
throughout the region, but no trace 
was found of him until last year when 
the Thais learned he had died of cancer 
in Bangkok's Petchaburi Hospital in 
1982. 
Police now claim that Chueng pass- 
ed on his skills to Ah Sin, a pudgy Can- 
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Metropolitan Narcotics Unit com- 
mander Col Bamroong Kheourai said 
of Ah Sin in an interview: "He was ob- 
viously very proud of his work. He told 
us that he thought in the past three 
years he was the best in Asia." The Sec- 
ret Service believes Ah Sin was being 
modest. The agency's spokeswoman in 
Washington said Ah Sin's US$100 note 
was "one of the best notes we have ever 
seen in our 120-year history." 

The first break in the case came in 
May last year when Secret Service 
agents and Singaporean detectives ar- 
rested four Chinese on charges of dis- 
tributing counterfeit currency. Among 
them was Wong Ming Chung, alias 
Fatty Wong, brother-in-law of Pai- 
boon, who was allegedly found with 
US$20,000 in forged notes. So good 





Ah Sin: proud of his of his forgeries. 


were the forgeries that samples sub- 
sequently sent to Washington success- 
fully passed through sophisticated de- 
tection equipment. What the 40-year- 
old Wong told his interrogators even- 
tually led Malaysian police to Johore 
Bahru, but from there the trail went 
cold. The Lee brothers, identified for 
the first time, had made their getaway. 

It was not long, however, before in- 
vestigators discovered where they had 
gone. The following month, the Secret 
Service approached the Metropolitan 
Narcotics Unit for assistance through 
the Bangkok regional office of the US 
Drug Enforcement Agency (DEA), 
Bamroong, whose force has worked 
with the DEA for the past 12 years only 
on narcotics cases, was surprised at the 
request. Although his unit had never 
before been called in on a currency 
investigation, he said it was chosen 
because of its criminal filing and 
index system, which is similar to that 
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Two young Thai Nae Maj. 
Amaret Wattanawibul and Capt. 
Pongpat Chayaphan, were assigned 
fulltime to the case, helped occasion- 
ally by as many as 30 other policemen. 
The Secret Service's Honolulu-based 
Far East Task Force, headed by coun- 
terfeit division special agent-in- 
charge Peter Cavicchia, set up an office 
at the US Embassy in Bangkok to work 
with the Thais. Few people in the em- 
bassy seemed aware of the operation 
and secrecy also was preserved on the 
Thai side. 

It was two months later that the un- 
employed Paiboon came to the atten- 
tion of police, not only because he was 
a relative of Fatty Wong, but because 
of his free-spending habits in night- 
clubs and massage parlours. Bar girls 
and masseuses were asked to try and 


extract information from him and 
though that ploy failed, constant 
police surveillance did not. In 


November, Paiboon was seen making 
contact with a balding, heavily built 
man who was identified as Ah Sin. 


M: police were assigned to the 
case, but it was a nail-biting 
period for the Secret Service who 
feared that somehow the Lee brothers 
would be tipped off. Three months 
passed while the suspects, who had ob- 
tained Thai identity cards, cautiously 
gathered equipment. Then in March 
they moved from one rented house to 
another — finally settling into a two- 
storey frame structure in Soi 101 near 
the end of Sukhumvit Road. 

The waiting went on, but police had 
determined that the brothers had still 
not taken delivery of the all-important 
paper. "We had to give them time to 
print some notes," Bamroong explain- 
ed. "If we had arrested them for the 
equipment, they would only have got 
about two years in jail and that would 
not have been worth all the time and 
effort. We had to get them for actually 
counterfeiting notes, which carries a 
maximum sentence of life imprison- 
ment." 

Even when the printing did begin, 
police hesitated, anxious that there 
was sufficient evidence to make the 
charge stick. Eventually it was the 
Secret Service agents, worried that 
something might go wrong, who urged 
the Thais to act. Paiboon was picked 
up first from his downtown apartment 
and then a police team moved on Soi 
101, arresting the brothers on the 
ground floor of the house. Upstairs, 
they found windows covered with 
black plastic, newly purchased aircon- 
ditioners, and enough equipment and 
supplies to print at least US$2 million 
worth of bogus US currency. 

Bamroong said that the four men 
confessed during subsequent interro- 
gation and that Sin took it philosophi- 
cally: "He told us he knew we would 
get him one day, but he was proud of 
his work. " o 
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RUMOURS BUT | 


‘NO M-M RIFT’ 


By Suhaini Aznam 
in Kuala Lumpur 


umours of a serious rift be- 

tween Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mo- 
hamad and his deputy, Datuk 
Musa Hitam, were temporarily 
quelled on 6 July when, at the 
United Malays National Organi- 
sation (Umno) Supreme Council, 
the two leaders made a point of 
being seen together and solidarity 
pictures filled the local news- 
papers. 

Malaysian political circles had 
been buzzing for the past two 
weeks with reports that the sup- 
posed rift had caused Musa to ten- 
der his resignation before leaving 
for the United States to attend his 
daughter’s graduation. When 
questioned on this by reporters, 
Mahathir turned to Musa and 
asked, “Have you?” to which Musa 
replied, “I am by his side." 

Aides to both leaders have 
strenuously denied the rumours, 
which some claim originated in 
Singapore. Others blame ambiti- 
ous Malaysian political factions 
trying to split the leaders and take 
over power. 

Mahathir's aides quite rightly 
pointed out that the prime minis- 
ter had taken flak when he pub- 
licly endorsed Musa as his choice 
for Umno deputy president at the 
party assembly in 1983. Although 
Mahathir was ticked off for trying 
to influence the vote, delegates 
had indeed returned Musa against 
Trade and Industry Minister 
Tengku Razaleigh Hamzah in the 
1984 party election. Musa there- 
fore “owed” Mahathir, they said. 

A more Machiavellian interpre- 
tation is that the rumours may 
have been spread by Musa's own 
supporters to gauge his popularity 
at a time when Mahathir's own 
image has taken a few knocks re- 
cently — over National Front coal- 
ition partner Berjaya's defeat in 
the Sabah election, the unresolved 
power crisis in another coalition 
partner, the Malaysian Chinese 
Association, and the secrecy sur- 
rounding the latest investiga- 
tions into the Bumiputra Malay- 
sia Finance (BMF) corruption 
scandal, 

Mahathir is expected to make 
the BMF findings public since he 
came into office with the “Clean, 
Efficient and Trustworthy” slogan 
for his government. 
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Basic differences 
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The process of formulating a fundamental law for the territory 
after 1997 has begun — and worries are already surfacing 


By Emily Lau in Hongkong 

he Chinese leadership in Peking 

has empowered the 23 Hongkong 
members of the Hongkong Special Ad- 
ministrative Region (SAR) basic-law 
drafting committee to set up a consul- 
tative committee in the territory to col- 
lect and collate public opinion on the 
future constitution of Hongkong. 

The process of consultation is an ex- 
tremely sensitive political issue which 
is seen by many as an indication of 
whether Peking is prepared to listen to 
the wishes of the Hongkong public. 
The consultative committee will also 
be used to appease those who would 
have liked to have taken part in the 
drafting process but were not in- 
cluded on the committee, which has a 
preponderance of wealthy business- 
men. 

In June, the Chinese National Peo- 
ples Congress (NPC) appointed 59 
people — 23 from Hongkong — to em- 
bark on this historic task, with a view 
to promulgating the basic law in 1990. 
The committee met for the first time in 
Peking on 1-5 July. 

During the session, committee chair- 
man Ji Pengfei, who is the director of 
China's Hongkong and Macau Affairs 
Office, set out a timetable for the draft- 
ing process, whereby a draft basic law 
will be presented to Hongkong for 
comment in 1988. During the next five 
years, the drafting and consultative 
committees are to consult and collect the 
views of people in Hongkong. The final 
draft is to be presented to the NPC for 
approval in early 1990. 

Peking's decision to ask the Hong- 
kong members of the drafting commit- 
tee and two officials from China's offi- 
cial Xinhua newsagency's Hongkong 
branch4o set up the basic-law consul- 
tative committee is a controversial one. 
Several members of the drafting com- 
mittee are regarded in some Hongkong 
quarters as ultra-conservative. 

There is a fear that they may exclude 
potential members known to hold dis- 
senting views. This worry was rein- 
forced when a drafting-committee 
vice-chairman, Hongkong indus- 
trialist Tse-kai Ann, said only those 
who agreed with him that the man- 
ufacturing sector, exports and tourism 
are the mainstay of Hongkong's econ- 
omy would be invited to sit on the con- 
sultative committee. 

During the five-day meeting in Pe- 
king, the drafting committee agreed 
that the future consultative committee 
— which will have parallel status with 
the drafting committee and will con- 
sist of more than 100 Hongkong repre- 
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sentatives — would not be an official 
body and the members would not be 
appointed by the NPC; 

It was also decided that the Hong- 
kong drafting-committee members 
should be free to sit on the consultative 
committee if they want to and that all 
views collected by the consultative 
committee should be reflected to the 
drafting committee 

The decisions drew immediate reac- 
tion from some Hongkong pressure 
groups, who said the consultative- 


committee members should get their 
authorisation from and be answerable 
to the NPC. This was to ensure that the 
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views reflected to the consultative 
committee will not be ignored by the 
Chinese Government. 


nee issue causing some concern 
is the proposed confidentiality of 
the drafting-committee meetings. It was 
later clarified to mean that drafting- 
committee members were free to ex- 
press their own views to the news 
media but could not relate what others 
had said. Speaking in confidence, some 
drafting-committee members said there 
was quite a bit of dissent among 
Hongkong members, with some of 
them saying there was no need to form 
a consultative committee. 

"Some of these people were yes-men 
to Britain in the old days, now they are 
yes-men to China," one member ob- 
served. Another described them as “ig- 
norant, authoritarian and self-seek- 
ing." 

There was also disagreement over 
whether drafting-committee members 
should sit on the consultative commit- 
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GOOD! WE'RE DEALING 


> IN TOUCH WITH THE 


tee, One member, lawyer Liu Yiu-chu, 


said she was against the idea because 
at the end of the day, the drafting com- 
mittee has to impose judgment on the 
findings of the consultative committee, 
so it would be compromising for some- 
one to sit on both committees. 

Martin Lee QC has urged the draft- 
ing committee to set up working 
groups as soon as possible to look into 
the political, legal and economic sys- 
tems and the question of human rights 
and freedoms. Another drafting-com- 
mittee member, president of the Pro- 
fessional Teachers’ Union, Szeto Wah, 
said that is proceeding too fast. 

The Peking meeting also highlighted 
sharp contradictions among Hong- 
kong members regarding political re- 
forms for the territory. At least three 
members have voiced their reserva- 
tions about direct elections to the 
Legislative Council (Legco). The chair- 
man of China Dyeing Works, Cha Chi- 
ming, reportedly proposed a three- 
thirds. system of indirect elections to 
Legco, whereby one-third will be 






W/TH MEN AND WOMEN 


elected by functional or professional 
constituencies, one-third by district 
boards and one-third by an advisory 
board formed by the governor after 
consultation with Legco. 

The vice-chancellor of Hongkong 
University, Rayson Huang, reportedly 
was also against direct elections. The 
publisher of Chinese-language daily 
Ming Pao, Louis Cha, said there are 
many kinds of elections, and direct 
election is not the only way. He also 
stressed that liberty is more important 
than democracy. "Democracy is a 
means, liberty is the end," he said. 

Members of the advisory board will 
be nominated by the governor and ap- 
pointed by Peking for life. In turn, the 
council will nominate two or three 
candidates for governor, to be elected 
by the people of Hongkong. The gover- 
nor will have the power to appoint, 
punish and demote civil servants, the 
police, members of the judiciary and 
the Independent Commission Against 
Corruption. oO 
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One crew flies ther all. 








The Boeing new technology 
jetliners have one thing in com- 
mon — the same flight deck crew 
can pilot every airplane. No spe- 
cial training required. No addi- 
tional airline overhead. No crew 
scheduling problems. 

A757 crew can fly to one des- 


tination and make their return 


flight at the controls of the 767-200. 


Then the next day, take off on a 
767-200ER flight of 5900 miles 
that puts them on the other side 
of the world. 
Think of the efficiencies. 
Think of the pleasure and 


pride it gives your flight deck 


officers to fly such advanced tech- 


nology jetliners. 

With this kind of flexibility, 
your marketing people have a 
host of scheduling options as well. 

This is the Boeing family 
at its best. 
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Getting people together 





ABS has been one 
of the most important 
innovations in car 


a 


BMW drivers enjoy its 
benefits in a unique 
way. 


ABS anti-lock braking 
is already 

a standard feature 
on nearly 50% of all 


BMW models. 





ABS consists of a revolution sensor fitted to each 
wheel and coupled to an electronic unit which 

then converts the revolution data provided by the 
sensors. 

At the very first hint of a wheel locking, the fluid 
pressure to that particular wheel is reduced and the 
wheel can continue to turn, avoiding wheel-lock and 
ensuring safe braking with full steering control. 


BMW wasn't just the co-developer of the 
ABS anti-lock braking system. 

BMW has also adopted and implemented 
this latest development towards maximum 
braking safety more comprehensively 
than any other manufacturer in the world. 
And that's why you'll discover that ABS 
is a standard on all 6 and 7-Series cars and 
on the top 5-Series models. 


BMW's ABS system: the very highest 
standard of braking safety. 


ABS works more precisely, more effic- 


iently and more reliably than ahuman being 


ever could. 

And it completely eliminates any risk of 
wheel-lock, whatever the circumstances. 
As a result, ABS will prevent a car skidding 
even in an emergency braking situation 
or on difficult road surfaces. 

With ABS you can also apply full braking 
power while cornering. 

At the same time, steering ability is fully 
retained at all times, allowing you to 

take advantage of any gaps which present 
themselves between the obstacles ahead, 
even though you've got your foot flat down 
on the brake pedal. 

And because of the unique way it makes 
maximum use of the braking forces 

and the adhesion characteristics of each 
individual wheel, ABS can also help 

to reduce braking distances dramatically. 
But ABS doesn't just represent an 
increase in driving safety. It simultan- 
eously improves motoring economy. 
The reduced tyre wear can cut tyre costs by 
anything up to 30%, and tyre damage 
caused by locked-wheel braking at high 
speeds is also avoided. 
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consequence. BMW takes both further. 


Under numerous circumstances, vehicles 
equipped with ABS can achieve signifi- 
cantly shorter braking distances. 

And this naturally means that one of the 
most important prerequisites for avoiding 
rear-end collisions with following cars, 
which could result from this improved brak- 
ing performance, is that the car's brake 
lights are always in full working order. 
That's why ABS on a BMW features an ex- 
tremely valuable back-up system: Active 
Check Control. 

It constantly monitors seven of the car's 
most important functions, including brake 
and rear lights, and it immediately calls 
the driver's attention to any malfunction. 


ABS with BMW. 


ABS is further proof of how BMW compre- 
hensively exploits the astonishing poten- 
tial of electronics in building better cars, 
and how it consistently makes it available 
as quickly as possible to its drivers. 
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Don'ttrail behind technological progress 
in international top-class motoring. 
Drive BMW. 


Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunei: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
Tel.: 3-7145271 


Indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, 
Tel.: 326939 


Korea: Kolon International Corp., Seoul, Tel.: 7764260 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.: 03/418555 


Philippines: Hahn Manila, Manila, Tel. 7412808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153101 


Thailand: Continental Auto Centre Co., Ltd., Bangkok, 
Tel.: 214-25 21 
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WELCOME TO SHERATON HOTELS IN ASIA. 
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BEIJING SEOUL 
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COME IO SHERATON 


For business. For pleasure. For fun. 
The Crystal Room Casino. The 
international Kayagum Dinner 

Theater. A complete convention 

center. Tennis. Swimming. Jogging 
through 139 landscaped acres. 

A unique resort just 20 minutes from 
Seoul. Rates from U.S. $68 to $88. 





Sheraton Walker Hill Hotel 


SHERATON HOTELS, INNS & RESORTS WORLDWIDE 

The hospitality people of ITT 

FOR RESERVATIONS CALL YOUR 

TRAVEL PLANNER OR SHERATON IN YOUR AREA. 


MANILA 50-60-44 HONG KONG 5/299-203 





TAIPE! 324-5544 SINGAPORE 532-6144 
BANGKOK 233-5160 MALAYSIA 437-522 





*unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It’s the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled coverage! 

No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don't just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


*unequalled performance! 

Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 63,500 copies per issue. 

A growing number of advertisers have taken full advantage of this impressive growth. Last 
year the Review carried 2,566 pages of advertising from nearly 600 of the world’s top cor- 
porations. 

Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. le Chose of Aüiltorit 
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SRG Executive Surveys — Asian Executive Study 


We specialize in growth. 


Kobe Steel offers a full array of projects, products and services that 
helps countries grow and prosper in a big way. 
For instance, through our efforts 
a cement plant has just been developed 
at the northern tip of Sumatra, Indonesia. 
But we work in a small way, too, right down to the people-to-people level to make sure 
progress is meaningful for individuals of a nation. 
In fact, we ourselves have expanded so much we have a new trademark to illustrate 

Kobe Steel's integrated industrial capabilities. 

KOBELCO. It's the mark that's growing in international importance. 










A £ Cronl — help you grow, please 
27 write for our annual report 


<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE : Tekko Bidg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel : (03) 218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE : = 22-02 DBS Bidg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex : RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex : RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Sharjah and Melbourne. 
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[he few times l've needed emergency 
cash, | could rely on my Card. 
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As a Diners Club member, 
ou can walk into any spe- 
ally designated Citibank 
ranch, participating bank 
r Diners Club office 
orldwide, and get the 
ash you need in an 
mergency. There are 
ver 1,700 locations in 
ver 70 countries that 
fer this service. 

And that's just one of a 
orld of services from 
Jtomatic flight insurance 
| out-of-town office 
cilities. No wonder 
illions of travellers 
3joy the privileges and 
2rvices of the Club 
2signed to meet the 
»eds of the frequent 
aveller—The World Club. 
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è IT'S hardly fashionable these days 
to express sympathy for the Japan- 
ese, except among less myopic, com- 
mitted free-trading circles. The EEC 
fulminates about invisible barriers 
and tariffs; Mrs Margaret Thatcher 
flushes with rage as the British lose a 
contract to build a bridge across the 
Bosporus, while US trade unionists 
and politicians bellow denunciations 
in defence of inefficient, outdated in- 
dustries and forfeited jobs. 

The counter case is made, often 
eloquently, and its arguments have 
regularly been rehearsed in the 
REVIEW's columns. But they are 
largely given voice by non-Japanese. 
Why don't more Japanese shout to the 
heavens that they are largely financ- 
ing Washington's US$200 billion de- 
ficit and that, if the US is selling less 
abroad and buying more, the result- 
ing current-account deficit running at 
more than US$80 billion annually is 
largely a result of high interest rates 
making foreign products more attrac- 
tive and US exports more expensive? 
e INSTEAD, the Japanese go into a 
defensive mode, mumbling about 
new tariff reductions (which in 
theory they should not be in a posi- 
tion to implement since they were 
claiming to have massively liberalised 
imports years ago). They mumble 
about their vulnerable dependence 
on exports and on imported raw mat- 
erials and energy, of their distribu- 
tion system and even of their cultural 
differences — and thus of the time 
needed before the door can be swung 
open. Such noises understandably in- 
furiate those countries running large 
trade deficits with Tokyo for they 
have been hearing the same songs 
sung now for two decades. 

Perhaps Japan's slowness in de- 
claiming the merits of free trade is 
not entirely due to its own reluctance 
to open its doors wide to foreign 
“blue-eyed” imports: Tokyo must be 
uncomfortably conscious of the fact 
that Japan and the other export- 
orientated economies of East Asia 
(with the honourable exception of 
Hongkong) have prospered behind 
tariff walls. 

e | SUSPECT that the reasons are 
more complicated — that the Japan- 
ese suffer from a genuine cultural dif- 
ficulty in communicating, in putting 
the Japanese case into adversorial 
terms. With certain exceptions, the 
inihibition is suffered even by those 
Japanese detailed off to speak up for 
Japan in international forums. Occa- 
sionally I have seen such men finally 
stirred into something approaching 
fluent rage when confronted by a 
failure by those they regard as friends 
to respond with sympathetic under- 
standing. Words, least of all critical 
words, are unnecessary between 
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friends in Japan, where fellow feeling 
is created by an extended process of 
osmosis, during which neither hearts 
nor minds meet but an unspoken 
belly-to-belly understanding — or 
haragei — is created. 

€ AT a recent conference one del- 
egate produced an interesting table 
showing how few manufactured 
goods Japan imports compared with 
the rest of the industrialised world 
(and even with South Korea, a coun- 
try with a similar culture — and a 
similar lack of natural resources): 





Um, que AG SHAVAD MIAH 


The Japanese response to this was a 
mumbled, inaccurate sneer, ignoring 
the chart’s main implications — 
something to the effect that the 
speaker was not aware that Switzer- 
land was remarkable for its steel and 
automobile exports. In fact, the chart 
was culled from an excellent recent 
book The Competition: Dealing With 
Japan by Thomas Pepper, Merit 
Janow and Jimmy Wheeler of the 
‘Hudson Institute. If only the Japan- 
ese had been able to riposte with 
another chart from the same book, he 
would have at least demonstrated one 
of the main reasons why Japanese 
goods are so well designed, reliable 
and geared to modern markets: 


SAVINGS AND INVESTMENT AS A PERCENTAGE 
rene 
Ur GUT 


US AND JAPAN, 1962-82 
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€ MALAYSIAN Prime Minister 
Datuk Seri Mahathir Mohamad said 
recently the main threat to East Asia 
is not Vietnam or Korea but a break- 
down in the Japan-US relationship. 
And the cause of common sense and 


compromise is not helped either by 


the rhetorical bombast coming from 
one side of the Pacific or by the stran- 
gulated “even-our-best-friends-don't- 
understand-us" resentments piling 
up on the opposite shore. 

e THE Japanese realise this: the 
latest "buzz-word" in Japan is “in- 
ternationalism," connoting a consen- 
sus that Japan must nurture ko- 
kusaijin, or "international men," 
Japanese who feel comfortable and 
can empathise with foreigners. The 
fad itself is significant, for in most 
other countries an intellectual's edu- 
cation automatically confers an in- 
ternational outlook on him. 

But what makes up such a man? 
Obviously, fluency in a foreign lan- 
guage helps, but is insufficient in it- 
self: Japan's army of interpreters 
contains few who have any real feel- 
ing for foreign cultures or who are 
capable of explaining their own 
Japaneseness to foreigners. And I 
have listened to Chinese or Koreans 
putting their countries’ cases 
eloquently, with effective use of 
humour and irony, in fairly fractured 


English. 
Chow  Kwanyun, the Shang- 
hainese/Thai entrepreneur, for 


example, swings large deals and puts 
Thailand's case using only a highly 
idiosyncratic English. Apart from 
paying tribute to his adopted country 
by naming his daughter Chiengmai 
Chow and his son Bangkok Chow, he 
once explained Chinese thought pat- 


terns in terms of two Chinese 
philosophers talking in a summer 
garden. 


One philosopher remarked how 
happy were the goldfish resting in the 
shaded waters below the bridge on 
which they were standing. 

"How do you know they are 
happy?" said the second philosopher. 
"You are not a fish." 

"How do you know that I don't 
know that the fish are happy?" 
riposted the first. "You are not 
me." 
€ CROSS-frontier taciturnity runs 
deep in Japan from ancient cultural 
and historical springs, fed no doubt 
by the educational system. It is a 
dangerous characteristic today. In 
the past, it has proved fatal: Japan's 
inability to dissuade the interna- 
tional powers from ganging up on it 
during the 1930s led from an explo- 
sive imperialistic expansion into the 
rest of East Asia and on inevitably to 
the self-destructive attack on Pearl 
Harbour. 
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pt New Delhi press district: great deal of self-censorship and conformity. 


One of the largest and most diverse presses is also the most free 


Multitudinous voices 


By Salamat Ali in New Delhi 


Among the world's | administration thinks of the press. | dhi as prime minister, because they 
largest and oldest. The two vears of nightmare under | believed that, unlike his mother. he was 
though not neces- | Mrs Indira Gandhi's Emergency rule of | not labelling them either friends or 
sarily the best, the | 1975-77 still remain a watershed in | foes. Before the idea of a communi- 
Indian press re- | India's intellectual experience. The | cations policy surfaced, the asso- 
mains unmatched | government repression of those years | ciate editor of the fortnightly India 
in the Third World, | shook journalists out of their previous | Today, Suman Dubey, argued to the 
a uam ‘= reflecting India’s | complacency and compliance, thus lay- | Review: “The prime minister accepts 
PRESS vast diversities in | ing the foundation for a new, more | so far that some friction and strife. 
saza technological, so- | combative and investigative style of | being inherent in any open and free 
čial and economic standards. Indian | journalism society, is bound to be reflected in the 














publications are the most free of all As The Times of India’s resident | press which need not be treated as an 
their counterparts in the developed | editor in New Delhi, Inder Malhotra, | enemv." 

world, though thev cannot yet rival | puts it: "Until the Emergency editors The editor of the monthly Seminar, 
the sophistication of the developed | were reasonably free and at worst | Romesh Thapar, a strong liberal consi- 
world's press due to their lack of re some could be accused of being too | dered totally hostile by Mrs Gandhi, 
sources, outmoded managements and | willing to accommodate the govern- | said: “I think the prime minister and 
indifferent editorial standards ment's point of view." Another editor | the people around him, being voung 


And continuing fast growth'of both | argues that the ef- 
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ernment now proposes to formulate | great deal of time Societies/associations 

Controversv over the policy which | in filtering out bias Government — 
Information’ and Broadcasting Minis- | from copy — — 
ter V. N. Gadgil proposes to láy down | There was per- || Others 
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media leaders" could be á*turning | among journalists *1981 figures. 
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men, are bored with what they see and 
want a change. They seem quite willing 
for the press to take a closer look at 
things, investigate and evaluate more 
independently to inform their readers 
better." 

But it will take a sea change to alter 
the outlook of those who feel insecure 
with freedom. Whatever its rationale 
— national security, patriotic consid- 
erations or anything else — there is a 
great deal of self-censorship and con- 
formity in the Indian press, rooted bas- 
ically in careerist opportunism. There 
is nothing in the political firmament of 
India which dictates such an attitude. 
Ironically, these opportunists do not 
seem to realise even today that even 
Mrs Gandhi had more respect for con- 
sistency than for those who changed 
their tune at the drop of a hat. 

However, the highly favourable ap- 
preciation of the new administration’s 
attitude towards the press took some 
knocking at the end of April when 
Gandhi told a meeting of the All-India 
Newspaper Editors’ Conference: "The 
government as such has never under- 
stood the role that media are playing.” 


hanchal Sarkar, a freelance com- 

mentator and well-known cham- 

pion of press freedom, wrote 
in India's highest-cireulation daily 
newspaper, the Indian Express, on 12 
May: "This is disarmingly naive but 
not true. Governments, which mean 
politicians and bureaucrats, have been 
quite unambiguous in their understand- 
ing of the role media should play in 
India. 

"Radio and television, now paid for 
more and more by advertisements, are 
to be obsequious handmaidens; the 
press is to be hedged in by blandish- 
ments and indirect controls; and films 
(which are good for milking) are to go 
their merry trivialising way. That is 
the role cut out for the media." 

Sarkar's sharp reaction was in the 
context of Gadgil's scathing attack on 
the press on 27 April, accusing if of giv- 
ing distorted and one-sided news, and 
calling for a comprehensive communi- 
cations policy “that will indicate the 
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"within which the govern- 
ress, electronic media and 
i tors 'an play their assigned 









He — that freedom of the press 
was a constitutional mandate but it 
could not be allowed to degenerate into 
license, and. added that while in any 
democracy >the politicians were 
answerable to their electorate periodi- 
cally, the press was accountable only 
to its readership. 

Expressing the point of view that 
press freedom and a communications 
policy defining parameters for media 
operations are mutually exclusive con- 
cepts, widely syndicated columnist 
Kuldip Nayar commented: “We seem 
to be going back to the days when Mrs 
Gandhi said that those who did not 
have a ‘commitment’ were acting 
against the interest of the country. 
Some journalists then were described 
as ‘progressive’ because they w were pro- 


Officials maintain that the idea of a 
communications policy has come from 
some public figures including media. 
men — but they refuse to say who these 
are. In explaining why there should be 
a policy, these quarters do not go 
beyond what Gadgil has said on the re- 
cord. However, interviewed in a sepa- 
rate context before the controversy 
arose, Justice A. N. Grover, chairman | 
of the Press Council of India, knocked | 
down Gadgil's rationale. Grover said 
he considered the Indian press by and 
large a responsible institution per- 
forming reasonably well its role of in- 
forming the public. | 

With enormous moral but little coer- 
cive authority, the Press Council is a 
watchdog body created in 1978 by an 
act of parliament for "preserving the 
freedom of the press and maintaining 
and improving standards of news- 
papers and news agencies in India." 
The council has the powers of a civil 
court to summon witnesses and docu- 
ments but cannot punish anyone 
should its verdict be ignored — though 
no one has done so up to now. 

Although not a single newspaper or 
journalist has ever been punished 
under the Official Secrets Act, the 
council has called for its amendment, 
because, according to Grover, the law 
"is so perverse that anything including 
love letters can be classified as state 
secrets," The council has suggested 
amendments also to the laws on con- 
tempt of court and parliamentary 
privileges on the grounds that they are 
archaic and restrict press freedom. 

Until the rise of periodicals in recent 
years, the Indian press has been uni- 
formly drab, partly due to its defi- 
ciency in reporting "whys." Editors 
such as Malhotra blame it on 1. manage- : 











. uniformly outmoded and drab. 
'"hapar, for instance, asks what pre- 







casting their make-up, adopting a 
modern style of presentation and in 
eneral looking more attractive. 





guage acceptable to all regions, publi- 
cations in that language form an elite 
group that condescendingly describes 
its competitors in Indian languages as 
the “language press” as opposed to the 
“national press” — a term it reserves 
for itself. 
The “language press,” despite its 
‘much faster rate of growth and more 
han three-quarters share in total cir- 
‘ulation, trails far behind the English 
ress.in the range, depth and sophisti- 
cation of coverage. Its share in the total 





































indicative of the 
fast-changing’ out- 
look of middle-class 
Indians as the con- 


boom, which start- 


'spapers continue to multiply, the 
eriodicals claim more readers than 
he dailies. 
.N. Bhaskara Rao put it: "Unlike in 
Canada, dailies here are not losing to 
he magazines — at least not so far. But 
| day may come when the young opt for 
magazines in preference to 





























^ The growth of the periodicals has 
not been uniform either with regard to 
anguage or areas of specialisation. 
During the 25 years until 1979, the 
number of news and current-affairs 
magazines multiplied 12 times — 
though their birth and death ratio has 
been the highest of the print media. 

-< During. the past two: years, the 
periodicals' annual growth rate has ac- 
celerated. Similarly, during the five 
years prior to 1979, circulation of 


rt, religion, reee edt 
ind ocial welfare. : 


Many — inside. the. gifétessión. 
nink that the style of the newspapers 


rents the giant dailies from at least re- 


“Since English alone remains the tan- 


| Perhaps neue 
else is as strongly 


tinuing magazine 
ed a few years ago. 
. Although the daily 


As media consultant 


the 








Sports magazines jumped from only. 
90,000 to 440,000, women’s magazines: 
from 404,000 to 770,000 and children’s 
magazines from 140, 000 to 240;000. 
‘Magazines with the lowest growth 
tes tend to be those specialising in. 








Circul lation 
(million) 


advertisement revenue of the press is 
far less than it ought to be, considering 
its reach. 

RT English is pus mother 


hoes ME to. 1981 ——— by the 
Registrat of Newspapers, there are 75 
weekly, fortnightly and monthly 


magazines in the country with circula- 
tions of more than 100, 000. "The giant. 


daily newspapers tend to remain con- 
fined to certain regions because of the 
country's diversity of language. Since 


only English-language publications 


are able to bridge the regional lan- 
guage barriers faced by the- media, 
the predominantly English-language 
periodicals alone have developed a 
country-wide reach. 

Once dismissed by editors of the 
high-brow English-language dailies as 
“brash journalism," news and-current- 
affairs magazines are now brought out 
by nearly every major daily newspaper 
publisher. Notable recent additions 
have been the fortnightly Frontline by 
The Hindu; the weekly Herald Review 
by Deccan Herald; the weekly The 
Week by Malayala Manorama, and the 
recent revamping of the Illustrated 
Weekly of India by The Times of India 
group. 

Although the daily newspaper pub- 


_lishers who have recently jumped on 


the periodical. bandwagon see their 
magazines simply as spin-offs of their 
old operations, depending largely on 


the same staff for both publications, 


they seem to be taking their new ven- 
tures seriously. | 

They have been imped inte the 
field pa a by 








ee success. ‘of India d 


nant language in Vorher 


India, is highest, with 13,763,000 


| buyers, and Malayalam, the language 


of the southern state of Kerala, claims 
the third-largest share, with 4,535,000 
copies. 

These figures are a product of 
phenomenal growth between 1961 and 
1982. According to official figures, the 
number of newspapers during this 
period trebled, with English, Hindi, 
Urdu, Marathi, Malayalam and Tamil 
now claiming more than 100 dailies- 
each. 

The rate of diffusion is not indicated 
by these figures. Experts reckon that, 
on average, each copy of a newspaper 
in India is shared by three people. In 
several states, a common sight is 
push-carts loaded with newspapers 
stationed at street corners and renting 
out newspapers by the hour. Also, it is 
not uncommon for workers and peas- 


zines are now considered as pre- 
stigious as the major English-language 
dailies and, second, there is proven 
profitability in the market — though in 
terms of advertising revenue, the print 
media are having a rough time of it at 
the moment. 

Magazines such as India Today have 
not yet registered any decline in adver- 
tising-space sales. But some managers 
are not sure if their growth rates will 
remain unaffected by the slump before 
the end of the current fiscal year. The 
government-owned electronic media, 
which turned commercial recently, 
have laid claim to a large chunk of the 
budgets of advertisers, who are pre- 
pared to bribe their way into any TV 
time slot — especially a prime-time po- 
sition. However, print-media mana- 
gers hope that the pendulum will 
swing back in their favour when what 
they see as the TV novelty wears off. 

The rise of the periodicals coincided 
with two events — a clampdown on the 
media, particularly on the daily news- 
papers, during the 1975-77 Emergency, 
and the US Watergate scandal. Water- 
gate focused attention on investigative 
journalism and it quickly caught on in 
India, though it was suppressed during 
the Emergency. significantly, a 1975- 
76 decline in the circulation of daily 
newspapers coincided with an increase 
in the number of magazines. 





eprived of a full range and choices 
in news during the Emergency, In- 


dians turned to lighter reading and 


liked it. It was at this time that the 


magazines evolved a “box-office for- 
mula" 
bitofthatto suit as many 
sible. However, investigati ive e jgurnai-. 


— a little bit of this and a little 
ites as pos- 
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Some one to read it out to them. 

But given the low diffusion rate in 
the rural areas, the print media have 
concentrated in recent years on cater- 
ing to the rising demand from the 
upper levels of Indian society. Apart 
from four daily newspapers devoted 
entirely to business news, India has a 
large number of periodicals devoted to 
current affairs, cinema, TV and radio, 
science, education, agriculture, indus- 
try, women, fashion and other topics. 


survey has shown that front 
A» of dailies across the coun- 

try are devoted largely to poli- 
tics, agitation, tensions, crime and vio- 
lence. English dailies devote hardly 
15% of their total space to municipal 
orstate affairs and have a clear bias to- 
wards national and international news, 
which claims around 28% of space. All 
these dailies, along with their Hindi 
counterparts, are New Delhi-oriented 
compared at the other end of the scale 
with Malavalam and Marathi dailies, 





Indian magazines: 
a new look in journalism. 


Emergency rule ended. 

Another contributory factor 
was the failure of the dailies to assess 
the change that had come about in 
readership tastes during this period 
The dailies’ Sunday supplements once 
provided most of the country's leisure- 
time reading. But the readers were no 
longer satisfied with the non-topical 
and often drab, superficial analysis in 
the Sunday fare 

Rao said: “The size of the magazines 
is the only factor distinguishing them 
from the dailies because the contents 
of both are not significantly different, 
except that the magazines are more 
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news 


Heirs to both the British journalistic 
tradition and the campaigning jour- 
nalism of the colonial era, Indian 
editors’ preference remains the West- 
ern media's style of functioning. But 
several aspects of the functioning of 
the Western media remain ideals dif- 
ficult to achieve because of local 
realities. For instance, more often than 
not, the principle of editorial freedom 
is observed more in its violation. 

Although none of them admits it, 
editors with no proprietorial interests 
have little control over the appoint- 
ment, disposition or dismissal of staff 
or even over editorial space and expen- 
diture. Not many editors protest 
against proprietorial interference in 
editorial freedom. This has eroded the 
intellectual leadership of the institu- 
tion of the editor. 

The restricted editorial freedom is 
also partly responsible for the confor- 
mist ethos of the daily press. In addi- 
tion, a number of the major publica- 





visuallv oriented — the 
periodicals often use col- 
our — and they also carry 
a couple of in-depth re- 
views on current affairs. 
Astrology, cinema re- 
views, political gossip. 
cartoons, jokes, health, 
commercial reports, busi- 
ness reviews form a pack- 
age common to both. But 
the full appreciation of 
the principle of byline 
stories, and the import- 
ance they have given to 
social and political gos- 
sip, have helped the ma- 
gazines." 

However, crucial to the 
success stories of leading 
magazines such as India 
Today has been the en- 
trepreneurial skill and 
promotional efforts, 
coupled with modern 
editorial concepts and a 
fierce independence and 
aggressiveness — typified 
by the clash between India 
Today and the late prime minister 
Indira Gandhi. When ata press confer- 
ence in 1984 India Today's correspon- 
dent asked Mrs Gandhi's assessment of 
the performance of her Congress 
partv's general secretaries, especially 
her son Rajiv, Mrs Gandhi snapped: “I 
have read your magazine and you pub- 
lish a lot of dirt, some of it downright 


J 





anti-national. I am not opposed to, 


freedom of the press, but freedom does 
not mean writing things which are not 
in the national interest.” 

The magazine's publisher-editor, 
Aroon Purie, wrote in the next issue: 
"The phrase 'anti-national' is employ- 
ed by Mrs Gandhi with reckless aban- 


that look to the government for favours 
unrelated to publishing. So these 
papers, while fully conforming with 
the official line on important issues of 
foreign relations, become critical of 
major domestic issues only when their 
owners' business interests are in- 
volved. 

But since direct pressure only 
creates embarrassment, the establish- 
ment resorts to subtle management, 
Small papers owned by individuals are 
easily manipulated through careful 
regulation of government advertising 
— which has significant impact on 
their revenue. Major newspapers 
owned by companies accept govern- 
ment advertising mainly as a public 
service. 

The Indian Government is highly 
conscious of its image abroad. It often 
over-reacts — and crudely — when 
faced with the fallout of an intractable 
domestic situation. Following the fail- 
ure to resolve the continuing problems 


in Nagaland, Mizoram, Assam and now 


tions are owned by business houses - 





don during her sporadic and hysterical 
outbursts... In recent times, however, 
Mrs Gandhi has been using the phrase 
with growing indiscrimination and in 
reference to anything and anybody 
that remotely suggests criticism 
against her. The India-is-Indira slogan 
has come to acquire a dangerous and 
distorted message — any criticism of 
her is criticism of the country." 


Ithough the daily newspapers have 

started their own magazines to 
compete with the growing number of 
periodicals, thev still do not view them 
as much of an advance in Indian jour- 
nalism. The dailies ascribe the success 
of the periodicals to two factors. First, 
the rising prosperity of India's middle 
class has created a demand for glossy 
magazines to adorn their homes, and 
these people will buv any glossy 
magazine — the cheaper and glossier 
the better. 

Second, as Inder Malhotra of The 
Times of India argues, increasing pres- 
sures on the time urban readers have to 
absorb the news each day has created a 
readership which more often than not 
merely scans the dailies' headlines, 
These readers prefer to read a fuller ac- 
count of a running story once a week or 
fortnight rather than piecemeal each 
day. 

All the same, there is a growing ac- 
ceptance of the prognosis that having 
acquired a share in the dailies’ 
erstwhile monopoly on prestige and 
becoming increasingly prosperous, 
the periodicals are bound to force 
the dailies to be more lively. As 
India Today's associate editor Suman 
Dubey argued: “Sobriety and credi- 
bility do not mean badly written copy 
and shoddy news gathering.” 

— SALAMAT ALI 


A — — EA 





- 
' 
T 

" 

] 

J 


"e duis. dec 


e 
il -RASTI 


dam ^y 


Punjab, all these states have been 
closed to foreign reporters. Associated 
Press correspondent Brahm Chellani is 
still threatened with a long term in jail 
under the Anti-Terrorism Act for re- 
porting the killing by security forces of 
Sikh prisoners whose hands were tied. 

India's charge against the Western 
media — particularly New Delhi- 
based foreign correspondents — is that 
they tend to present it as a country of 
hunger, disease, riots and general 
chaos and do not pay a fraction of that 
attention to the country's achieve- 
ments. Al! the same, except during the 
1975-1977 Emergency, when they were 
leaned upon hard, the foreign corres- 
pondents have been left to their own 
devices. Those considered too critical 
are reminded in friendly chats that 
their host country is tolerant but not 
exactly armour-plated. 

But, on the whole, New Delhi re- 
mains the most popular media station 
in Asia after Japan and Hongkong. 
This is not only because the govern- 
ment does not make them feel unwel- 
come but also, being the capital of a 
democratic, free and friendly nation, 
New Delhi is a highly productive lis- 
tening post for the whole of South 
Asia. 

While foreign correspondents’ rela- 
tions with the government remain 
fairly relaxed, Indian journalists are 
frequently in skirmishes with au- 
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thorities from the highest to the lowest. 
Depending upon journalistic enter- 
prise, which is not uniform, the local 
press publishes exposes of corrupt 
politicians and sometimes criticises 
cabinet members, including the prime 
minister, albeit circumspectly. 

A notable instance is that of former 
associate editor of the Indian Express, 
Arun Shourie, whose report led to the 
prosecution of the former Maharashtra 
chief minister, A. R. Antulay. But such 
investigative journalism — like the 
espousal of the causes of the 
downtrodden — is an exception rather 
than the rule in daily journalism. 


ly for its enterprise. Apart from 
minor harassments, there have 
been cases of severe reprisals by local 
authorities, criminals and terrorists 
against individual journalists and 
newspapers. A number of journalists 
have been shot dead during the current 
troubles in Punjab. More recently, at 
the end of April, police in Ahmedabad 
went on a rampage, burned down one 
newspaper office, damaged another 
and beat up a number of journalists. 
Gadgil later told parliament that the 
action was taken because local jour- 
nalists had been "baiting" the police 
for a long time. 
All the same, coercion is not a notice- 
able facet of official dealings with the 


T he local press pays sometimes dear- 


Rivalry on the wire — 
but quality stays static 


By Mohan Ram in New Delhi 


ASI AN A major weakness 


of the Indian press 


nj EN | «| is its failure to pro- 
if li sad vide itself with a 
IN b self-reliant 


news 





vt service capable of 

TM T g independent inter- 
, i national coverage. 
PRESS None of its four 
Rd wire services — a 


luxury for a Third World country — 
can compare in international coverage 
with some of the better-known news- 
agencies of the non-aligned world, 
such as Cuba's Prensa Latina or 
Yugoslavia's Tanjug. 

After independence in 1947, Indian 
newspapers launched the Press Trust 
of India (PTI) to replace the Associated 
Press of India, which was a Reuters' 
subsidiary. In 1960, almost the same 
newspapers promoted PTT's rival, the 
United News of India (UND, in the be- 
lief that competition would make for 
greater objectivity, speed and quality. 

Both are non-profit ventures, offer- 
ing services in English (though the UNI 
started an additional Hindi service in 
1982 and the PTI is also about to start 





one). Buffeted between the two are the 
other two wires — Samachar Bharati 
and Hindusthan Samachar — which 
owe their existence to the govern- 
ment's drive to promote Hindi. They 
linger listlessly despite heavy sub- 
sidies. 

The newspapers want to get the ser- 
vice on the cheap. In 1979, out of some 
1,100 dailies only 454 subscribed to 
one or more wire services. Others 
perhaps depended on the state mono- 
poly All India Radio which has “dicta- 
tion speed” newscasts in English and 
Hindi for the small sheets. Newspapers 
spend less than 1% of their budget on 
news services, forcing the agencies to 
depend on non-newspaper subscrib- 
ers. Of the PTI's annual revenue of Rs 
65 million (US$5.3 million), subscrip- 
tions from newspapers account for 
only 30%. 

The government's radio network and 
the TV system are significant media 
subscribers, together accounting for 
Rs 4 million a year. The rest of the re- 
venue came largely from private sub- 
scribers (notably banks and business 
houses) and from subsidiary services, 


press. The government does not use its 
enormous power to force compliance 
with its desires, though some object to 
New Delhi's power to clearthetitle of a 
new publication and the state govern- 
ments' authority to permit their publi- 
cation. But so far none has cited a 
single instance of political or other dis- 
crimination in this matter. 

No paper has ever been banned, even 
during the Emergency, though some 
suspended publication then, because 
under censorship they could not have 
functioned to any meaningful purpose. 
Similarly, though newsprint consti- 
tutes up to half the cost of production 
— while news gathering is less than 1% 
— and New Delhi rations out the com- 
modity, there has never been a single 
case of any publication being denied 
its newsprint quota. 

With increasing literacy, a steadily 
expanding private sector — with a 
consequent increase in advertisement 
support — growing urbanisation and 
expanding individual incomes, the In- 
dian press has a bright future. With 
time, the current pressures to conform 
are bound to wane provided Indian 
democracy is not derailed. Publishing 
giants such as Bennet Coleman and 
Co., which publishes The Times of India, 
command a total circulation of much 
more than 2 million. The firm already 
is more profitable than any single busi- 
ness ventures of its major owners. 


including features and commercial 
news services. 

The government's influence over the 
agencies is out of all proportion to its 
contribution by way of subscriptions. 
It subsidises the stationing of corres- 
pondents abroad. And yet PTT's net- 
work of correspondents remains small 
— 11 staffers and 23 part-timers — 
while the sole UNI staffer abroad 
covers the Gulf area, with stringers ina 
few world capitals. 

The PTI has staff correspondents in 
all South Asian countries except Bhu- 
tan and Maldives, but its Southeast 
Asian presence is limited to Kuala 
Lumpur. The agency hopes to have 
correspondents in Manila, Jakarta and 
Bangkok soon. To acquire a better 
Third World image, it also proposes to 
cover Latin America and the Carib- 
bean from Mexico City and step up its 
African presence (now limited to 
Nairobi). 


he international coverage of the 

two major Indian wire services is 
meagre. The PTI’s package includes 
the services of Western newsagencies 
(Reuters, Agence France Presse and 
United Press International) while the 
UNI distributes the Associated Press. 
the Deutsche Presse Agentur and the 
Agenzia Nazionale Stampa Associata 
(Ansa) services. (Indian newspapers 
are not allowed to subscribe directly to 
foreign wires.) 
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In a study shown to the REVIEW, Dr 
N. Bhaskara Rao, chief of the Opera- 
tions Research Group — a market re- 
search organisation consulted by many 
publishers — has identified an area of 
increasing vulnerability for the Indian 
print media. According to his esti- 
mates, the current total circulation of 
more than 51 million is projected to 
rise to 98-127 million by the year 2001. 
Even that would not represent expo- 
sure to more than a quarter of the 
country's adult population. The cur- 
rent annual business turnover of Rs 4 
billion (US$325.2 million) would rise 
to Rs 9-12 billion at current prices. 

But the current newsprint consump- 
tion of 492,000 tonnes per year — 
300,000 tonnes of it imported — would 
rise to 940,000-1.1 million tonnes. Rao 
expects that this will force the news- 
papers either to cut the number of 
pages or reduce the frequency of is- 
sues, because even with all possible ef- 
fort to step up domestic production of l 
newsprint, India would not be able to ' | 
meet wens quarter of the annuale- || I$laNAS Of modern technology 


mand locally and would be reluctant to 


—— as much as the press would in E Sea of backwardness 


At present, locally produced 
newsprint is of poor quality and is 
almost twice as expensive as the 
imported variety, even with all duties 
and handling charges taken into ac- 
count. 





India has a few is- | Calligraphers can write the pages 
lands of modern | more quickly than they can be type- 
~| technology that | set. Offset printing being uneconomic 
| flourish in an | for small runs, most Urdu papers are 
| ocean of back- | printed by the lithographic process. 
wardness. It is one The introduction of photosetting | 
of the few coun- | promises a revolution in the news- 
The PTI operates the non-aligned > 15 | tries to have built | paper industry. For most languages it 
newsagencies' news pool of more than PRESS and launched | is faster, more efficient, and in the 
50 agencies, a good number of them | | AM Fh satellites intospace | long run cheaper to use the photoset- - 
controlled directly by governments. and is among the first to use a | ting process. Indian-language news- 
The quality and credibility of much of multiple-application satellite for | papers rather than those in English 
the pool copy is poor and yet it is get- communications, meteorology and | have shown a preference for phétoc) 
ting increasing play in the Indian geological prospecting. But the bul- | setting. Photosetting machines in the 
press. Indian newsagencies generally lock cart remains the most reliable | past have been difficult to get as 
take the Third World position on form of transport in the sprawling | India does not manufacture its own, 





North-South issues and broadly sup- countryside. though that will change with the re- - 
port the Indian Government's foreign The contrasts are as glaring in the | cent easing of import restrictions. 
and domestic policies. technology used by the Indian news- | The older newspapers have the addi⸗ 
During the 1975-77 Emergency, paper industry. India publishes | tional problem of union resistance to 
India had visions of providing the nu- newspapers in 84 languages, includ- | the redundancy the changeover 
cleus of a Third World newsagency. ing Arabic, Chinese and Swahili. The | would cause. ^ 
Under threat of withdrawal of sub- Hindu, an English-language daily in Tt 


scriptions, the four Indian wire ser- Madras, pioneered the facsimile edi- mall newspapers (with print runs 
vices were forced to merge into one so tion 20 years ago, allowing simul- of less than 15,000) are still the rule. 
that India’s claim to leadership of the taneous publishing in other southern | Many are printed with obsolete 
non-aligned newsagencies could be Indian cities. But with the advent of | machinery with the attendant limita- 
strengthened. But with the political the satellite, The Hindu is planning | tions on layout, design and the use of 
change in 1977 — after then prime an edition from New Delhi, more | colour. Colour printing essentially 
minister Indira Gandhi's Congress than 2,000 km away. No other paper | belongs to the periodical press which. 
party was defeated — the new govern- has ventured into facsimile editions. | has taken to the offset process gradu- 
ment undid the merger. The Indian Express is published in 11 | ally. Dailies have lagged behind so 
Four agencies are better than a cities but its operations are not cen- | far. | 
monopoly, but they can maintain their tralised — typesetting is duplicated To protect the domestic manu- 
independence and objectivity only if in each city. facturers, India restricts the import 
they are commercially viable. News- Typesetting technology ranges | of low-speed machinery, which has 
paper publishers who run the two from photocomposition (setting type | inhibited the switchover to offset 
major newsagencies want the bulk of on film) to hand-setting and even —— But the offset revolution is 


their revenues to come from those handwriting. India publishes more | just beginning and, with it, a percepti- 
other than themselves. Whatever com- than 120 dailies in the Urdu lan- ble change in layout and design. The 
mercial viability the two major agen- guage, which has been slow to deve- | use of colour may put an end to the 
cies have is on account of non-news- p movable type because of its com- | dullness for which Indian news- 
paper revenue, which is not an ideal plicated script. So most Urdu dailies | papers are generally known. 
situation. are produced without the use of type. — MOHAN RAM 
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INDIFFERENCE 


he Indian press tends towards 

political conformism, and one 
area where this is noticeable is in 
its critical stance towards the 
Western press. This is more for 
nationalistic rather than profes- 
sional reasons. 

The Indian press sees New 
Delhi's stewardship of the cam- 
paign against "information col- 
onialism" not merely as an un- 
avoidable concomitant of its pre- 
eminence in the non-aligned 
forum but also as the staking of 
a claim to a role it will even- 
tually play on the world media 
scene, 

The so-called new world infor- 
mation order was first spelt out by 
Unesco, which accused the big 
transnational newsagencies of 
Western bias and tending only to 
report negative events from the 
Third World. Unesco, with the 
backing of the Soviet bloc, has 
proposed an international code of 
ethics for journalists which West- 
ern critics see as an attempt to “li- 
cence" correspondents, leading to 
Washington's decision to leave the 
UN agency. 

But ironically, despite India's 
support for the new world infor- 
mation order and charges against 
the Western press of ignoring or 
even misrepresenting the develop- 
ing world's problems, there is no 
evidence in the Indian press of any 
positive projection of the develop- 
ing world. 

The treatment of the news from 
the Third World is no different 
from that of Western newspapers. 
Even the government-run TV net- 
work uses mostly footage from the 
West and only rarely any from 
non-aligned or communist coun- 
tries. 

“You can report only so much of 
development, environments and 
what have you. You cannot make 
your readers read much of it," one 
editor commented. Another editor 
said: “There is no objection to 
using any version from any Third 
World country's wire service pro- 
vided the copy reaches me in time 
and matches in professional qual- 
ity the material from the transna- 
tional agencies. 

"But I cannot withhold news of 
major events like coups and evalu- 
ation of their implications merely 
because their excellencies have 
not yet made up their mind on 
when and how to announce it. I 
have deadlines to meet and must 
think of my competitors." 

— SALAMAT ALI 
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PANA INHA 


State maintains tight 
grip on broadcasting 





When former prime 
minister Indira 
Gandhi was assas- 
sinated on 31 Oc- 
tober 1984, All 
India Radio 
did not report it for 
some six hours, 
though the wire ser- 
vices had already 


ASTAN 


(rs ai 
A 
PRESS 
broken the story, and people across the 


country were tuning in to the British 
Broadcasting Corp.'s (BBC) world ser- 


vice for the latest news from New 
Delhi. The reason for the delay was 
that AIR did not have official clear- 
ance to report the event. Still, AIR 
scrapped all the other programmes and 
transmitted mournful music, Soviet- 
style, until clearance was given. 

As in most developing countries, 
India's broadcast media is a tightly 
held state monopoly. Radio broadcast- 
ing began in 1927 with two private 
transmitters, one in Bombay and the 
other in Calcutta, but the British colo- 
nial rulers took them over in 1930 — 
banning private broadcasting. After 
independence in 1947, India's new 
leaders saw no reason to give up the 
monopoly, though the 1950 Constitu- 
tion guaranteed free expression. 

Even when the Congress party was 
dislodged from power for the first time 
in 1977 its opponents, who had been 
calling the broadcasting system “All 
Indira Radio" after Mrs Gandhi, saw 
no reason to allow the broadcast media 
to become autonomous of government 
control. This was despite the recom- 
mendation of a committee appointed 
by the new government that the broad- 
cast media be run by corporations, and 
not by government departments. Thus, 
every government in India has used the 


(AIR) | 


4 e 


Mrs Gandhi: surrounded by newsmen. 











broadcast media to 

AIR reaches 90% of the country's 
population and 79% of its area, and is 
the prime source of information and 
entertainment especially since the 
advent of cheap radio sets and transis- 
torised receivers. The number of 
licensed sets rose to 20 million in 1979 
from 2.14 million in 1966 while, de- 
spite a rising literacy rate, daily news- 
paper circulation rose to only 13.2 mil- 
lion from 5.3 million during the same 
period. Until March 1985, license fees 
for receivers and limited advertising 
revenue financed the operation. But 
with the license fee now scrapped, AIR 
is run with government funds and ad- 
vertising revenue 

AIR has its own news service but also 
subscribes to other Indian wire ser- 
vices, which disseminate news from 
transnational agencies. The radio 
monopoly puts out 68 bulletins over 10 
hours and eight minutes each day in 19 
languages, including English, on a na- 
tional hook-up. In addition, 43 region- 
al news units put out 123 bulletins 
dailv in some 60 languages and dialects 
over 16 hours and 18 minutes, In its ex- 
ternal services, AIR broadcasts 63 bul- 
letins from New Delhi, Bombay, Cal- 
cutta and Madras in 24 languages over 
eight hours and 28 minutes 


promote itself. 


1 naddition to news, news analysis, com- 
mentary and discussions of topical 
issues are broadcast every day. Jour- 
nalists and academics who generally 
conform to the official point of view 
write broadcast scripts and participate 
in aired discussions to lend legitimacy 
to the state-directed operation. 

The monopoly devotes 36% of its 
broadcast time to music. In addition, a 
self-contained service of popular en- 
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sent there are 29 commercial broad- - 
ing centres. Stations are permitted | 
regional variations depending on the 
local linguistic groups to be served. 
Commercials on the national network 
began i in April 1982.. | 

*In addition, AIR has programmes: for 
special audiences such as farmers, 
rural women and the armed forces. 
And separate transmitters in New 
Delhi, Calcutta, Hyderabad, Jammu 
and Srinagar broadcast programmes 
for youth. 

Television, also a state monopoly, is. 
a relative newcomer to India. Begin- 
ning with an experimental station in 
1959, it reached only 19% of the popu- 
lation over 7% of the country by early 
1984. Today every town is seeking a TV 
station, which has. become a status 
symbol. With the first of two planned . 
Indian National Satellite System. 
(Insat) broadcast satellites now in 
orbit, Doordarshan, as the country's 
TV system is known, now reaches 70% 
of the population. India introduced | . 
colour TV in 1982 as a spin-off of the | : 
Asian Games staged in New Delhi that. 
year. The Insat will facilitate expan- 
sion of colour services. The number of 
TV receivers in the country increased 
102.1 million in 1982 from 1.6 million a 
year earlier. 

The TV is primarily an entertain- 
ment medium in India, and viewers 
tend to turn their sets off during the 
news or when various ubiquitous poli- 
tical VIPs appear on the screen to dole 
out homilies. Entertainment program- 
ming, except that which is imported 
from abroad, is not very good in qual- 
ity. The TV station in Bombay finds 
that some 'of its viewers prefer pro- 
grammes broadcast from some of the 
Gulf states, and in Punjab people 
sometimes tune in to Pakistan TV. In 
Calcutta and northeastern India, 
Bangladesh TV offerings are some- 
times preferred to the Indian fare, and 
in the deep south, Sri Lankan TV is 
popular with viewers. Advertising re- 
venues have helped improve the qual- 
ity of Indian TV entertainment pro- 
grammes somewhat. Sponsored pro- 
grammes have facilitated the telecast 
of such popular events as cricket 
matches. 

The predictable result of the mono- 
poly situation is low credibility of the 
electronic media because state-owned 
radio and TV are no different from 
state-owned newspapers. During the 
1975-77 Emergency, with the print 
media under strict censorship, no one 
believed AIR's news broadcasts. Even. 
in normal times the BBC, which beams 
news bulletins and programmes to | 
India in English and in some indian 
languages, has a big fol i Bau 








This space is reserved for 
management appointments 

















| 4 rchitect ı or Engineer) 


The World Bank, à leading international institution in the field of economic. 
development, with Headquarters in Washington, D.C., invites applica- 

tions from qualified candidates for the poser of Field Facilities Special-.. 
ist. 


The position is- locates in the Facilities Planning and Design Division of 

the Bank and involves the management of projects in support of the - 

Bank's field offices and staff housing in countries where Resident Mis- 
sions are maintained. Specifically, the successful candidates will be 

required: 

a) to assess, evaluate, and pursue opportunities for the acquisition: 

of office and residential space under appropriate arrangements . 

(including lease, purchase, and. turnkey construction); 2 

b) to provide architectural and engineering concepts and stand- 

ards for design, specifications, furniture, furnishings, and: equip: 

ment; ^. 

C) to develop documentation int preparation for international com- ; 

petitive bidding, establish bid analyses and evaluations, and 

conduct negotiations relative to contracts worldwide. 


Applicants should have à university degree: in architecture, structural or 
civil engineering. A Master's degree in architecture, engineering, or 
administration and working knowledge of French would be highly desir- 
able. The candidates should also possess thorough familiarity with all 
aspects of office building design: and construction. Moreover, the incum- 
bent should have at least. ten years’ construction management experi- 
ence in commercial.or institutional preci did considerable exposur 


to developing countries. 















































The World Bank. offers. a competitive. salary and benefits packat € 
Although the position is based at the Bank's headquarters in Washingto 
D.C., occasional travel, lasting. several weeks, may be required. Pleas 
send a detailed curriculum vitae. quoting. reference no. 54-UKG-0207 


The World Bank . 

Staffing Division - 

Personnel Management Department 
1818 H Street. NW... 

Washington. D. C 20433 




















Reservations should be addressed to: 


General Sales Manager 
Far Eastern Economic Review. 
7th Floor, Centre Point | 
. 18I- 185 Gloucester Road 
 GPOB Box 160, Hongkong - 
Tek: 5.73 301 
"Telex: 62497 REVAD HX P 
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Compromise, or the 
slide towards war 


S ince Vietnam's invasion and oc- 
cupation of Cambodia, Thailand's 
policy has been aimed at orchestrating 
an overwhelming correlation of politi- 
cal, diplomatic, military and economic 
forces to pressure the former out of 
Cambodia. One of the underlying as- 
sumptions of this policy is that while 
the policy's real or potential benefits 
are immense (debilitation, isolation, 
humiliation and defeat of the tradi- 
tional enemy), the costs which have 
arisen or may arise therefrom are small 
and hence tolerable. 

Indeed, one could say that for almost 
six years this assumption was proved 
to be largely well-founded. The Viet- 
namese, of course, remain in Cambodia 
but have been vilified, weakened and 
outcast, while Thailand’s political, 
diplomatic and strategic position both 
in the region and in the international 
community has been greatly enhanced. 
The differences between Thailand 
circa 1975 or 1978 and Thailand of the 
present are considerable and self-evi- 
dent to most observers. But in the light 
of the developments during the past 
dry season campaign in Cambodia, one 
may have to revise this comforting as- 
sumption. Thailand is likely to be 
faced with mounting difficulties in the 
dry-season campaign in Cambodia, one 
find itself on a slippery slide towards a 
war with Vietnam which the Thais do 
not want and cannot win. First let us 
examine the developments which have 
taken place. 

Unlike in the previous dry season 
when their offensive began late and 
seemed rather half-hearted and ill-di- 
rected, this time round the Vietnamese 
appear to have put their faith in the 
sword. Beginning with the assault on 
the Khmer People's National Libera- 
tion Front (KPNLF) camp at Nong 
Chan as early as mid-November 1984, 
their forces in a period of four months 
have managed to capture or destroy 
most of the Khmer resistance groups' 
strongholds which straddled the Thai- 
Cambodian border, including the 
KPNLF's headquarters at Ampil 
(January 1985), the Khmer Rouge's 
main bases in Phnom Malai (February 
1985), and the Sihanoukist headquar- 
ters at Tatum (March 1985). 

No outsiders can be certain but ac- 


cording to the evidence available, the 


Vietnamese seem to be in the process of 
implementing a new, more aggressive 
and coherent strategy, as partially out- 
lined by Gen. Le Duc Anh, command- 
er-in-chief of the Vietnamese forces in 
Cambodia and Politburo member, in 
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the army review in December 1984, 
which requires them: 

» To launch large-scale attacks 
against the Khmer resistance on the 
"border front" by using both armour 
and artillery and by entering Thai ter- 
ritory if need be. 

» To exert pressure on or, if possible, 
seal off all channels of supplies to the 
latter by holding and reinforcing most 
of the territorial gains they have made 
and again by entering Thai territory 
when deemed necessary and appro- 
priate. 

» To force a "solution" of the Cam- 
bodia problem by a certain date, 
perhaps some time in 1987, by pacify- 
ing the "inland front" and freeing it 
from resistance penetrations. 

The Vietnamese implementation of 
this strategy is not only the reflection 
but also a further cause of the continu- 
ing failure of diplomacy. The earlier 
attacks on the KPNLF and Khmer 
Rouge prompted the Asean countries 
to take a more hard-line approach as 
evident during their foreign ministers' 
special meeting in Bangkok on 11-12 
February 1985 which called on the in- 
ternational community to provide 
military aid to the Khmer resistance 
and held forth the prospect of more 
(and more open) Asean military aid to 
the latter. 

Similarly, the Vietnamese incursion 
into Thailand's Surin Province as a 
part of their assault on Tatum in March 
1985 provoked strong responses from 
the Thais who deployed their air power 
extensively over the combat zone and 
threatened retaliatory raids or, in the 
official language, "offensive defence 
operations." Clearly, with the presence 
of up to 11 Vietnamese divisions on 
their border and in the aftermath of the 
biggest Vietnamese incursion since the 
invasion of Cambodia in 1978-79, the 
Thais are in no mood to negotiate or 
compromise. 

Although in the weeks immediatelv 
before and after the fall of Phnom 
Malai there were frequent mentions of 
possible breakthroughs, there is no 
substantive proof that the diplomatic 
deadlock is likely to be resolved in the 
near future. In fact one might even 
argue that, given the military situation 





M. R. Sukhumbhand Paribatra is the 
director of the Institute of Security and 
International Studies, Chulalongkorn 
University, Bangkok. 
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Chinese President Li Xiannian in Bangkok. 


in Cambodia, the trend is towards an 
even more extended impasse: the Viet- 
namese have won certain battles but 
not the war, and by failing to destroy 
the resistance and forcing them to 
move into the "inland front" and ope- 
rate fully as guerillas, the Vietnamese 
may well find that their military "suc- 
cesses" during the 1984-85 dry season 
constitute only the beginning of an up- 
hill struggle to pacify the country. 


hat are the consequences of these 
developments for Thailand? In the 
first place, the resistance strongholds 
on the Thai-Cambodian border which 
have acted as a sort of buffer for Thai- 
land in the preceding vears are no 
more. Now Thai and Vietnamese 
troops are deployed face-to-face along 
the length of the border. Southeast 
Asians' ingenuity for conjuring up à 
modus vivendi where none seems 
likely should not be underestimated 
and the possibility of local "truces" 
such as the one brought about in Jan- 
uary 1985 after the fall of Ampil, 
should not be dismissed out of hand. 
But the juxtaposition of the military 
forces of the two rivals whose history 
of enmity is indeed a long and bitter 
one, is in itself a highly volatile and 
dangerous situation, especially given 
that the Vietnamese are likely to at- 
tempt to hold and consolidate what 
strategic territorial gains they have 
made during the 1984-85 dry season. 
Secondly, the Vietnamese offensives 
have forced well over 200,000 Khmers 
to flee into Thailand, many of whom 
are reputed to be armed guerillas. As 
evident from recent confusing and 
conflicting Thai official statements 
concerning their future, the influx of 
these "refugees" presents the Thai 
Government with an unenviable di- 
lemma: on the one hand, their con- 
tinued presence would entail a great 
security burden, both in terms of con- 
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trolling their activities and in terms of 
safeguarding them against possible at- 
tacks by Vietnamese forces, which in 
particular may be greatly tempted to 
deal with the 5,000 or so Khmer Rouge 
said to have sought sanctuary on Thai 
territory after Phnom Malai; on the 
other hand, a policy of “voluntary” re- 
patriation not only would tarnish 
Thailand's good international image 
but also is likely to provoke strong 
Vietnamese responses, as in June 1980. 
Thirdly, as a result of the recent ad- 
vances by the Vietnamese forces, Thai- 
land has been put in a “no win” situa- 
tion as regards the future of the Khmer 
resistance: no matter how well the lat- 
ter fare in the next dry seasons (that is, 
unless they perform a “miracle” and 
drive the Vietnamese out of Cam- 
bodia), Thai security is likely to be ad- 
versely affected. If they fail to mount 
effective guerilla attacks on strategic 
targets, especially the relatively vul- 
nerable Routes 5 and 6, then their in- 
ternational credibility and Thailand's 
policy, which is predicated on the pre- 
servation and enhancement of that 
credibility, will inevitably suffer, 
Furthermore, if the guerillas fail to 





€ China's threat to deliver a 
second lesson is beginning to 
sound like a bad bluff and in 

this sense the Chinese 
president's visit in March 1985 
was no more than a cheap 
substitute... 


engage the bulk of Vietnamese forces 
in security operations inside Cam- 
bodia, then the latter will be able to 
reinforce their positions along the 
Thai-Cambodian border, put more 
pressure on the supply points for the 
Khmer resistance and coerce Thailand 
when necessary and appropriate. On 
the other hand, if the resistance groups 
can accomplish what they boast, and 
the Thais believe, they could do, that is 
creating havoc and destruction for the 
occupation troops, then Vietnam may 
have to strike massively and decisively 
at the supply points most of which, as a 
consequence of the loss of Khmer 
strongholds, are likely to be on Thai 
territory or near the Thai-Cambodian 
border as to make little difference, 
Thailand may become a victim of the 
kind of military logic which precipi- 
tated the American attempts to close 
the Ho Chi Minh Trail during the Viet- 
nam War. 

If the foregoing analysis is correct, 
then during the next dry season or two, 
one can expect increased border ten- 
sion; more Thai-Vietnamese clashes, 
accidental or otherwise; a greater 
number of Vietnamese incursions, 
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perhaps backed by air power and 
penetrating 10-15 km into Thai terri- 
tory at some points, and some retalia- 
tions, as already threatened in March 
1985, by the Thai armed forces. If this 
type of scenario eventuates, war, in- 
tended or otherwise, is a possibility. 
For those who are still complacent, it 
should be pointed out that, on the evi- 
dence of their showing during the 
Surin border incident in March 1985 
and the Trat incident in May 1985, the 
Thai armed forces’ capacity to render 
an effective defence against Vietnam- 
ese attacks and to repel Vietnamese 
troops dug in on Thai territory can be 
considered at best uncertain. 


hus, the implications arising from 

the turn of events in the last dry sea- 
son are serious indeed. Furthermore. if 
three other factors are taken into ac- 
count, then the gravity of the situation 
is even more pronounced. The first is 
the decline in the usefulness of the 
"China card": with perhaps 7-800,000 
Vietnamese troops now  guarding 
the Sino-Vietnamese border, China's 
threat to deliver a second lesson is be- 
ginning to sound like a bad bluff and in 
this sense the Chinese president's visit 
in March 1985 was no more than a 
cheap substitute for the lesson which 
was never brought about and probably 
cannot be brought about without dis- 
astrous consequences on the Chinese 
armed forces. 

The second is the impending Thai 
purchase of F16A aircraft: this may en- 
hance Thai deterrence and war-fighting 
capabilities in the short run, but it may 
also provoke Vietnam further in the 
immediate term and prompt the Soviet 
Union to provide it with àn "essential 
equivalence" in weaponry in the long 
term. The third factor is the US house 
of representatives' decision to provide 
the non-communist Khmer resistance 
with US$5 million in aid which is to be 
dispensed by Thailand “as it sees fit.” 
Again thisis likely to provoke Vietnam 
unless it is accompanied by other, 
longer term measures designed to set- 
tle the Cambodia conflict. 

For Thailand the case for managing 


conflict and seeking peace was never 


stronger. No effort should be spared to 
reactivate meaningful dialogues with 
Vietnam as well as to identify and at- 
tempt new approaches which should 
include a reappraisal of the Thai policy 
towards the Khmer Rouge and en- 
couraging “proximity talks” between 
the other warring factions in Cam- 
bodia. Appeasement, like brinkman- 
ship, is highly dangerous and should be 
discouraged, but what is needed here is 
a degree of flexibility, a degree of vi- 
sion to re-examine some of the past as- 
sumptions and to avoid the catas- 
trophe that is certain to come in the dry 
seasons ahead. u 





The region's leading exhibitions 
—— a M ea eN showcase 
each industry in an 
environment 


conducive to good 


business. 


If you think you'd like to show up 
or if you have cts you'd like 
to show oft — contact us and 
we'll give you full details. 


ComputerAsia85 14 — 17 August 


The Systems Event for S E Asia 


MachineAsiaB5 23-27 september 
The 6th S E Asian Industrial Fair & 
Conterence 


WoodmacAsia85 

23 — 27 September 

The 2nd S E Asian International 
Forestry, Woodworking & Furniture 
Supplies Show & Conference 


ChemAsia85 3 — 6 December 
The 4th Asian International Chemical 
& Process Engineering & Contracting 
Show & Conference 


Offshore South East Asia 86 
28 — 31 January 


The 6th Asian Petroleum Show & 
Conference 


CommunicAsia86 o — 12 Apr 
The 4th Asian International 

Electronic Communication Show & 
Conterence 


InfotechAsiaB6 » — :2 Apri 
The 2nd S E Asian Business, Office 
Communications, Hardware & Software 
Show 


Food &HotelAsiaB6 :s — 16 May 
The 5th S E Asian International 
Exhibition of Food, Drink, Processing. 
Hotel, Shoptitting, & Catering 

Equipment with Salon Culinaire 


MetalAsia86 1s — 22 November 
The 4th Asian international Machine 
Too! & Metalworking Show 
AutomAsia86 :a — 22 November 
The 3rd S E Asian International 
Automated Manutacturing Technology 

& Robotics Show & Conference 


InstrumentAsiaB7 14 — 17 January 
The 3rd S E Asian Instrumentation, 
Control, Measurement & Testing 

Show & Conference 


ProPakAsia87 B — 11 April 
The 2nd International! Food 


Processing & Packaging Technology 
Exhibition & Conference for S E Asia 


All shows are held at the World 
Trade Centre Singapore. 
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No more Evil Empire 


The Reagan administration says it does not want to ‘bleed’ 
the Soviets in Afghanistan, opening the way to a settlement 


By Nayan Chanda in Washington 
I: a significant policy move, the US 

administration of President Ronald 
Reagan has told Indian Prime Minister 
Rajiv Gandhi, and through him Mos- 
cow, that Washington is not interested 
in bleeding the Soviets in Afghanistan 
and would like to see a political solu- 
tion worked out through the United 
Nations. Indian Foreign Secretary 
Romesh Bhandari, who was with Gan- 
dhi during his recent US visit, left the 
prime minister's party to fly directly to 
Moscow to convey Washington's latest 
position on Afghanistan. 

Highly placed diplomatic sources 
and administration officials told the 
REVIEW that during his talk with Gan- 
dhi, Secretary of State George Shultz 
presented a four-point US policy plan 
on Afghanistan. The new approach 
was reportedly adopted after a major 
review of US policy on Afghanistan, 
conducted by the administration prior 
to Gandhi's visit. Although officials 
are tight-lipped about details of 
Reagan or Shultz' talks with Gandhi, 
the four points were: 

» The US is not interested in bleeding 
the Soviet Union and believes that à 
political settlement in Afghanistan is 
good for all concerned. 

» The US is ready to support and take 
an active part in the UN effort to find a 
political solution. 

» The US recognises the Soviet secu- 
rity interest in Afghanistan and would 
like to see a non-aligned government 
there. 

» The US will insist on a clear time- 
table for Soviet troop withdrawal as an 
essential part of a political settlement. 

On occasions in the past, US officials 
have denied charges that the US was 
"fighting the Russians to the last Af- 
ghan" but have refrained from giving 
any assurance. Meanwhile, US covert 
assistance for the mujahidee resist- 
ance had jumped from US$120 million 
in 1984 to US$280 million in 1985. 

As one administration official 
pointed out, the US statement to Gan- 
dhi was the first White House—level af- 
firmation of a policy emphasising set- 
tlement rather than confrontation. 
While Washington is not expected to 
reduce its support for the mujahidee 
prior to any settlement — nor is its as- 
surance likely to be embraced by Mos- 
cow — sources said that an unambigu- 
ous statement saying that the Reagan 
administration is not interested in 
bleeding what it once called the "evil 
empire" is a significant step for- 
ward. 

The administration's presentation 
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on Afghan policy was judged to be 
significant enough for Gandhi to have 
despatched his foreign secretary to 
Moscow. In the past, India stubbornly 
refused to play the role of mediator in 
the Afghan question as it considered 
the positions of the concerned parties 
irreconcilable and inflexible. 

Indian optimism about the possibil- 
ity of a settlement was, however, first 
sparked by what Mikhail Gorbachov, 
secretary-general of the Soviet Com- 
munist Party, told Gandhi during his 
visit to Moscow in late May. According 





ven] for Near Eastern and 
South Asian Affairs 
Richard Murphy, and a four-man 


to Indian officials, Gorbachov spent a 
good deal of time discussing the Af- 
ghanistan issue with Gandhi and 
seemed to convince the latter of serious 
Soviet interest in negotiations. In 
particular, Gorbachov agreed to link a 
timetable for Soviet troop withdrawal 
with cessation of foreign support for 
the mujahidee. 


j n the past, Moscow has insisted on ces- 
sation of “foreign interference” as a 
pre-condition of any bilateral agree- 
ment with the Soviet-backed regime of 
Afghan President Babrak Karmal 
leading to a troop withdrawal. Moscow 
also appears to have impressed Gan- 
dhi, as Gandhi told a US TV inter- 
viewer that "they [Soviets| would ac- 
cept a neutral, non-aligned Afghanis- 
tan." 

Interestingly, the Soviets are also 
believed to have given similar indica- 
tions to special UN envoy Diego Cor- 
dovez during his preparatory trip to 
Kabul in May. Sources said that it was 





specific Soviet commitment to accept 
a linkage between troop withdrawal 
and the cessation of foreign support for 
the resistance that persuaded Cor- 
dovez to schedule a fourth round of 
proximity talks in Geneva for late 
June. After the failure of the last round 
in August 1984, Cordovez had refused 
to arrange any more sessions unless the 
parties showed flexibility. 

Although no progress was made on 
the central question of Soviet with- 
drawal, Pakistan and Afghanistan re- 
portedly reached agreement on a draft 
linking the four issues under discus- 
sion: an end to intervention and inter- 
ference: the return of Afghan refugees 
sheltering in Pakistan; a Soviet troop 
withdrawal, and international peace 
guarantees. The fact that another 
round has already been scheduled for 
27 August is also seen by US analysts 
as a hopeful sign. 

A US State Department source told 
the REVIEW that the impression Gandhi 
carried from Moscow 
about the Soviet interest 
in a political settlement 
was in line with what 
the US has been hearing 
of late. “For the past few 
months we have been 
getting that message 
through a variety of 
sources. We are cer- 
tainly interested in 
exploring how serious 


they are.” The first at- 
tempt at such ex- 
ploration, however, did 
not yield any re- 
sult, 

The first formal US- 
Soviet talks on Af- 


ghanistan in three years 
— held in Washington 
on 18-19 June between 
US Assistant Secretary 


Soviet delegation including Yuli Alek- 
seyev, chief of the Middle Eastern De- 
partment of the Soviet Foreign Minis- 
try — were officially described as 
“frank and businesslike.” But they re- 
portedly did not yield any sign of 
change in the Soviet position. “What 
struck us most,” a source familiar with 
the talks said, “was the timelessness of 
it all. The Soviets did not seem to rec- 
ognise the growth of the resistance and 
the failure of the Karmal regime to 
consolidate itself." However, the US 
does not appear to be discouraged, be- 
cause these were, after all, talks and 
not negotiations. 

While the US is cautiously optimis- 
tic about Gorbachov adopting a more 
realistic policy in Afghanistan, its 
hope of a political settlement seems 
based more on the stalemated military 
situation. The Soviets inflicted heavy 
losses on the resistance in their spring 
offensive but at the same time they 
took a serious beating. Oo 


18 JULY 1985 e FAR EASTERN ECONOMIC REVIEW 


«1 $ 

1 
E TUN 
d.i 










1 ex 


`, 















C eni ^ J à * ' i | : 1 ^ la + P T` = m 
Korean contrasts: busy factory, crowded city, lonely countryside. 





SOUTH KOREA '85 


OVERVIEW 





By Shim Jae Hoon in Seoul 

aking stock of the cataclysmic changes stemming 
T from war, revolution and a coup — all within little 

more than a generation — average South Koreans in 
their late 40s and early 50s are justifiably amazed that they 
have managed to survive them all. Perhaps even more sur- 
prising is the fact that, despite these vicissitudes, the South 
Korean people have not only held together but have created 
a prosperous economy which is the envy of all newly indus- 
trialising countries. 

In terms of material benefits and standards of living, 
average South Koreans have never had it so good through- 
out their long, tortuous history. Abject 
poverty, which for centuries had shackled 
them, has vanished. And though the North 
and South still remain bitter ideological 
foes, they have begun a cautious process of 
dialogue across the border. Moreover, by 
resisting the temptation to use force to 
reunify the country, they have provided the 
peninsula with an unbroken peace for more 
than a generation since the 1953 signing of 
the armistice agreement ending the Korean 
War. 

Within the South itself, however, dis- 
turbing signs have appeared from the im- 
pact of two decades of relentless industrialisation imposed 
by the 18-year regime of the late president Park Chung Hee. 
And though these problems reflect more the general suc- 
cess of economic policies rather than their failures, dras- 
tic changes in economic structure as well as attendant so- 
cietal disruptions and maladjustments have provoked se- 
rious concern over the ills of an erratic industrialisa- 
tion. 

A sustained economic development at an annual rate of 
more than 8% between 1962 and 1982 has transformed this 
country of 40 million people almost overnight from a large- 
ly agrarian society into a modern industrial one. The 
number of people engaged in farming, forestry and fishery 
— nearly 70% of the South's population as recently as 1962 
— has dropped to about 25%, overturning traditional so- 
cial stratification. The massive migration of rural popula- 
tion into the cities has created a new class of wage earners 
now seeking a bigger share of the nation's wealth. 

The emphasis of the economic structure has moved from 
light to heavy industrial and chemical sectors, focusing on 
iron and steel, shipbuilding and motor vehicles as well as 
electronics and other light industries. The manufacturing 
sector, which 20 years ago employed only 13% of the work- 
force, has now grown to employ a quarter of the total. The 
gross national product share of the primary sector (agricul- 
ture, fisheries and forestry) has declined to less than 15% as 
against 29% for mining and manufacturing; the rest, about 
56%, belongs to social overheads and service industries. 

Such rapid changes cannot fail to cause tension on virtu- 
ally all fronts of the society, straining the limits of tradi- 
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provides a new role for women, who were once allotted a 
static role at home; a breakdown in the closely knit family 
system, with more and more youngsters demanding inde- 
pendence from parents, and a change in the role of educa- 
tion — becoming not an agent for retaining the old ways but 
a new instrument to reform the society and its institutions. 

These factors, inevitably arising from the country's mod- 
ernisation, constantly challenge the concept of retaining 
the old ways. Wave upon wave of rural migrants flowing 
into the cities in search of industrial jobs and better living 
conditions strain urban resources while creating new prob- 
lems of alienation for workers. The massive population ex- 
changes and urbanisation have required new social ethics 
and mental equilibrium. Pollution has reached a dangerous 
level, while the housing shortage has become acute nation- 
wide. No longer is there a community sense that used to 
bind people together even in the depths of poverty; social 
relationships are marked by cold, impersonal and func- 
tional values. 


South Korean policymakers have given none of these 

problems sufficient attention in time. As a result, the 
country has developed a dangerous trend towards social 
schisms and economic and political polarisation. The eco- 
nomic structure, for example, is 
now perilously lopsided in its 
shape — in terms of value added, 
at least 25% of GNP today is con- 
trolled by the top 50 family-owned 
conglomerates called chaebol. 
Names such as Samsung, Daewoo 
and Hyundai produce everything 
from bread to aircraft engines, 
from shirts to cars to houses, from 
electronics to cosmetics. 

The current trend towards in- 
dustrial agglomeration indicates 
that unless a more balanced policy 
to promote small businesses is 
quickly enforced, giving small 
men a chance to start up and 
prosper, the whole economy could become virtually 
oligopolistic. Stated government policies towards the 
economy have taken an anti-big business turn in the past 
two years, but given the long tradition of top-down deve- 
lopment, achieving a real shift in power within the private 
sector will be difficult. 

Another issue which preoccupies many sociologists here 
is serious income disparities — between white-collar pro- 
fessionals and wage workers; between city and farm; be- 
tween skilled workforce and manual labourers. Statistics 
for 1980 released by the Economic Planning Board indi- 
cated that the top 20% of population claimed 45.6% of the 
nation's wealth, with the bottom 40% taking 16.1%. The 
figures showed only a small improvement in 1982. The 
share for the top declined to 43%, while that of the bottom 
rose slightly to 18.8%. In between is the sullen middle 
class, composed mainly of self-employed traders, civil 
servants, skilled workers, and professionals. 

The feeling of relative deprivation felt by 
many under-privileged people here — a per- 
ception that they have been passed over in the 
national march towards a more prosperous life 
for all — sometimes erupts in harsh criticism of 
the ostentatious living style exhibited by the 
nouveaux riches. Newspaper articles periodi- 
cally rail at high business executives and gov- 
ernment officials seen relaxing on expensive 
golf courses around Seoul. The point is made 
that this is done at the expense of poorly paid 
workers putting in long hours in sweat-shop 
operations. 

Especially troubling is the genuine hatred 
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with which people making a fortune are viewed here; whe- 
ther they be businessmen or professionals, the fact that 
they are well-off is often automatically associated with 
greed, dishonesty and corruption. While Confucianism has 
always emphasised success, it has long held that this sue- 
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cess must stand the test of strict ethical scrutiny. Mounting - 


public outcries against the rich and powerful have pro- 
voked some chaebol figures here to ask: "Is it a crime to 
make money, to be rich?" 

Why do such things matter in South Korea when in other 
countries, say in the Philippines, they attract almost no at- 
tention? Part of the answer lies, of course, in the country's 
long Confucian traditions, which demand that leading 
business figures should maintain a frugal, publicly 
exemplary sort of life. But the rising public criticism has 


also been made even keener by the effects of universal edu- Í 


cation in recent years. 
The success of South Korea's industrialisation owes a lot 
to the old Confucian values emphasising education, which 


paid off very well in the 1960s and 1970s by providing a 


cheap, but highly disciplined workforce for initial take-off 
of the economy. But at the same time, it has touched off a 
revolution of higher expectations, 
demanding not only a more equit- 
able share of wealth but also rapid 


with commensurately improved 
social and political systems. 

What this, in effect, involves is 
nothing less than the ambitious 
task of drastically reforming a 
host of the nation’s post-colonial 


education, business methods, 
police practices, court system, 
bureaucracy and political ap- 
paratus, just to name a few vital 


— a 
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institutional reforms that would . 
match improved living standards |. 


im 


areas. Unless these backward ten- — 


dencies are resolutely brought up to date, made more 


democratic and timely, the results of South Korea's recent 
economic modernisation can hardly be consummated. 

As the country looks ambitiously towards the opening of 
the 21st century, by which time it hopes to raise its per 


capita GNP to US$5,000 from a current level of US$2,000, 


the next 15 years will prove crucial in its historical evolu- 
tion. By that time, the economy will have achieved a high- 
technology orientation, and living standards will rival that 
of some West European nations at the present time. 

The question before President Chun Doo Hwan is whe- 
ther he is ready to push through a set of daring and im- 
aginative reforms that will take the nation into the 21st 
century, not only physically but also mentally and cultur- 
ally. The growing impatience over his five-year-old regime 


indicates that time is running short. Many hope that 


Seoul's hosting of the 1988 Olympics will provide the im- 
petus and the occasion for starting those sub- 
stantial reforms. 

The last election results showed a majority of 
South Korean people are prepared to tolerate, if 
not enthusiastically embrace, Chun's military- 
backed regime. Some commentators have inter- 
preted this as a clear public mandate for him to 
push forward vital political, economic and so- 
cial changes with which he initially identified 
his controversial government rising on the back 
of a coup. If Chun fails to act on this mandate, 
the country may slide backwards, wiping out 
the fruits of industrialisation achieved at 
so much cost to political and social pro- 


gress. 
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sunny for 
the year 2000 


By Tony Michell in Seoul 


n the later 1970s, South Korea began to produce long- 
I term forecasts of its future prospects to 1990. Perhaps 

the most distinguished was Long-Term Prospects for 
the Korean Economy, produced by the Korea Development 
Institute (KDI) in 1978. For political reasons, most talk 
since 1979 has been of South Korea in 1988, the year the 
capital, Seoul. 
But it has now become necessary to look beyond 1988, and 
for the past 18 months, KDI has been producing studies of 
South Korea in the year 2000. 

A draft of this document was made public in February 
just before the national assembly election, and a public de- 
bate is about to begin among scholars and others on the 
draft, though the final version will be produced in August. 
A first stage of the debate 
was a conference held at the 
end of May on the theme of 
South Korea in 2000 at the 
Asiatic Research Centre of 
Korea University. Also in 
May, the Economic Plan- 
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draft guidelines for the 
sixth five-vear economic 
plan (1986-91), which also 
included projections for 
2000. 

Economists are poor at 
forecasting the very short- 


prospects, but much better 
at the medium term. For 
this reason, few countries 
attempt to produce more 
than à five-year plan. In the 


ing economic forecasters 
for economies commonly 
show considerable  var- 
iance, though they converge around the annual figure. It is 
because they tend to project the past by extrapolating pre- 
sent conditions into the future that economists are not 
strong long-term forecasters, and it is for this reason that 
multinational corporations planning for the longer term 
have tended to favour scenario-based projections. 

But the KDI report does not use the scenario system, as- 


suming that the current world system and South Korea's 


political and economic life will be untrammelled by major 
crises in the years leading to 2000. Effectively, this means 
that the present government and technocrats must stay in 
power, since the opposition has always had a much more 
inward-looking strategy. 

The study extrapolates a 7.8% gross national product 
growth rate until 1990, and a 7.1% growth rate thereafter. 
In the previous KDI document, a 10% constant growth pro- 
jection was anticipated and consultants working in, for in- 
stance, infrastructure-related projects in 1980 had a hard 
time getting more realistic estimates accepted. But can the 
South Korean economy continue to grow at around 7.5% a 
year — the annual growth target of the fifth five-year plan 
(1982-86), and the average of the past few years? Even KDI 
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South Korean economists use what they term the supply- 
side growth potential to estimate how fast the economy can 
grow. This uses the techniques for examining the compo- 
nents of growth developed by American economist E. F. 
Denison in such works as Why Japan Grew So Fast. The 
basic problem is that Denison's methodology is based on 
post ad hoc analysis, rather than giving any confidence to 
the method as a tool for predictions. Through most of the 
20th century, demand factors have been more important 
constraints than supply-side factors for the world economy 
as a whole. 

This is particularly important for a country such as 
South Korea, which is emerging with quite a major share of 
world markets, and South Korea's growth potential is 
therefore determined more by demand in other countries 
than by its own supply characteristics. 

The report puts per capita income in the year 2000 at 
US$5,103 à year and reckons the economy will rank as the 
world's 15th largest by then. The great desire to rank South 
Korea against the rest of the world was good political mat- 
erial just before the election, and may have sounded like 
boasting. The projections are soundly based, however, 
using historic growth rates for all major countries. Sur- 
rounded by Japan and China, and deeply involved with the 
United States, South Korea seems a small country. But the 
fact is that it will be a large 
country by European 
standards by 2000, with a 
population of around 50 
million, almost the present 
size of France. Already 
South Korea's GNP is 
larger than Denmark’s or 
Norway’s, and it is closing 
fast on Belgium and Swit- 
zerland. 

Opinions differ on the 
contribution of exports to 
total economic growth. The 
Korea Traders Association 
and the Ministry of Trade 
and Industry generally 
state that exports account 
for 45-55% of total GNP, 
though recently a 1% in- 
crease in exports has pro- 
duced only a 0.35% in- 
crease in GNP. Astothesize 
of domestic economic 
growth, exports will be- 

REVIEWDIAGRAM by Andy Tang COME less important, but to 
achieve this growth target, KDI requires exports to grow by 
10.8% in real terms in the 1980s and 9.6% in the 1990s. 
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a rate? In 1984, exports grew faster than this; a 6% 
growth in the US economy produced a 15% growthin 
South Korean exports. However, with low US growth in the 
first half of this year, South Korean exports are likely to 
show zero growth over the first six months of 1985. 
Protectionists argue that developed countries cannot ab- 
sorb the past rates of South Korean imports, and this argu- 
ment will gain support as South Korea appears stronger in 
the eyes of the rest of the world. South Korea suffers un- 
necessarily in this respect because it is viewed as a “new 
Japan” by the US media, despite the fact that the whole 
scale of development and economy is far smaller than 
Japan's. The protectionist cut-off has come much earlier 
for South Korea than for many other newly industrialising 
countries, while South Korea is under intense pressure 
from Washington to open its markets at a per capita income 
level well below that of Japan when it began to liberalise. 
Which exports South Korea should aim to specialise in in 


C: the world absorb South Korean exports at such 
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Hyundai export shipment: expansion planned. 
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the future is another pressing question. Motor vehicles 
seem promising. Sales in Canada by Hyundai have been ex- 
tremely satisfactory in the past 18 months, and now the 
company is planning a major entry into the US later this 
vear, and a minor entry into Australia. General Motors' 
joint venture with Daewoo is due to produce cars for export 
for the first time on a large scale and Chrysler and Ford of 
the US are poised to enter into production arrangements 
with the Samsung group and Kia Industrial Co., respec- 
tively 

Machinery and electronics are the other bright spots, ac- 
cording to the KDI report. The history of machinery-indus- 
try promotion since 1968 and of electronics in the later 
1970s shows a much lower performance than the planners 
predicted. The reasons were partly over-guidance by the 
government; partly tax laws which do not favour research 
and development by small industries, and partly the struc- 
ture of manufacturing, which does not have the healthy 
medium-industry sector essential for machinery. Com- 
pared to basic metals and shipbuilding, where the South 
Koreans have been so successful, the learning curve in 
machinery is much more time-consuming. 

The final issue facing the future of South Korean exports 
is theability of other countries to fight back by competition 
rather than protectionism. Shipbuilding is a case in point. 
South Korea built up a sizable production capacity in this 
area, but then found that the Japanese could out-fight 
them, by more extensive automation, price cutting, and 
favourable credit terms. Video equipment, silicon chips, 
and other new areas which have been developed at great 
cost, are also sensitive to Japanese competition. 

South Korea has done best in markets where Japanese 
entry is restricted, such as Canada, the US and Europe, be- 
cause demand there outstrips permitted levels of supply 
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from Japan. In the future, South Korea will have to do bet- 
ter than Japan on price and quality to continue to succeed, 
Alternatively, South Korean industry must eat away at less 
efficient North American and European manufacturers, as 
vet not challenged by Japan, if they can be found. 

But Western industry, automating slowly, is also chang- 
ing. The problem here is one of efficiency and price. Prices 
of many South Korean products are creeping up to the 
point where production in Britain is certainly cheaper than 
in South Korea, and that the US is sometimes cheaper. 
Local prices should not be comparable to those in the US, 
and when this is the case it is a managerial rather than an 
industrial problem. Whereas Taiwan is now going full pace 
on achieving qualitative efficiency, some large South Ko- 
rean companies seem to be increasing afflicted by ingrown 
Confucian managerial inefficiencies, with technocrats 
being replaced or subdued by those whose cultural assets 
exceed their ability. 

The economic goals of the government of President Chun 
Doo Hwan drew much inspiration from the late Kim Jae Ik 
(assassinated in Rangoon with other members of the 
cabinet in 1983), who preached that liberalising the econ- 
omy would be the only way to build on South Korea's 
strengths and increase effi- 
ciency. At a recent conference 
to celebrate the 35th anniver- 
sary of the founding of the 
Bank of Korea (the central 
bank), Prof. Park Yung Chul 
observed that the liberalisa- 
tion process had slowed down 
considerably since the early 
1980s. 


iberalisation does not 
{ plust mean opening mar- 
kets, it also means re- 
ducing bureaucratic red tape 
and changing attitudes. Not 
everyone can export in South 


— 
Korea: for example, small 
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companies in fields not recog- 


nised as within the government's targets. A wide range of 
deregulation is required to let new entrants exert the most 
competition. 

The KDI document is less explicit in exploring social al- 
ternatives. The way in which KDI calculates these in the 
draft suggests that it is being conservative about the 
number of hours a day South Koreans currently work, and 
the future changes. Many observers suggest a switch to a 
five-day week, which would have important social and eco- 
nomic consequences, is likely. 

The growing living standards of urban dwellers in Seoul, 
especially the rapid growth of car ownership, are already 
beginning to alarm land-use planners, who are now recon- 
sidering the levels of investment needed for the urban and 
suburban infrastructure to cope with this sudden change. 
The issue of how to distribute this new prosperity through- 
out the country and to all levels of society remains undis- 
cussed, with South Korea is apparently still in the dark 
ages of the “trickle-down effect." 

Stocktaking exercises are always worthwhile. This is 
not a 15-year plan; but a forecast. If certain things hold 
true, then it is a reasonable forecast. But, both on the de- 
mand and supply sides, it seems doubtful that the export 
projections can hold, and a more self-reliant posture which 
encourages the domestic economy will have to emerge. Ina 
government document it is natural to present the most 
favourable scenario, but a nation no less than a multi- 
national corporation should also consider darker scena- 
rios. o 
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cities, vet they are one of the country's major achieve- 
ments. They are cleaned regularly, and look much 
smarter than either Hongkong or Taipei. Garbage is col- 
lected daily, the streets are swept, water runs all the time 


(or nearly all the time), sewage is disposed of one way or 


another, electricity is universally available, street crime is 
almost non-existent and, despite concern about conges- 
tion, traffic flows at peak hours at average speeds well 
above that of most Western capitals. 

In short they “work” in the way that many cities 
in the developed and developing world do not. The 
basic infrastructure that is the foundation of modern 
civilised living is 
there in Seoul and 
other cities in a 
wav that it is not 
in other cities of 
the developing 
world. 

Massive rural- 
urban migrations 
have accounted 
for 70% of growth 
of South Korean 
cities in the past 
two decades. In 25 
years, Seoul has 
grown from a city 
of little more than 
2 million people to 
one of around 10 
million, with 3 
million more liv- 
ing in contiguous 
urban areas. South 
Korea is the third 
most densely po- 
pulated country in 
the world, and 
South Korean 
cities are very high density, with many areas having popu- 
lations in the range of 20-60,000/km? (about the same as 
Hongkong). 

Major problems arise from the dramatic growth of 
Seoul and other cities and the concentration of scarce 
investment resources into industrial rather than social 
development in the past. The fifth five-year plan (1982-86) 
has increased emphasis on social development, but not 
increased infrastructure spending. Indeed, when under- 
ground-railway construction costs are deducted, spending 
has been reduced. Secondary cities in particular face 
years of spending to pave secondary roads and provide 
main drainage. 

The problems of South Korean cities stem not from the 
provision of basic infrastructure nor the gradual improve- 
ment of the housing stock, including squatter housing, 
though this sometimes provides the most eye-catching of 
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utes between au- 
thorities and local inhabit- 
ants. But these are the 
growing pains of develop- 
ment and urbanisation; it is 
important not to confuse 
them with more long-term 
problems. 

The central issue which 
will continue: to confront 
planners is conceptual: the 
question of what a city 
should be like: This problem 
affects both citizens and 
planners. In common with 
other developing countries, 
the desire for modernity has 
focused on visible symbols 
— cars and concrete build- 
ings — rather than the benefits of agglomeration. 

South Koreans see the problems of their cities rather 
than their distinct virtues and are often tackling imaginary 
ones. South Korean urban planners have not fully adapted 
to the fact that their cities will always be high density and 
that planning practices based on low-density cities, such as 
in the United States, are not possible. It is this basic conflict 
in planning between acceptance and the aspirations to pro- 
duce cities based on Los Angeles that poses one of the sharp- 
est challenges for the future. 

The problems that planning has created, rather than the 
problems that planners still have to get around to solving, 


URBAN POPULATION GROWTH 


P 
Seoul Mayor Yum Bo Hyun: 
a city that works. 
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lie in the area of how to conceive of what Seoul will be like 
in 10-15 years time. Seoul is now witnessing the failure of 
imagination of those who planned the developments on the 
southern banks of the Han river (which 20 years ago was or- 
chards and rice paddy, and now accounts for more than 


half the city's population) and Yoido island. 
T there, such as Yongdong, Banpo, and the future “new 

town” at Mokdong are supreme examples of plan- 
ning gone wrong. The general concept of New Seoul (those 
areas where urban development has replaced agriculture 
since 1966) has been as much a new-town approach as any. 
The failure has been the attempt to struggle against the 
market forces which determine the detail, forcibly impos- 
ing types of development, without leaving any room for 
modification. 

Yoido, the island in the Han which houses the National 
Assembly, the Stock Exchange, and many other major 
buildings, including the recently opened 63-storey 
Daehan Life Building, and which is confidently described 
in tourist literature as "Korea's Manhattan” is a case in 
point. When Yoido was laid out in 1972-74, provisions 
were made for what then seemed a reasonable number of 
cars. Now not only are building car parks full, but the 
streets are crammed with parked cars blocking the 
thoroughfares. 

The growth of Seoul's vehicle population has only just 
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here are those who feel that the new neighbourhoods 
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diim in the next 10 years. Logically; 1 mu —— car 
parks should be erected now in Yoido, instead of the new 
generation of office buildings currently under construction 
in the last open spaces on the east end of the island. Equally 
logically, thisnew business district should be served by the 
new subway system, but it is not, 

The conflict planners must face is familiar: a battle for 
living spacebetween cars and people in a high-density city. 
Other such cities — Hongkong, London, New York, and 
Amsterdam, for instance — have accepted that pedes- 
trianisation and public transport must take primacy over 
the private car, if only because every car takes up more than 
10 times the space of a bus passenger or pedestrian. A car in 
a residential area of Seoul occupies more than the average 
South Korean’s living space. 

While underground railways are one solution, they are 
expensive, and take time to build. If they are to work opti- 
mally, they should be coordinated with a reorganisation of 

currently haphazard bus 
2 routing as well as taking the 
g needs of pedestrians into ac- 
s count. Gradually transport 
s planners in Seoul are settling 

down to the fact that the 
completion of the city's sys- 
tem this year will not begin to 
make it possible to take the 
buses off the roads. 


eoul has spent more 
than half of its annual 
income each year since 
1979 on an underground- 
railway system (REVIEW, 17 
Jan.), as yet incomplete, and 
Pusan has almost bankrupt- 
ed itself on its first line; 
Taegu is now eyeing the con- 
struction of a system with fi- 
nancial alarm. Seoul is fi- 
nally preparing the first car- 
restraint measure, but is 
doing so without perfecting 
the pedestrian and public- 
transport systems which will 
encourage people not to use 
cars, Pedestrian-only streets 
have been designated in most 
major cities, but all suffer 
from intruding cars because 
of lax enforcement. 

To bring Seoul's popula- 
tion density down to the level 
of Denver, Los Angeles, or 
any other city where full 
motorisation has taken place, 
Daehan Life Building: it would be necessary to 
a new Manhattan. spread the population south- 
wards through the whole of 


Kyonggi province and into one huge urban conglomera- 
tion. Clearly this is unthinkable, yet many government 
agencies, including Seoul City and the Ministry of Con- 
struction are continuing to plan as if it were possible. Com- 
parisons are continually made by planners to low-density 
cities in the US, suggesting that South Korean cities have 
inadequate road space. 

South Korea certainly does have a low road-to-land- 
space ratio, but this should be viewed as a virtue rather 
than a defect. With roads taking up an average of 16-18% in 
South Korean cities, their share is not much lower than 
many European or Japanese cities which cope with vehicle 
populations much greater than those of South Korea. 

If South Korean planners continue to picture their future 
cities with images of American cities in their minds, there is 
a possibility that they will push aside some very positive 
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RIGHT IN THE HEART OF SEOUL 


WHERE CARE COMES NATURALLY 


It's a great feeling to know you can visit a big 
bustling capital like Seoul and have your needs 
well taken care of — always in an atmosphere of 
welcoming warmth. At the Plaza you're at the 
heart of things, all under a single shelter. At the 
heart of the city's most modern accommodations. 
At the heart of ever attentive service. 

At the heart of international dining. At the heart 
of transportation access. At the heart of business, 
banking and entertainment. 

The Plaza — in every way we're at the heart of 
Seoul. But most of all, we take you to heart. 
Naturally. 


«f SEOUL PLAZA HOTEL 


23, 2-ka, Taipyung-ro, Choong-ku, Seoul 100 Korea 
Tel.: 771-22 Cable: PLAZAHL SEOUL 
Telex: K26215 or K24424 Fax: (02) 756-3610 
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* The Plaza — overlooking a centuries-old royal palace. 


For information and guaranteed reservations: _ — 
E SEOUL PLAZA Tokyo Office: Tel. (03) 246-0234 Telex. 2222876 
GBCJAPJ Fax: (03) 246-0098 E Odner Hotel Representatives 
Hong Kong: Tel, 5-262251 Taipei: Tel. 5515933 Singapore: 
Tel. 2353474 Bangkok: Tel. 2521181 & Prince Hotels Inc. 
Tokyo: Tel. (03) 209-8686 W Loews Representation International 
New York: Tel. (212) 841-1111 ll Supranational Hotel Reservations 
Paris: Tel. (01) 7581225 
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Prestigious, 
Economical, 
Efficient Office 


for Your Representative / 
Liaison /Branch Office 
for Short or 

Long-term period. 











In two days 
from my arrival in Seoul, 
l opened a magnificent 






1. Completely furnished stylish office 

2. Electronic O.A. systems 

3. Executive secretarial service 

4. Distinctively designed reception area, 
conference room, etc. 


cart Xg" valable ; How! 





Suite 400 A Division of 
LEEMA INDUSTRIAL CO., LTD. 





Tix. K29231 LEEMACO 
Fax.: (02) 733-1028 
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to using thestreet as part gftheir living 
space, for sitting, playing»sleeping and 
work. It is this active street life which 
gives their,cities such a lively feel. 


Yet it is this quality. the feeling of 
liveliness, which comprehensive rede- 
velopment of city centres thas all-too- 
often cleared away in favour of tower- 
ing concrete buildings and broad, 
windswept avenues which pedestrians 
may cross only through subways. Tight 
zoning, forced relocation and rede- 
velopment destroy the evolutionary 
nature of the city and produce adverse 
symptoms already showing in some 
areas — the impersonal nature of 
apartment life, growing conflicts be- 
tween cars and other forms of trans- 
port, and a loss of civic beauty. 

Many cities, such as Seoul and Pusan 
are graced with beautiful natural sur- 
roundings; as their inhabitants find 
themselves with increasing amounts of 
time to relax from work, making the 
most of these great assets presents 
another challenge to city planners. The 
news that the 
Seoul city ad- 
ministration has 
decided to deve- 
lop the Han as a 
recreational 
zone, rather than 
the confused 
mess that it has 
been allowed to 
become, was wel- 
come. But the 
reason — to im- 
prove the river's 
appearance for 
the foreign visitors who will flood the 
city in the 1988 Olympics — gives some 
indication of priorities in City Hall. 

On moving into his official resi- 
dence on Yoido in early June, the new 
speaker of the National Assembly, Lee 
Chai Hyung, complained that it was an 
"ugly product of a concrete culture." 
The failure to conserve what is good 
and worth preserving in the old city is 
perhaps the most heart-rending aspect 
of the changes wrought upon South 
Korean cities in the past few decades. 
Aristocratic estates of the 18th cen- 
tury and minor palaces have been de- 
stroyed. 

In the rapid transition from develop- 
ing to developed world which is South 
Korean history, the flight from tradi- 
tion in cities has been too complete. 
Future generations of South Koreans 
may look at photographs of what 
existed in the mid-1980s and regret 
that there was no pride in the tradi- 
tional while there was still time to pre- 
serve it within a modern setting. Plan- 
ners would be well advised to take 
greater stock of their assets before they 
go forth to build cities according to 
what are frequently entirely foreign 
images of what cities should be. 
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TRADITIONS 


The search for 
roots reveals a 
cultural enigma 


By Paul Ensor in Seoul 


hat are Korean traditions? To many South Ko- 
Wes after a traumatic century of war, colonisa- 
tion and national division, the answer to this ques- 
tion remains a troubling enigma. History has left relatively 
little behind in the form of cultural legacies such as build- 
ings and artefacts, and foreign influences, first Chinese, 
then Japanese and finally American, have left the country 
grasping for its “true” roots. 

Adding to the problem is the presence of North Korea, 
which has its own approach to national identity, with ges- 
tures such as banning the use of Chinese characters in 
favour of the indigenous Korean hangul alphabetic script, 
and adapting traditional women's clothes for everyday 
wear. For South Korea, identifving traditions and showing 
their continued importance in modern society is part of a 
larger task of reaffirming its legitimacy as the inheritor of 
all things truly Korean. 

This is not to say that South Korea is a society devoid of 
tradition or culture. The strict, ceremonious brand of Con- 
fucianism the country adopted as state religion and law be- 
tween the 14th century and the beginning of the 20th cen- 
tury, when the Japanese annexed Korea, has left a strong 
mark on people's behaviour. As one American banker who 
has been working with South Koreans for many years com- 
plained of her less ceremonious new colleagues: “I do not 
know how many times I have told them, when you hand 
something to a South Korean businessman, you do it with 
two hands." 

Confucianism is not a religion in the strictest sense of the 
word, but the Koreans came closer to making it one than 
most of their East Asian counterparts, with their orthodox 
practice of Confucian laws and ceremonies. Modern South 
Koreans do not consciously think of themselves as Confu- 
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cians, but they tend to do 
things ina highly Confucian 
manner — with great atten- 
tion to rank and the impor- 
tance of the family unit. 
Evidence of this constant 
desire for stratification is 
everywhere in South Ko- 
rean organisations. For in- 
stance, the licence-plate 
numbers of the austere 
black cars in which high 
government officials are 
driven around the capital 
reflect their rank. As second 
in command after President 
Chun Doo Hwan, Prime 
Minister Lho Shin Yong's 
licence number is 1002. 

In family life, the old Confucian values still hold strong, 
but are wearing thin in some places in the face of moderni- 
sation. In contrast to Japan, where the post-war legal sys- 
tem has at least in nominal terms granted equal hereditary 
rights to women, South Korean laws still reflect the male- 
oriented Confucian values on such 
matters. Marriage between two 
members of the same clan (who may 
be only very distantly related) is not 
legal according to the letter of the 
law, and the children of such a mar- 
riage are illegitimate. Although 
there have been several amnesties 
on this point, which affects 
thousands of children, the law has 
not changed. 

Once again, in contrast to Japan, 
South Korean businesses, even the |S 4 
giant chaebol conglomerates, are — — - 
less likely to place non-family mem- Chung: father figure. 
bers in positions of responsibility. The father figures who 
run the country's combines, such as Lee Byung Chull of 
Samsung and Chung Ju Yung of Hyundai, have assiduously 
trained their sons to take key 
positions within their com- 
panies 

This family management can 
add to corporate cohesion, but 
it can also lead to problems: 
former Kukje Group chairman 
Yang Chung Mo put all his 10 
sons-in-law into high positions 
within Kukje. When the hus- 
band of the fifth daughter 
started to emerge as the most 
powerful, the husbands of the 
elder four became increasingly 
jealous. Former employees of 
the group, which collapsed 
under financial strains earlier 
this year (REVIEW, 28 Feb.) blame 
some of its problems on rivalry 
between the various factions of 
the family who owed their po- 
sitions within Kukje purely to 
marriage. 

While Confucian values con- 
tinue to colour behaviour at all 
levels of life, there is a sense of 
loss and confusion among 
many regarding Korean cul- 
ture. Compared to many de- 
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veloping countries confronted with similar questions, 
South Korea enjoys some advantages, as an ancient, al- 
most completely homogeneous nation, but the trauma of 
the past century and continued heavy foreign influence 
have swept a great deal away. 

Foreign influence has always been strong in this small 
country, which sees itself as “a shrimp caught in the battle 
of whales" of world politics. For five centuries preceding 
the annexation of Korea by Japan in 1910, the upper classes 
were dominated by Chinese thought, while the lower class- 
es had their own folk culture and worshipped their own 
shamanistic Spirits. The Japanese did their best to eradi- 
cate local culture in an attempt to assimilate Korea com- 
pletely into a Greater Japan. Korean names disappeared, 
and even the use of the Korean language was restricted. No 
sooner had the Japanese left than the Korean War swept 
across the peninsula, completely dislocating a society al- 
ready in shock. 

For much of South Korea's history following the war, the 
rapid pace of development has given few people time to 
look back and consider their roots. For most, the past has 
been best forgotten, a cruel memory of poverty and war. At 
the same time, the breakneck charge to a better future pre- 
sents a host of agonising problems. "This country isin a tre- 
mendous hurry, but at times we do not really know where 
we are going," reflected a senior official in Seoul's City 
Hall. The continual exhortations in placards all over the 
country to push towards such things as Chun's plan for “an 
advanced homeland" may keep up the pace of the rush for 
some, but do not explain its meaning. 

The government has done much to give the people 
a stronger sense of their cultural roots, and has been 
successful in turning a nation once ashamed 
of many of its traditions into one of the 
world's most patriotic. But much of the 
government's approach to the problem 
of rehabilitating past traditions to suit 
the present has left many intellectuals 
unimpressed. As one magazine editor re- 
flected: "They keep saying that tradi- 
tions must be preserved, but no one really 
seems to know which ones, or for what 
reasons." 

Late president Park Chung Hee was re- 
sponsible for much of the tone and form of 
government policies towards reviving and 
using traditions and culture in the modern in- 
dustrial state. His legacy in this area reflects 
his approach to all things; visionary to the 
point of being grandiose. Park selected a few 
national heroes, notably Admiral Yi Sun 
Shin, who defeated the Japanese invaders 
soundly in a battle at sea in 1592, and King 
Sejong, who is chiefly remembered as the in- 
ventor of hangul. The shrines of these men 
were remodelled, with grand walkways, large 
museums and other modern additions. What 
had been relatively insignificant country 
shrines became national sites, essential 
stops for school trips from all corners of the nation. 

Perhaps the best symbol of Park's approach to matters 
surrounding culture and tradition (which has been roughly 
followed by his successor in the Blue House) is the Academy 
of Korean Studies, more literally translated from Korean 
as the Academy of Korean Spiritual Culture. Founded in 
1978 with public funds, the academy joined the govern- 
ment's large number of think-tanks on diverse matters, to 
"do intensive research on native culture, philosophy, and 
history." It also plays an important role in deciding the 
content of school textbooks. Lee Sang Moo, a Confucian 
scholar, and senior fellow of the academy, said: "Now we 


ees TU 


i i a ele AE CS didi. 


have created a strong [South] Korean economy, we must 
create a stronger spiritual world if we are not to become 
economic animals". 

The academy has been compared to the Chipyonjon, or 
Hall of Assembled Worthies, of Korea's Confucian past, 
and Lee feels that there are many points of Confucian 
philosophy which should be propagated in modern society, 
notably respect for education and family structure, and a 
nationalistic, centralised government. These ideas are 
combined with new ones in courses given at.the academy, 
which are compulsory to certain levels of the government 
bureaucracy, and all new university professors. "We teach 
them about [South] Korea's position in the world, the 
threat from the North, the need to export, alongside impor- 
tant Korean traditions," said Lee. 


of knowledge on matters Korean, but suffers 


T: academy is arguably one of the best centres 
from a grave lack of credibility among South 


Korean intellectuals due to its role as a mouthpiece of 
government opinions (among the books it publishes is 
Chun's Citizens' Attitude for an Advanced Homeland). Its 
very existence as reformulator of history to suit present 
needs under the auspices of the government raises an in- 
teresting question: why should the government take such 














a big role in the revival and recording of 
traditions? 

The answer to this question once again 
lies in the Confucian past. Confucian Korea 
was highly centralised; all things emanated 
from the capital, including philosophical 
interpretations of the world. Unlike Japan, 
for example, which had a lively merchant 
culture for centuries before it opened to 
the West, Korea's great thinkers and artists 
came under the spell of the prevailing 
orthodoxy of the capital. Political tradi- 
tions have shaped the modern state, which 
remains heavily centralised and still con- 
cerned with maintaining its own concept of 
orthodoxy. 

Viewing the changes which have shaken South Korean 
society to its foundations since the end of the Korean War, 
it seems likely that industrialisation and modernisation 
will eventually be accompanied by a looser role of the state 
in all matters, from the economy to the writing of history 
books. In the field of ideas, this process has gradually oc- 
curred, and must continue if the needs of a population 
which has rapidly become better educated in the past two 
decades are to be satisfied. South Korea can congratulate 
itself in going immeasurably further than North Korea in 
putting aside some the shackles of a heavily centralised, or- 
thodox past. 
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WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWE, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
[t is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWF 
National Organisation in your country or direct f 
WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WW F acknowledges the donation of this space 6) 
Far Eastern Economic Revieu 
Advertisement prepared as a public service by Ogilvy & Mather 








You're 
concerned about 
the bottom line. 
A good reason 
to talk with 


Kukje-ICC 
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Kukje-ICC knows your bottom line. It's profit and Kukje-ICC is 
ready to get down to the bottom line quickly through trade 
discussions with you. 

Whether you're importing or exporting, by the vessel-load or 
container-load, Kukje-ICC offers a more efficient trade alternative for 
you. Through Kukje-ICC, you'll have access to one of Korea's best 
marketing and distribution networks that covers major Korean cities 
and other capitals in 105 countries around the globe. 

Behind Kukje-ICC stands 40 years of experience in trading, man- 
ufacturing, and plant project management. Our shoe manufacturing 
facilities are the largest in the world. 

Kukje-ICC: a more efficient trader. 
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In the rough, tough world of today, reaping 
the benefits that come with successful growt 
is not always easy for an international 
business. Invariably, it will need the assistan 
of a bank with carefully cultivated trade- 
financing skills. 


It's here that HongkongBank can be o 
most help. 


We've more than a century of experier 
in financing business ventures around the 
globe, particularly in the up-and-coming 
Asia-Pacific region. We've learned how to 
assess every situation, evaluate every 
opportunity. 

And with over 1,000 offices in. 55 
countries we're set up to react instantly to tl 
changing patterns of world trade. 


If you're an international businessman 
talk to us today. Wherever you are, we've 
plenty of experts on the ground. 


ES HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
Wardley London Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
EXCEED US$61 BILLION. 

















THAT EXCEEDS THE 
EXPECTATIONS OF THE 
BUSINESS TRAVELLER 


Seoul Hilton International is virtually an 
extension of your office. With the best 
equipped executive business centre in 
Seoul, manned by a multi-lingual staff. 

A new conference centre for up to 3400 

people which offers simultaneous 

translation in 8 languages. And our 
restaurants and recreational facilities are 
very relaxing too. 


Tbe Seoul Hilton 

International offers 

you in addition: 

* International Direct 
Dialing 

* Non-smoking floors 

e Indoor swimming 
pool 


For reservations, call 
your travel agent, any 
Hilton International 
hotel or Hilton 
Reservation Service. 


SEOUL HILTON INTERNATIONAL 


WHERE THE WORLD IS AT HOME" 


DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600’? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd 


GPO Box 160, Hong Kong 





Skillfulness, unto itself, can be an 
art. It's something you will fast 
appreciate aboard tbe wide-bodied 
jets of Korean Air, as you travel to 
29 of tbe world's major destinations 
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SAMSUNG 


Just the Facts 











Only three countries in the world make 26 member companies—one team. 


the 256K D-RAM. When you deal with the 26 member companies 
Samsung made Korea #3. of the Samsung Group, you deal with a 100,000 

That’s just one example of the commitment to member team. A team where related industries 
high technology that is at the heart of Samsung reinforce and strengthen each other for greater 
today. efficiency and productivity. 


It’s a commitment to the future. 
Take a look at those industries with the most 


35% average growth from 1977-1984. 


assured potential for future growth and in many Sound growth even in periods of global reces- 
cases you'll find Samsung is already there. In sion have made Samsung a stabilizing force in 


domestic business and 
a favored partner for 
international ventures. 
Group exports 
accounted for 14% 

of total exports from 
Korea in 1984 and net 
sales accounted for 
9.5% of Korea’s GNP 
in the same year. 


recent years we've 
strategically posi- 
tioned ourselves in 
industries such as 
semiconductors, 

fiber optics, genetic 
engineering, com- 
puters, shipbuilding, 
industrial machin- 
ery, and aircraft. 


























Samsung HB. | bs Business part- 
ranked 49th ners on four 
on the 1984 . continents. 
Fortune 500 Samsung people 
list of com- have the ex- 
panies based perience, expertise 
outside theUS. and motivation to make 


partnerships work 


. — — F around the globe. We're 
is > fon p involved today with 
goal at Samsung, friends on four con- 


but it does give tinents in mutually 
us certain advantages. The financial and human beneficial projects that 


resources our size puts at our disposal enables us include technology 


to react quickly to market opportunities, exchanges, joint manufacturing, and overseas 
establishing a presence in challenging new in- resource development. 

dustries rapidly. Much the way we did in the air- Our list of associates includes names like ITT, 
craft industry, going from initial investment in GE, Chrysler Corp., UTC, Corning Glass Works 


1977 to development and production of Korea's AMOCO. SEIKO. and HEWLETT-PACKARD 
first locally-made jet engine in 1982. x ^ ' 


NEA Korea into the future 
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Represented by Samsung Co, Ltd. C.PO. Box 1144 Seoul, Korea Tel: 7721-1114 Telex: STARS 
K23657/K23302/K23169 Cable Address: STARS SEOUL 
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EDUCATION 


Ain uneasy 





mix 
of California 
: nd Confucius 


raditional Confucian values help to explain the 
enormous significance of education to most South 





T 


reinforced by the evidence of the past few decades: econo- 
mic success would have been impossible without a well- 
educated workforce. The high priority which both govern- 
ment and the people have placed on education has reaped 
results 

As income levels have risen and educational standards 
have improved, the importance of university education has 
grown very rapidly. the country's student population 
growing more than 10-fold since 1965. Despite the increas- 
ing numbers of places in universities, the battle to enter is 
more competitive than ever. But while the numbers of col- 
lege graduates pumped out of the system have grown at im- 
pressive rates, critics of the system say that quality has 
been sacrificed in the interests of quantity. 

The political demonstrations on university campuses foi 
which South Korean students have gained international 
notoriety are just one indication of the great influence that 
university life has upon society as a whole. Students repre- 


sent the hopes for the future of a country with bitter 


memories of the past. When 
they rebel, the reaction 
from their elders is a mix- 
ture of parental admonition 
and indulgence. “They are 
all our children," explained 
a middle-aged businessman, 
shocked by the recent occu- 
pation of the United States 
Information Service library 
building in Seoul by radical 
students. 

Entrance to university 
means joining another 
family of sorts. After gradu- 
ation, “old boy” networks 
(second in importance only 
to high-school alumni net- 
works), continue to be a 
factor in the profession- 
al and social lives of 
many. 

The great esteem with 
which the academic estab- 
lishment is viewed is well- 
illustrated by the relatively 
high position which univer- 
sity professors hold in so- 
ciety. Many marriages are 
conducted by professors, 
often the old teacher of the 
bride or groom. Professors 
frequently contribute to 
newspapers, often using 
their relatively unassailable 
position (compared to staff 
reporters) to snipe at gov- 
ernment policies. On the 
other hand, the government 
runs generously funded 
think-tanks staffed with 


KAR FASTERN SPAN IAA HEU e 1A Hilly TQORE 


Koreans, a strong sentiment which has been further 
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scholars to study and ex- 
pound its ideas and prob- 
lems on most areas of policy 
and add respectability to its 
decisions. 

This heavy influence of 
academia on public life is 
amplified by the concentra- 
tion of universities within 
the capital; 18 of the coun- 
try's 42 universities are in 
Seoul, along with other in- 
stitutions of higher learning 
there accounting for more 
than a third of the. stu- 
dent population. Seoul's 
student population of 
308,763, must be among the 
largest of any city in the 
world. For many of the roughly 70% of students in Seoul 
who have come from the provinces, their trip to study in 
the capital will be a permanent move: acceptance into a 
Seoul university is a ticket to the city of oppor- 
tunity. 5 


Education Minister Sohn Jae 
Souk: US ideas. 


nevitably, policies surrounding institutions which have 
I changed society as much as the universities have will be 

subject to a great deal of controversy. The sweeping 
changes which the government of President Chun Doo 
Hwan has wrought on institutions of higher learning since 
his ascent to power in 1980 


have been aimed at 
broadening opportunities 
by doubling the student 


population. Much of the in- 
spiration for this policy has 
been mass-education ideas 
from the US, which domi- 
nate thinking at the Minis- 
try of Education. 

It was in the interests of 
mass education that the 
government decreed in 1981 
that colleges and univer- 
sities should roughly double 
their intake of students. 
Other reforms by the new 
government included the 
end of individual examina- 
tions by colleges and uni- 
versities in favour of the al- 
ready existing national 
examination, bringing the 
entrance system closer into 
line with that of the US. 

The results of the changes 
were immediate and drama- 
tic. The total number of stu- 
dents accepted into institu- 
tions of higher learning 
jumped from 250,000 in 
1980 to 360,000 in 1981, 
bringing the percentage of 
applicants accepted up from 
23% to 33% (this ratio has 
been falling ever since, 
down to 28% in 1985). Cam- 
puses and classes suddenly 
became more crowded, and 
certain departments grew 
especially fast, because 


LI 





others could not (mainly the sciences, where limited labora- 
tory facilities made expansion without substantial invest- 
ments impossible). The history department of Seoul Na- 
tional University, for example, is now four times larger than 
it was in 1980. 

To maintain the credibility of degrees from the country's 
newly inflated universities, the government also intro- 
duced an unpopular rule which required a failure rate of 
30% of students before graduation. This system placed a 
great deal of strain on academic life: because the 30% fail- 
ure rate was mandatory, whatever the standards achieved 
by the students selected, if they were in the bottom 30% of 
their class, they could expect to be weeded out before 
graduation unless they studied harder. 


of academic life, making universities more competi- 

tive, impersonal places: classes were much larger, and 
students were much more concerned with grades than with 
intellectual inquiry. One professor who asked to remain 
anonymous felt that the new regime was partly responsible 
for the worsening demonstrations by students in recent 
years, because it alienated students from their studies by 
making them more concerned with grades and memorisa- 
tion for periodic quizzing. 

“I feel like a tape recorder in the classroom,” he said. He 
suspects that much of the real learning for many students in 
the social sciences and humanities is occurring outside of 
class in clandestine study groups which often have a radi- 
cal bent. Learning habits picked up in high school, which 
stress cramming and memorisation to pass the national 
university entrance examinations, are being carried on into 
universities due to the concern with grades. This does not 
encourage critical thinking, the professor feels, and has 
produced radicalised students unable to examine their 
ideals rationally. 

However, due to heavy protests from teachers and stu- 
dents, last year the Ministry of Education announced the 
end of the 30% attrition ruling, according to a "self-au- 
tonomy " di ih for the universities, which became effec- 
tive this vear. This should improve the atmosphere of cam- 
pus life, and remove what has been a painful issue between 
students and professors and the education authorities in 
the future. 

Professors critical of the influence of American ideas say 
that they have been foisted on to an environment which is 


C: of the system say that it reduced the quality 





to the top class 





Lee's long, hard road 
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Graduation ceremony; library work: cramming is the key. 


essentially very different from the US without proper ad- 
justments. In US universities, the 30% attrition rate called 
for by government decree in South Korea is a more natural 
process, since everyone has the right to enter a state univer- 
sity, but a limited number have the academic ability to stay. 
In South Korea, students have spent the last three years of 
their high-school education doing little but worry about 
whether they will score high enough in the entrance exami- 
nation to go to the university of their choice; being weeded 
out after years of intensive preparation is much harder to 


justify. 
Another feature of the US system — periodic multiple- 
choice quizzing — has mixed in an unfortunate manner 


with the Confucian tradition of cramming; South Korean 


for further extra classes, which are 
now illegal — a few years ago the 
government was concerned at the 
amounts of money being spent on 
tutors. 

He likes being class leader, but says 


E, Sung Jin (real name withheld) 
is a model student in one of 
Seoul's better high schools. With two 
more years to go before he must take 
his final university examination, he 
has his sights set on entering Seoul 
National University (SNU), the most 
prestigious in the country, and then 
he would like to become a journalist. 

Although he would like to worry 
about it less, he knows that he must 
not let the momentum of his studies 
slow before he takes the final exam 
which will decide whether he 
achieves his high academic goals. The 
first year of high school has been hard 





work, but he knows it will get even 
harder later on. 

Each morning he leaves his home at 
6:30; classes start at 7:30, but he likes 
to arrive at school a little early, be- 
cause as class leader he likes to be 
sure that his 58 colleagues are in 
place when the teacher arrives. 
Classes go on until around 5 p.m., de- 
pending on the day. 

After the end of classes, he has a 
quick meal at school, and then at- 
tends evening classes from 6:30 until 
10 p.m. Then he goes home and 
sometimes has a little homework to 


.do. Some of his classmates go home 


the position has its drawbacks. The 
best part is that he does not have help 
with the cleaning of the school, which 
all the other students have to do, and 
which takes about 20 minutes at the 
end of each day. 


eeping him on his toes at all 

times are regular exams, which 
are held roughly once or twice a 
month. The exams are multiple 
choice, and memorisation of 
textbooks is the best way to succeed 
at them; Lee reckons he memorises 
the contents of 60-100 pages for each 
exam. Night classes are really just 
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Students in class: a nation of followers? 








much of the brunt of the changes, 
have been rewarded for their trou- 
bles. Average salaries in 1985 are 
up 68% in nominal terms from 
1980 levels. According to official 
figures, public expenditure per 
student has remained roughly 
level. However, students at Korea 
University queried on this point 
said that the overcrowding now 
rampant on campus due to the 
heavy increase in student numbers 
calls for more investment per stu- 
dent in the form of new build- 
Ings. 


he debate over whether the 
Í — is overcentralised is 


an old one, certainly not 
confined to education in South 
Korea. According to officials at the 
Ministry of Education, the govern- 
ment has gradually loosened its 
hold, and now regulates only the 
founding of new colleges and uni- 
versities, the mandatory failure 
system, and the setting of fees, As 





students feel compelled to maintain their competitive edge 
on scores, rather than concentrating on understanding. Ac- 
cording to one joke among students: a mother introduces a 
prospective bride to her son who is soon to leave university; 
the son cannot make up his mind about her, and asks his 
mother to present him with a multiple choice of four girls. 


national daily newspaper, Prof. Lee In Haw of Seoul 
National University argued that the country's univer- 
sities are hampered by three main problems: a lack of any 
guiding philosophy of education, over-centralisation 
under the Ministry of Education, anda 
lack of investment in staff and 
facilities. The doubling of the student 
population over the past five years is 
likely to have exacerbated the latter. 
According to Ministry of Education 
figures, the student:faculty ratio has 
soared, from an average of 23:1 in 1979 
to 37:1 last year. 
But it is also worth noting that pro- 
fessors, who have been forced to take 


I: a recent series of articles in Choson Ilbo, a major 


cramming sessions, with a teacher 
watching over the students. 

Every time Lee takes an exam, his 
score is entered into a computer 
which gives him his ranking both 
within the school and within the 
country as a whole. The exams are 
important because they contribute to 
his score in the final entrance exam. 
At the beginning of the year he was 
8th within the 700 in his year at his 
school, but recently he fell to 25th — 
he must work harder. He must also be 
good at all things; if he falls behind in 








in other areas, the stated intention 
of widening the “hands off" policy will be difficult to 
achieve given the heavy-handed practices of the past. Ad- 
ministration in institutions of higher learning is carried out 
by ministry employees, and there are frequent disagree- 
ments between them and the faculty. 

South Koreans demand a great deal from their univer- 
sities. For the government, sorting out what is best policy 
for the country's universities is a delicate process: because 
of the political stage the students occupy, mistakes on 
purely administrative matters can lead to politically de- 
stabilising demonstrations. Universities also face another 
challenge of a purely educational nature: how to create à 
system which is less tied to cramming, 
and more to stretching students' ima- 
ginations. 

The introduction of American ideas 
has in many cases merely reinforc- 
ed established habits. "We have creat- 
ed a nation of followers with 
this system, but now we need more,” 
reflected Prof. Suh Kwang Sun 
of Ehwa Women's University. 

— PAUL ENSOR 
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choice, but wish to attend that uni- 
versity because of its good name. 

Asked what he liked about school, 
Lee could not think of anything ex- 
cept the annual Sports Day. He does 
not think he works hard enough, but 
thinks that the system as it is, how- 
ever rigorous, is probably the only 
one possible considering the heavy 
demand for university places in 
South Korea. 

Of the 59 students in his class, 50 
students would like to go to univer- 
sity, but only about 20 will make it. 


art or music, it will affect his ranking. 

He will spend most of his summer 
and winter holidays taking extra 
classes at school, and as the final 
exam gets closer even Sundays (he is 
at school until 5 p.m. on Saturdays) 
will be filled with work. 

Once the exam is over and the re- 


sults are known, Lee will know his 
chances of getting a place at SNU. 
His score will also decide which de- 
partment he can enter. Some of the 
less popular departments of prestigi- 
ous universities are filled with stu- 
dents whose scores were not suffi- 
cient to enter the department of their 





Lee can understand why the stu- 
dents in universities demonstrate, 
and says he and his friends are al- 
ready talking about demonstrating 
when they reach university. He said 
high school students would demon- 
strate also. But they are too busy with 
their studies. — PAUL ENSOR 








Meeting - the driving force 
behind development 


Meeting, and joining hands, form 
an invisible driving force that 
holds the essence and promise of 
development. 


In meeting, the powerful seeds of 
understanding, compassion and co- 
operation are sown. These seeds 
then begin to sprout in antici- 
pation of a fruitful future. 


Ssangyong realizes how precious, 
valuable and potentially great each 
meeting is. Between individuals, 
companies and even nations. 


And at Ssangyong we cherish 

the nurturing of these seeds that 
emerge from meeting, from joining 
hands together. 


des SSANGYONG - 
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Loneliness is not 


the farmers? 
only problem 


im Tae Sup is visiting his parents on their farm for 
K weekend. He is proudly taking children for rides 

through the paddy fields of his native North 
Chungcheon Province on a shiny new motorcycle he re- 
cently bought with wages from his job as a ticket collector 
on the Seoul underground railway. The rice planting 
finished a few weeks ago, and the farmers are wiling away 
the evening drinking makkoli a hearty rice wine still 
popular in the country, which has largely given way to beer 
in the cities. Kim left the v illage looking for better pay, and 
more interesting company. “My parents had picked out a 
girl from one of the villages nearby to be my wife, but I did 
not like her. When my parents said I had to find another, I 
packed my bags and went to Seoul," he said 

After three years in Seoul, Kim still has not found a wife, 
but he says his chojces are greater in Seoul. The depopula- 
tion of the countryside has made finding a suitable mate a 
very difficult task for some young people; so much so that 
the government intervenes at times by arranging mass 
meetings. Busloads of young women are regularly brought 
from the cities, where they have gone to find jobs in restau- 
rants and factories, to the country to meet the sons of farm- 
ers. Occasionally the newspapers will show a picture of 
such events: long tables lined with rows of bottles of soft 
drinks, with boys on one side, girls on the other, all looking 
very shy. 

Lee Min Hee serves drinks in a bar in Seoul's fashionable 
Young-Dong entertainment district. She grew up in a small 
village near Pusan in the southern part of the country. 
When she was 15, she went to live with her aunt in Pusan, 
the second largest city in South Korea, and studied to be à 
secretary. After four years there, three at school and one 
working, she was tired of her work. “I was not good at obey- 
ing orders, first in the village and then in the office," she 
says, so she and a girlfriend decided to go to Seoul. Within 
hours of arrival in the big city they both found jobs. "My 
parents would be shocked if they knew I am serving 
drinks," she says. “I just tell them that I am a secretary 
here." Some migrants to the cities come 
up against real disasters, investing 
hard-earned savings in hopeless busi- 
ness ventures. There are entire neigh- 
bourhoods on the poorer outskirts of 
Seoul made up of people who gambled 
and lost. 

Stories such as these are common in 
most developing countries, but in South 
Korea the flow to the cities has been par- 
ticularly dramatic. Between 1974 and 
1983, an average of 398,000 people 
moved from the countryside into the 
cities every year. Both in absolute and 
relative terms, the rural population has 
fallen, from 15.8 million people in 1965 
to 9.5 million in 1983. According to offi- 
cial projections, the farming population 
will fall to 6 million by the year 2000, or 
12% of the total population, compared 
to the present level of 24%. Most of the 
people leaving are young: this has meant 
the rural population has rapidly aged. 
According to Ministry of Agriculture 
and Fisheries figures, the numbers of 
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agricultural workers aged 
14-19 fell from an average 
rate of 27% of the total in 
the 1960s to 20% in the 
1970s, and down to 15% in 
the 1980s. The proportion of 
workers aged 50 or over has 
risen over the past decade 
from 19% to 24% of the total 
agricultural workforce. 

The flow of people to the 
cities has created labour 
shortages in busy seasons. 
During the spring planting 
season this year, wages for 
seasonal labour in the 
southern part of the country 
rose by 20%, the largest rise 
in several years. Seasonal 
labourers customarily travel from the south to the north, 
where planting and harvesting takes place slightly later. 
The government tries to augment the labour force with sol- 
diers, students, and government officials. 





e 2d 
Agriculture Minister Hwang In * 
Sung: signs of concern. 


countryside and into the cities is a matter of great 
concern to many South Koreans, As one diplomat put 
"in political life nothing is quite às appealing as putting : 
a diee in for the long-suffering farmers." Many urban 
South Koreans grew up on farms, and feel strongly that the 
farmers should share in the fruits of economic prosperity. It 
was the awareness of the political dangers of a growing gap 
between farm and urban incomes that led a former farm 
boy, then president Park Chung Hee, to initiate the 
Saemaul movement in 1970. This was to be a vehicle to 
channel more wealth and skills to the nation's farmers. The 
Park government's efforts to improve the relative status of 
farmers in the 1970s were successful; agricultural incomes, 
which had fallen in relative terms to 67% of urban levels- 
were brought to just over urban levels by 1975, but since 
then the tendency has been in the opposite direction once 
again. 

On the other hand, farmers in South Korea are in many 
ways surprisinglv conservative, considering that it has 
been the government's export-oriented industrialisation 
policies which have drained the countryside of people, and 


zs rapid flow of people and resources out of the 


South Koan —7 surprisingly conservative. 
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Aem amed by the Sie re! in "hé 19705. Asc one 
mer in Kim Tae Sup's village put it: "The last man 
k] was good, and this one seems to be doing the same 
ings.” 

ust.as most city dwellers have some direct ties to the 
intryside, the same is true in the country. Farmers follow 
he progress of their children in the big cities with pride, 
d regard it as natural that they should want to leave for a 
etter life. Many make great sacrifices to educate their 
dren to qualify them to succeed in the cities. According 
nfucian traditions, parents are willing to suffer to bet- 
heir children's position in the world, and can hope to 
fit in the end, perhaps spending their dotage in the city 
mes of their children. 


rospects for South Korean farmers are not very bright 
in 1985. Many talk about the 1970s as a golden age of 
assistance from above, which has now passed. The 
s was a period when the Park government, having 
1 a heavy emphasis on the external economy, turned 
domestic matters, assisting the farmers, and also 
through a highly ambitious import-substitutingi in- 
lisation programme. Policies since 1980 have turned 
0 external priorities. Stabilisation and liberalisation 
en the keywords of this new approach. Stabilisation 
marily meant controlling inflation, and liberalisa- 
as meant opening the economy up to the outside to 
X tain international competitiveness. 
iculture, which remains very inefficient by interna- 
al standards, is bound to suffer under such a regime. In 
efforts to curb inflation, Seoul's technocrats have 
d that food prices are much easier to control than 
es, and this has been reflected in the figures — wage in- 
ses have been consistently higher than increases in 
s of grains received by farmers in the 1980s; as opposi- 
New Korea Democratic Party MP Cho Hong Rae 
d: "The farmer has become the scapegoat of the anti- 
n drive of this government." The government can 
l prices of grains through its grain-management pro- 
1me, a legacy of the 1970s, which buys rice and barley 
higher than market prices, and sells to the public at 
levels. The government is now trying to scale down 
programme, which has incurred huge deficits (reaching 
350 billion [US$402 million] in 1984, the largest single 
it in the national budget), and left South Korean grain 
's more than twice world levels. 
nce the government announced its intention of reduc- 
ing the gap between purchase and selling prices of rice in 
1983, the matter has remained unsettled, subject to 
eriodic inter-ministerial and political wrangling., Re- 
ly the government's barley purchase price was raised 
y 6.5% — after the Economic Planning Board had recom- 

nded a rise of 2% — the larger increase was due to pres- 
rom the Ministry of Agriculture and Fisheries and the 


t the EPB's ruling on price increases was unusual, 
is an indication of the great difficulty the government 
face in its future attempts to reduce its deficits and pull 
1 prices down by closing the gap between the prices it. 
and those it receives. 

hile many liberal-minded scotiamidts d in ministries in 
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me and other policies in place which were ori 
ght in to improve income distributio and at the 
aise — inthe end they w 





l Ev the Gace of —— — and the income 


President Chun Doo Hwan's 


sition in the National Assembly. The successful revolt. 


il would like to dismantle the grain-management rally E 
riginally | 


disparity between rural and urban areas will widen." The 
report goes on to blame land reforms carried out in the 
early 1950s, which outlawed tenant farming and set re- 
strietions on land ownership. 

With such small holdings, productivity increases 
through. mechanisation are difficult to achieve, and in- 
creases through new strains of rice and fertiliser have prob- 
ably reached their limits. Changing thelaws regarding land 
ownership 1s much discussed, but remains an emotional 
issue among farmers. Under the Japanese, all land was 
leased to farmers by the colonial government and thus any 
attempt to bring tenancy back smacks of revisionism to 
many. The government is especially wary of the two radical 
farmers' groups, the Catholic farmers, and the smaller Pro- 
testant farmers, on this issue. 

Another issue which has stirred a lively controversy is 
imports. Grain imports since 1975 have more than doubled, 
from just over 3 million tonnes to 6.5 million tonnes in 1984. 
In an unusual protest, a group of South Korean farmers de- 
fied the heavy security around the US Embassy just before 
visit to Washington in April. 
As Cho Hong Rae put it: "We cannot apply theories of inter- 
national competitiveness to our farming community. We 
should protect [South] Korean agriculture as the Euro- 
peans and Japanese have protected their farmers." Further 
increases in imports seem to be inevitable, however, due to 
changes in the South Korean diet: as incomes have risen, so 





ENVIRONMENT 
A smell of success 
in the battle 








By Sonya Hepinstall i in Seoul 


ollution levels in South Korea are dangerously high. 
p The last set of statistics made available to the World 
Health Organisation (WHO) in 1978 showed that 
Seoul's air had the highest sulphur-dioxide content of the 
world's major cities. More recently, a study issued by Seoul 
National University indicated that 67% of the rain that fell 
in Seoul contained enough acid to be harmful to human be- 
ings. And though there has been progress in easing the 
country's pollution levels over the past few years, the level 
of contaminants in the country's major rivers regularly ex- 
ceeds permissible levels. 
Both the government and its critics have agreed that 





JA South Korea has reached a watershed in the evolution of its 
" environmental awareness. They say that if the country fails 


to recognise the damage that rapid industrialisation and 
urban growth. have occasioned, the problem of pollution in 
South Korea could have dramatic consequences. - 

To a large extent, the government has responded to this 
challenge. "The Environment Administration (EA) was 
created in 1980 under the Ministry of Health and Social Af- 


. fairs, and elevated: to. the vice-ministerial Tevel ni — hard at. 





has consumption of meat. Much of 
the growth in grain imports has 
been in the area of feedgrains for 
the countrv's growing population 
of livestock. Increased rice pro- 
duction in recent years has meant 
a gradual fall in rice imports 


lanners would like South 
p Korean farms to follow the 
examples. of Japan and 


Taiwan, where off-farm incomes 
provide a much larger share of 
total farm incomes than South 
Korea. If off-farm incomes in- 
creased, the farmers' critical de- 
pendence on the costly grain 
stabilisation programme would 
begin to fall. In Japan, 50% of ag- 
ricultural incomes come from 
work not related to agriculture, 
compared to 30% in Taiwan. The 
figure for South Korean farms 1s 
20%, of which up to a half may 
come in the form of remittances 
from children working in the 
cities. Progress in broadening the sources of income has 
been slow. Rural industrialisation schemes have had disap- 
pointing results. This has been due to the same tendency in 
South Korean society which draws voung people out of the 
farms and into the cities centralisation. Roads in the 
country are often unpaved and unsuitable for shipping 
goods in large quantities. Money in the country tends to 
flow to the cities, especially Seoul, making financing more 
difficult in the provinces. Local officials are all appointed 





The EA sees air pollution as South Korea's No.-1 prob- 
lem, partly because it feels it has the water pollution under 
control. Of the five pollution sources — sulphur dioxide, 
carbon monoxide, hydrocarbons, nitrogen oxides, and sus- 
pended particles (dust) — sulphur dioxide, nitrogen oxides 
and dust require attention most urgently. 

Although most statistics are disputed, partly because the 
methodologies used for data acquisition are so varied, the 
EA says 1982 emissions of sulphur dioxide in South Korea 
reached a total of 1.35 million tonnes. This figure can be 
compared to a combined total of 2.82 million tonnes dis- 
charged in 1978 in the much larger area occupied by the 
four Middle Atlantic states, including Pennsylvania and 
Washington DC, on the East Coast of the United States. 








City traffic: a major source of pollution. 
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Farming under the Saemaul scheme: a partial success. 





by the central government, and 
thus have relatively less interest in 
local prosperity than is the case in 
Japan. 

Attempts to reduce farmers' in- 
come dependence on grains have 
had mixed results. In 1981 around 
60% of farming incomes came 
from grains, and by 1985 this has 
been cut to 50%, with the share of 
fruits and vegetables rising from 
20% to 25% and livestock from 
16% to 20%. Formerly seasonal 
fruit and vegetables are now being 
produced year-round under plas- 
tic sheeting, and farmers are sell- 
ing these in a much more 
businesslike manner than in the 
past, though bad roads and com- 
munications — as well as some- 
times inaccurate advice from the 
government — have made market- 
ing fruit and vegetables a risky 
business for many. 

Agriculture thus presents a 
catalogue of problems: having 

been allowed to whither during the ‘60s, political necessity 
made it imperative to revive farm incomes quickly. Once 
achieved, the government has discovered it cannot afford 
to subsidise what will always be a very expensive and inef- 
ficient manner of producing rice — which is slowly losing 








popularity among consumers exposed to foreign eating - 


habits anyway. However, the political necessity of keeping 
some sort of parity between farm and urban incomes will 
not simply go away. — PAUL ENSOR 





The comparatively high sulphur-dioxide levels in a con- 
centrated area are due to a heavy dependence on fossil fuels 
to meet South Korea's energy needs. Power plants and in- 
dustry are the greatest contributors, with heating a close 
third. Industries in the Seoul metropolitan area, Ulsan and 
Ulju have only recently been required to use the expensive, 
imported Bunker-C oil with a low sulphur content (1.6% as 
opposed to 4%). In 1981, motor vehicles were obliged to use 
low-sulphur diesel fuel (0.4% rather than 1.0%). City offi- 
cials contend that import and sale of high-sulphur oil is il- 
legal, but they admit that there are frequent violations of 
this rule. 

Another contributing factor is the use of anthracite coal 
for home-heating, which accounts for large amounts of sul- 
phur dioxide and carbon monoxide in urban 
areas, while anthracite ash contributes sig- 
nificantly to the total suspended particles. 
Seoul city officials try to encourage residents 
and shopowners to use “municipal gas" (lique- 
fied natural gas), but are finding it difficult to 
change a country's habits overnight. Besides, 
Seoul just does not have a gas pipelinenetwork 
extensive enough to meet the city's needs. 


ly 70% of all nitrogen-oxide emis- 

sions. Although only about a million 
motor vehicles are registered nationwide, 
40% of them are in Seoul, and a large per- 
centage of these are trucks, buses, taxis or 
private cars which are kept running almost 
all the time. Efforts by the EA to impose US- 
type pollution controls have met with strong 
opposition from carmakers, local news- 
papers report. The manufacturers, dealing 
with the problems of finding new markets 
overseas and fighting expanding competi- 
tion at home, point out that such devices, the 
technology for which would have to be im- 
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T he transport sector accounts for near- 


ANC. 


‘SOUTH KOREA '85 


ported from Japan, will be purposeless without the wide- 
spread availability of lead-free petrol. 

Dust is a very visible aggravating factor, especially in 
Seoul. This problem owes a great deal to the underground rail- 
way and other major construction projects currently going on 
simultaneously all over Seoul in preparation for the Olym- 
pic Games. The need to beautify and clean up Seoul before 
the Asian Games next year and the Olympics in 1988 plays 
an important role in all continuing anti-pollution projects. 
Although some officials say that the long-term pollution- 
control strategy and the short-term beautification plans 
for the games merely overlapped by coincidence, most pro- 
jects seem to be planne d for completion at least by 1988. 

Some say that the countryside, which has attrac ted much 
less of the EA's attention, is going to have to suffer for 
Seoul's benefit. This aspect of the efforts has touched the 
nerves of the people, who are frustrated to find that many 
long-delayed projects are gaining in popularity with the 
President's Office only as the Olvmpics near. An American 





WHO representative working for the EA as a consultant 





notes that whatever the reason, the problem of dust should 
be cleared up by 1988, and so is no longer its main concern. 

Similarly, the director-general of EA's planning divi- 
sion, Kim Hyung Chuell, says the administration is satis- 
fied with the present water projects and can now concen- 
trate all its energies on air-pollution. The largest source of 
inland water pollution is urban sewage and, in particular, 
Seoul's sewage. Only 8% of the city’s sewage is treated now, 
while the rest, including garbage and fecal particles, is 
dumped straight into the Han river. 

The Han River Development Project, of which planned 
renovation of the sewage system is a part, is most impres- 
sive. Kim Hak Jae, the project's division manager, explains 
that the second step — to purify the water — should end by 
1987, providing a total of 54 km of sewage interceptors to 
channel the city's waste into four new sewage plants. This 
means at least 25% of the sewage will be treated. 

River pollutants in South Korea are mainly organic, says 
Prof. Kwon Sook Pyo, director of the Institute for Enviro- 
mental Research at Yonsei University, giving sewage, in- 
dustrial waste, livestock and agricultural runoff as exam- 
ple. Since most large industrial complexes, some of them 
housing up to 250 different companies, lie downstream, 
chemical pollutants are mostly discharged into the ocean. 
Fishing in these areas is prohibited, Kwon says, but here 
also, there are violations. His overall assessment of the 
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in South Korea is that it is dangerously bad 


. — fish in these areas may become inedible if the discharges 


are not more strictly regulated. The Han river, he adds, is 
"incomparably worse than, for instance, the Hudson River 
in New York." 

Kwon maintains that the government has been forced to 
become more realistic since the announcement of the 
Olympic Games; this is reflected in the greater accuracy of 
their statistics. He asserts that the discrepancies between 
EA figures and others are primarily due to the fact that the 
EA publishes averages while others often base conclu- 
sions on a very specific study at a particular time. Activist 
groups such as the Korea Anti-pollution Organisation have 
claimed that the government, by refusing to acknowledge 
the dangerous dimensions of the problem, may distort fig- 
ures in order to present them in a better light. They cite re- 
cent developments at an industrial site in Onsan, where re- 
sults of independent and official studies on the health of re- 
sidents in the area have diverged widelv. 


won who is an EA consultant, praises the system by 
IK anti-pollution controls are strictly supervis- 

ed. The government has provided industry with 
financing for anti-pollution devices in the form of a revolv- 
ing fund, and the World Bank has extended a loan exclu- 
sively for the sewage facilities, so there is no 
excuse for non-compliance 

As to widespread reports that some indus- 
tries adhere to the regulations during the day 
and then discharge untreated waste water at 
night while the authorities discreetly look 
away, Kim Hyung Chuell says that though he 
cannot say what happened in the past, at pre- 
sent there is no such practice. "There will al- 
ways be violations," he sighs, “but the key lies 
in proper control,” 

Regulations, however, are only as good as 
the standards they enforce. According to Kim 
Yoon Shin, faculty associate at the University 
of Texas, the South Korean Government's 
standards leave something to be desired. The 
standards for sulphur-dioxide levels, for in- 
stance, are 1.8 times higher than in the US. 
Kim Hyung Chuell argues that they are the 
same as in Europe, and that the third stage of 
the environmental policy plan, in which the 
standards will be upgraded to that of the US 
and Japan, will be implemented by 1987. 

What seems most irritating to people like 
Kim Yoon Shin is that these standards have 
been set without, they assert, any consultation with or con- 
sideration for the public and the environmentalists. This, 
along with examples of what they believe to be cover-ups, 
forms the core of their harsh criticisms of the government's 
pollution policy 

Cho Hong Sup, an environmentalist who spends his spare 
time working as an advocate for a public-interest group. 
argues that pollution cannot be considered only in its scien- 
tific context, that the social and political dimensions can- 
not be ignored. “The government's main concern is with the 
pollutant,” he says, “the people's concern lies in the quality 
of their lives." He maintains that there is too much em- 
phasis on subsidies and not enough on innovation, legisla- 
tion and public participation. 

Despite all the past mistakes that are only now being 
recognised and hurriedly corrected, and even despite 
numerous failings of government policy, even the critics 
concede that the situation here is improving, steadilv, in- 
exorably. Any discussion of the environment, however, 
calls forth the larger issue of political participation. In in- 
dustrialised countries, true pollution control has been 
spurred by the demands of the constituency. In South 
Korea, the impetus has been provided by the Olympics. 
This raises the question of whether the end results will 
serve the people or tourism, and if today's efforts will pro- 
vide a better South Korea for future generations. oO 
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pr with global commit- 

ments require a bank with global 
resources, strength and know-how. 
American Express Bank is exceptionally 
qualified to meet the special needs of 
international clients. A few specifics: 


tunities available through the American 
Express family of companies, offering 
many more ways to protect their assets 
and make them grow. 


Over 65 years of experience. For over 
65 years, American Express Bank has 
meant exceptional service in meeting 
the financial needs of clients around 
the world. Today, these 
services also include 
American Express Bank 
Gold Card® privileges, 
and our exclusive, 
round-the-clock Premier 


One of the world's largest banking 
networks. American Express Bank has 
82 offices in 39 countries. This global 
reach gives you prompt access to all 
key financial markets - a crucial advan- 
tage in today's fast-paced world. 















Worldwide investment opportunities. 
Our private banking clients have access 
to the worldwide investment oppor- 
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World beadquarters of American Express 
Bank Ltd. will soon move to its new home in 
the 51-story American Express Tower, nou 
nearing completion in New York City. 


Services™ for the personal and business 
travel needs of certain clients. 


Your individual Account Officer. As a 
valued client, your personal Account 
Officer will handle your financial affairs 
swiftly, accurately and with complete 
confidentiality. 


Private banking with global reach, 
by American Express Bank: the finest 
in traditional banking services plus the 
latest in proven banking technology, 
worldwide. For more details on how 
American Express Bank can help you 
reach your specific objectives, contact 
us today. 


American Express Bank 
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To power its first coal-fired 
station, Indonesia turned 
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For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights 
burning bright and appliances and 
machines humming. 

But to B&W, who in partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 

Babcock & Wilcox's part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 


erected and commissioned the total 
boiler island here in the country's 
largest and first coal-fired station. 

And these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W's worldwide capa- 
bility. We're ready to share our un- 





matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership. 

.For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX: 069-59341 or, 
Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TLX: 98-6406. 
Babcock & Wilcox, a McDermott 
International company. 





ARTS &SOCIETY Es POLITICS 


Japans Marxists turn the 
revolution into ritual feuds 


By Derek Massarella in Tokyo 
M: academic visitors to the world's 

second-largest capitalist economy 
in quest of the secrets of Japanese eco- 
nomic success are totally puzzled by 
the fact that Marxism is so influential 
in Japanese universities. Marxism, 
after all, is the evil ideology so much 
detested by neo-liberal leaders in the 
West, not just as a politically danger- 
ous creed but for being responsible for 
sapping the capitalist virtues of risk, 
hard work and competition. How can it 
be that the new recruits to the major 
Japanese corporations, whose brand 
names have become household expres- 
sions in the West, pursue managerial 
careers and help steer their companies 
to the frontiers of comparative advan- 
tage with such devastating effect on 
their competitors, have passed through 
social science departments in which 
many of their professors are un- 
ashamedly Marxist? 

The answer is not yet another var- 
iant on the "Japan is a land of 
paradoxes" theme, but is to be found in 
the fascinating and generally over- 
looked intellectual history of Japan 
over the past 70-odd years. 

Marxism became influential in intel- 
lectual and literary circles in Japan in 
the 1920s, during the so-called Taisho 
Democracy (1912-26), when the new- 
ly industrialising Japanese econ- 
omy was facing acute difficulties. 
These were partly due to the problems 
of the latecomer in breaking into the 
existing world economy then domi- 
nated by the more advanced economies 
of the West with access to plentiful raw 
materials in their colonies. These dif- 
ficulties widened the existing gap be- 
tween the industrial and the agricul- 
tural sectors and in turn caused im- 
mense social problems. 

With the example of the Russian 
Revolution before them, Japanese in- 
tellectuals, like all their compatriots 
eager to find new models for Japan's 
development, plunged themselves into 
a rigorous and intense study of 
Marx' writings, which seemed to hold 
promise of explaining and offering a 
way out of Japan's economic mess. 

The interesting and crucial point 
about this infusion of Marxism into Ja- 
panese intellectual circles is that Marx- 
ism was not associated exclusively or 
even primarily with a political party or 
mass movement, as was the case in the 
West or in other Asian countries, nota- 
bly China — despite the founding of 
the Japanese Communist Party in 1922 
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May Day rally: long history of Marxism. 

and other socialist parties. It was as- 
sociated with opposition to the harsh 
social and political realities of the 
Taisho polity. At the representational 
level, democracy was severely re- 
stricted by the absence of universal 
suffrage, by prerogatives vested in the 
privy council, upper house and cabinet 
which effectively crippled the lower 
house, and by the existence of the army 
as a separate estate with direct access 
to the Emperor. 

To top it all, the government passed 
the infamous Peace Preservation Law 
in 1925, which provided the legal 
clothing for the curtailment of free 
speech, the arrest of leftist politicians 
and trade unionists and the purge of 
dissidents from the universities in the 








following decade. In short, the Taisho 
polity was a great deal less democratic 
than even the Weimar Republic. Thus, 
the communist party, by advocating 
what would have been considered 
basic bourgeois democratic rights in 
the West by this time, attracted many 
sympathisers. In a sense, one could only 
be a liberal by being 
a Marxist 

Marxism was also 
widely studied in the 
universities. One of 
its most important 
contributions was to 
provide a convincing 
tool with which to 
analyse Japanese 
development, there- 
by laying the foun- 
dations of academic 
social science in 
Japan. Nowhere is 
this more vividly il- 
lustrated than in 
the great debate be- 
tween the koza-ha 
(study or lectures 
faction) and rono-ha 
(worker-farmer fac- 
tion) on the nature of 
the Japanese state, 


which raged from 
the late 1920s and 


inspired a prodigi- 
ous literature, some 
of very high quality. 

The former be- 
lieved that Japan 
had not yet under- 
gone a bourgeois 
revolution because it 
still had consider- 
able feudal remnants 
which kept the 
farmers barely at 
subsistence level. In 
strategic terms, it 
was necessary, there- 
fore, to have a true 
bourgeois revolution 
^| before there could be 
a socialist one. The 
rono-ha took the opposite view, argu- 
ing that Japan had undergone a bour- 
geois revolution after the Meiji Resto- 
ration of 1868 and that therefore a 
workers’ revolution was possible in the 
near future. 

The debate, which split the com- 
munist party and left a legacy of 
ideological division on the Left which 
survived well into the post-war era, 
flourished until 1937 when it was sup- 
pressed with the ascendancy of the 
military. But even before then the al- 
ternative, which was to reach its 
apogee during the mass mobilisation of 
the Pacific War, had shown itself in the 
dreary conformity to official thinking 
to which many intellectuals, including 
journalists, willingly submitted them- 
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— selves. Not all were to — 


compromise, however, 
and write enthusiasti- 
cally in support of the 
emperor-system and 
the government's war 
aims. Some intellectu- 
als were imprisoned, 
professors were dis- 
missed from the uni- 
versities, accused of 

being Marxists, though 1 

they were really no gi 
more than liberals, and i 
many more retreated i 
into their own private i 
world. à 


^ 


any who did colla- 

borate were Marx- 
ist converts (tenko) who asserted 
theoretical consistency on the grounds 
that Japanese militarism would help 
speed the collapse of capitalism. It 
was a variant of the kind of perverse 
logic that led many European social- 
ists to support their governments in 
1914. 

With defeat in 1945 and the dis- 
crediting of the emperor system, Marx- 
ism soon filled the philosophical and 
ideological hiatus. It alone appeared to 
offer a consistent, and in the light of re- 
cent events, compelling interpretation 


Tokyo University: intellectual posturing. 
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of modern Japanese history, and it had 
acquired an added moral attraction in 
that with the exception of those who 
had slipped over the line from social- 
ism to a kind of national socialism, its 
proponents had steadily opposed the 
emperor system. In the post-war at- 
mosphere of disillusionment and intel- 
lectual thirst, young intellectuals, the 
majority of whom would staff the uni- 
versities during the subsequent econo- 
mic boom, soaked up Marxism like 
water in a desert. There was a fairly 
broad dissemination of Marxism. As 


Doctors ignore six generations of 


wrestlers turned 


By Jamal Rasheed in Lahore 

one setters, snake-venom suckers, 

fakirs, herbalists and wrestlers- 
turned-healers continue to cure more 
rural Pakistanis through their unor- 
thodox medical ways than most hos- 
pitals. Yet their methods of cure, 
which evolved centuries ago, are still 
not being taken seriously by doctors. 

Some 135 miles due west of Lahore, 
along the main highway through the 
heartland of rural Punjab — Pakis- 
tan's most prosperous and populated 
province — is a wayside bus stop call- 
ed Chakian. It is just one more dirty, 
run-down stop where a few tea stalls 
and hawkers compete to fill the 
stomachs of tired passengers. On 
Chakian's outskirts, under the shade 
of a huge sheesham tree sit 100 or so 
people. Dozens more lie sprawled on 
beds nearby, their twisted bodies un- 
protected from the sun and the flies. 
Men, women and children wait pa- 
tiently for the attention of an old man 
who sits cross-legged on a small plat- 
form of wooden boards. 

Mohamad Bux has a well wrinkled 
face, but eyes that twinkle despite the 
exhausting 14-hour working day he 
puts in. He is a wrestler, or pahlwan, 
turned bone setter and his fame is so 


bone setters 


widespread that patients come from 
Karachi, 800 miles away to the south 
and Gilgit, 400 miles to the north in 
the Karakorum mountains. A few ex- 
pensive cars are also parked nearby: 
he regularly treats judges, army gen- 
erals, top bureaucrats and indus- 
trialists. 

Traditionally when pahlwans re- 
tire from wrestling they earn a living 
as bone setters or masseurs. Although 
most are illiterate, wrestling and 
bone setting invariably have been 
family professions for generations — 
their practitioners knowing the 
human anatomy better than many 
doctors. Bux's family have had the 
skill for six generations. His grand- 
father, who worked on the railways 
in British India, one day mended the 
broken arm of the daughter of a Bri- 
tish official. The railways gave him a 
handsome pension and told him to 
concentrate on healing people. The 
family moved to Pakistan in 1947, 
where Bux gave up wrestling at the 
early age of 25 to concentrate solely 
on his healing skills. 

He says that if a patient with a bro- 
ken arm or leg comes to him within 24 
hours, he can mend it in a matter of 
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. before, its subscribers 
were not tied to one 
party, though the 
communist party car- 
ried most respect be- 
cause it had genuinely 
suffered. 

The situation today 


owes much to this 
background Again 
"progressive" is as- 


sociated with Marx- 
ism, usually by Marx- 
ists in the universities 
and in the school 
teachers’ union (Nik- 
kvoso). These Marxists 
see themselves as the 
watchdogs of Japan's 
post-war freedoms, 
ironically brought about by the Ameri- 
cans, and the inheritors of the resist- 
ance to militarism, determined to op- 
pose any rightward lunge by the LDP 

for example by increasing defence 
spending, revising the constitution, 
recognising Shintoism as the official 
religion again, and changing the edu- 
cational system. 

Some of the LDP motives for these 
shifts may indeed be suspect. However, 
by responding to any move by the gov- 
ernment to tackle the pressing prob- 
lems facing society (Japan does get its 





minutes. Those who delay longer or 
try a hospital first take a few weeks to 
fix. He manipulates muscles, mas- 
Sages sprains with a specially con- 
cocted oil, relieves rheumatic pains in 
the back by pinching nerves in the 
legs, and much more. Two of his pa- 
tients were young boys who had been 
left totally paralysed after typhoid 
attacks. He claims he can have them 
on their feet within six months. 

His knowledge of the nervous and 
muscular system and his remedies are 
something akin to Chinese acupunc- 
ture, except that he uses his fingers 
rather than needles. The only medi- 
cine he hands out liberally is a black: 
ish powder which tastes of wheat 
bran and various spices though its 
composition is a family secret. There 
are hundreds of such pahlwans prac- 
tising in rural Pakistan but they do 
not divulge their remedies to each 
other and Bux only respects those 
who have “some family background 
— in other words people whose fami- 
lies have been practising this skill for 
at least 100 years." 


i nterviews with many patients dem- 
onstrated the appalling lack of at- 
tention, mistreatment and sheer cal- 
lousness of many Pakistani hospitals, 
Many were traffic-accident victims 
who were first taken to hospital. 
Their bones were wrongly set, or in- 
fections developed and after spend- 
ing thousands of rupees, many just 
refused further hospital treatment 
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defence on the cheap, there is a ne 


work out a coherent defence policy, 


and education certainly needs reform- 
ing) with Pavlovian cries of “reac- 
tionaries under the bed", the Marxists 
contribute in no small measure to the 
political sclerosis that seems to be 
gripping Japanese society today. 


I: the universities there is a fairly 
uniform division between Marxists 
and non-Marxists which takes a rather 
unusual form in the economics depart- 
ments. There the division is between 
Marxists and  Kevnesians, totally 
meaningless in terms of the Western 
scholarly discipline, probably even in 
Soviet terms too. The Keynesians ac- 
cusé the Marxists of divorcing them- 
selves from reality bv endlessly 
quibbling over obscure points of Marx- 
ist theory the equivalent of the 
medieval theological debates in the 
West over how many angels could 
dance on the head of a pin — instead of 
trying to address themselves to the 
problems of the real world. The Marx- 
ists of course refute 
confident of their moral righteousness 

This division echoes an earlier intel- 
lectual battle in the Edo period in 
which Confucian scholars who advo- 
cated jitsugaku (practical learning) 
denounced their oppnents as pur- 





and came to him. A baby girl who suf- 
fered a broken arm after falling 
under a cart was rushed to Bux who 
set it and then told the child’s father 
to have an X-ray taken to check the 
result. In a large government hospital 
the X-ray attendant shoved the girl 
roughly in front of the machine, 
breaking the arm again in two places. 
She lay screaming in agony as Bux 
reset the arm. 

Influential people whom Bux has 
cured have long campaigned for his 
right to build a few rooms or a proper 
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these charges, 





But desta the profütünd diültereiiods 
between the two factions, and the in- 
tense lobbying and often blatant pres- 
surising that goes on in departmental 
and university elections to win over the 
non-aligned, in practice it makes little 
difference who has the ascendancy. As 
with other areas of Japanese society, 
the possibilities of achieving meaning- 
ful change are very circumscribed. 
Change will always be at someone 
else's expense. And in a society which 
has convinced itself that consensus 
and harmony arethe well-springs of its 
strengths (historically, of course, they 
were not) there will always be a ten- 
dency to fudge or at most tinker in the 
hope that things will turn out for the 
best, rather than go straight to the root 
of a problem and do something radi- 
cal about it. The result is often in- 
consequential posturing and the dissi- 
pation of energies in ritualised feud- 
ing 

So in fact there is no danger that the 
minds of the young will be corrupted 
by Marxism — there are no Herbert 
Marcuses on Japanese campuses. Marx- 
ism in Japan was once undoubtedly 
liberal and progressive but todav those 
who profess themselves Marxist are 





mostly conservative, their 


clinic in Chakian where patients can 
rest comfortably rather than sprawl- 
ing on the roadside. However, when 
Punjab's health minister visited Cha- 
kian, complete with a TV camera 
crew and the press, he refused to ac- 
cept the idea. Most patients com- 
plained so strongly about govern- 
ment hospitals that the press and TV 
were forbidden to report the news of 
his visit. The official reason given is 
that Pakistan's professional doctors 
would complain at such publicity for 
someone many regard as a quack. 

In Sindh, fakirs and vogis have 
long been experts at curing snake 
bites or giving herbs to barren 
women. In Baluchistan, tribal fakirs 
cure pneumonia in the harsh winters 
by sacrificing a sheep, covering the 
patient’s body with the sheepskin 
overnight and giving herbal medi- 
cines. Most rural people continue to 
rely on thousands of herbalists who 
crowd the pavements of small towns 
and even major cities such as Kara- 
chi. Undoubtedly quackery is preva- 
lent, but so are genuine herbalists 
whose recipes have been working for 
generations. 

Bone manipulation is now becom- 
ing accepted in the West and os- 
teopaths are no longer ostracised by 
the medical profession. In Pakistan 
bone manipulation has been taking 
place since the dawn of time but doc- 
tors and government ministers can- 
not accept it as a cheap, effective and 
highly rational method of cure. 


Marxism 
little more than a lapel badge. o 
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Power by marriage 


"The Soong Dynasty by Sterling Sea- 
grave. Harper & How, NewYork, 1985. 
No price given. 


Doane the personality of the late 
premier Zhou Enlai with some 
learned Sinologues recently, | men- 
tioned the rumour in the 1940s that he 
was considering a break from the then- 


vulnerable Communist camp to join , 


China’s Kuomintang (KMT) main- 
stream. There was a thoughtful pause, 
and then one of the scholars objected: 
"But there was no Soong sister left for 
him to marry." 

The three Soong sisters, Ailing, 
Chingling and Mayling, with their 
brother T. V. Soong, dominated Chi- 
na’s public life in the early decades 
of the republic, the founding of which 
their father Charlie had done so much 
to finance. The first married a finance 
minister (H. H. Kung), the second and 
third married présidents (Sun Yat-sen 
and Chiang Kai-shek), and the brother 
became the prime minister. The history 
‘of their upstart clan is one of the most 
_ extraordinary personal dramas of our 


age. Sterling Seagrave has done a ser- 


. vice by putting it together for the first 
time. 

Because the Soongs treated China as 
their personal possession, their story is 
often indistinguishable from China's 
modern hisfory. Seagrave's chronicle 
has the traditional merit, therefore, of 
illuminating Chinese politics and dem- 
.onstrating just how awful the modern 
Chinese are at public affairs. 

China's imperial government was 
the prerequisite of a ruling elite re- 
cruited by merit, though invested 
thereafter with absolute power. But 
that had degenerated by the 20th cen- 
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tury into an effete despotism, and what 
followed in the 1920s and 1930s was 
freebooting by petty tyrants in league 
with big business. 

The Chinese tradition much 
praised by Voltaire had no provision 
for democratic republics, and so, after 
1912, the rich, the greedy and the self- 
ish inherited power. They maintained 
it by summary execution, barbaric tor- 
ture, burying alive, poisoning at the 
dinner table and similarly painful dis- 
positions of opponents. This was «he 
world of the Soong's, "like a team of 
pickpockets through a carnival." To 
Harry Truman they were “all thieves, 
every damn one of them.” They 
finished as the richest family in. the 
world 

It all startéd with Charlie, who was 
neither Charlie nor Soong. He was 
born Han Chiao-shun in Hainan in 
1866, sailed to Java to be a servant, 
cajoled his way on board a ship to Bos- 
ton and was educated as a Christian 
missionary in North Carolina, The 
Americans took the last part of his 
given name as a surname — Soon, later 
Soong. 

His letters to a classmate betrayed 
the true Soong colours: “I been had 
good time with the girls, all day long, 
never looked at the books hardly 

In 1886 Charlie was home again, a 
handsome and Americanised young 
bible school teacher, in contact with 
those escalators to success in China, 
the triad secret societies. One of his 
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Chingling and Mao; Chingling and Sun Yat-sen; Chingling: it all started with Charlie Soong. 


PHOTOS XINHLIA 








“brothers” there was Sun Wen. the fu- | 


ture Sun Yat-serf, Soong cannily moved 
into the business side of religion, the 
printing and selling of bibles. He soon 
found himself helping to fund Dr Sun's 
republican cause. 





In the 1890s his terrible brood spill- 
ed into the world — Ailing ("Pleasant 
Mood"), Chingling ("Happy Mood"), 
T.V. and Mayling (“Beautiful Mood”). 
Their mother, Ni Kweitseng, must 
have been a strong influence on them, 
but she is the only member of the fami- 
ly whose personality is not describ- 
ed. 

When the eldest daughter, Ailing, 
went to the US for education in 1904, 
Charlie bought a Portuguese passport 
for her. As a result, she was detained at 
San Francisco harbour for 19 days — 
and never forgot it. Characteristically, 
she complained bitterly to president 
Theodore Roosevelt when invited to 
the White House later. 

This capacity to be at ease on either 
side of the Pacific was a strong feature 
of the Soong family. Charlie’s conver- 
sion to Protestantism was no flash in 
the pan: Christianity, in form at least, 
played a big part in his family's life. 
His most famous son-in-law, president 
Chiang Kai-shek, was converted to 
Methodism purely as a means of mar- 
rying Mayling, though, when he later 
ordered six radical writers to be buried 
alive, the leftwing sister, Chingling, 
delivered the acid comment: “Evi- 
dently in his bible studies he has not 
yet reached the Corinthians.” 


B: then, burying alive was quite 
normal in Chinese politics. Less 
common was the aping of American 
ways which enabled the Soongs to 
manipulate public opinion and public 
funds in both countries. Mayling con- 
fessed that, "the only thing Chinese 
about me is my face," and she and T.V. 
were often referred to as "bananas" — 
yellow on the outside, white under- 
neath. Their families have settled in 
America, not China. 

The second thread running through 
the Soong story is the power of the sec- 
ret societies. The KMT could. never 
have achieved success without them. 
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Mayling learned this very early in her 
career. On her marriage to Chiang Kai- 
shek, she argued him into stopping his 


protection money payments to the 
Green Gang in Shanghai. Tu Yueh- 
sheng, the sinister boss of the Green 
Gang, promptly kidnapped her in her 
own Rolls Royce and held her until 
the Generalissimo resumed his 
dues. 

Opium was, of course, the heart of 
secret society business, and Tu drew a 
commission on virtually every dope 
transaction, linked with the American 
heroin empire of Lucky Luciano. This 
same Tu,  incidentally, followed 
Chiang Kai-shek in becoming a 
Methodist in 1936. Mayling com- 
mented sarcasticallly that, after his 
baptism, there was a marked decrease 
in kidnapping. They may have been 
wicked, but the Soongs had a sense of 
humour., 

After Christianity and triadism, à 
third dollar of the Soong dynasty was 
the dollar itself. Charlie started from 
nothing to become very rich, and his 
nose for profit was inherited by Ailing, 
who suitably married a man who was 
not only enormously wealthy in his 
own right, but became the minister of 
finance. 

She presided over teams of sec- 
retaries and accountants to administer 
his fortune, and the gossip in Shanghai 
had her hiring assassins in the classical 
mode to promote their deals. The 
handling of money was second nature 
to the Soongs. 

The KMT was a mess. Borodin, the 
Soviet agent, described it as “a toilet 
which, as often as you flush it, still 
stinks." The Soongs diverted billions 
of dollars to théir own pockets. 
Nevertheless, the Americans bent over 
backwards to give the Chinese Gov- 
ernment the benefit of the doubt. The 
British, on the other hand, had no illu- 
sions. Everybody knew who the Bri- 
tish wartime radio comedy character 
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"General Cash My-check" was sup- 
posed to be. 

The extravagance of Mayling was, of 
course, legendary. Leaflets in Shang- 
hai accused her of buying US$4 million 
worth of toiletries from France every 
year, and spending US$800,000 on a 
pair of diamond shoes or US$500,000 
on one dress. For a woman supposed to 
be giving a lead in modernising China, 
she displayed breathtaking double 
standards, continuing to chainsmoke 
her mentholated English cigarettes in 
private while encouraging Chinese boy 
scouts in the New Life Movement of 
the 1930s to forcibly throw other peo- 
ple's cigarettes away into the gutter. 
She scandalised the White House staff 
by having her silk sheets changed four 
or five times a day. 


b resident Franklin B. Roosevelt once 
asked her at the dinner table how 
she and her husband would deal with 
coalminers who went on strike during 
wartime. The whole table gasped as 
she silently drew a long, laquered nail 
across her throat. “She can talk beau- 
tifully about democracy,” Eleanor said 
afterwards, “but she does not know 
how to live democracy.” 

T. V., the shrewdest of Charlie 
Soong's children, ventured the predic- 
tion as early as 1932 that, if China had 
to choose between communism and Ja- 
panese militarism, it would choose 
communism. 

One reason for the unexpected out- 
come of the Chinese civil war was the 
moral weakness of the Soong family, 
and the great heights to which it car- 
ried the Chinese instinct to place per- 
sonal and family interests before those 
of nation or state. To see its vices de- 
scribed so fully is to wonder how the 
KMT government was ever able to con- 
trol a nation, let alone fight a war or 
convince foreign allies of its serious- 
ness. There is, of course, another side to 
the picture which Seagrave is not con- 





cerned to paint here, and that is the ad- 
vance which was made in China during 
those decades in industry, transporta- 
tion, communications, and other mat- 
erial forms of modernisation. 


It was disappointing compared to = 


the need, and it was constantly 
threatened by the Soong family's silli- 
ness, but there was palpable progress 
all the same. It would be wrong to con- 
clude from this book that everything" 
under the KMT was bad, or to jump 
from that to make the mistake which 
others made later, that everything 
under the communists was good — a 
mistake which is all too easy to make 
after reading this book, as it gives the 
deadly excesses of the communist re- 
gime a miss. It is the continuity in 
China that is interesting. How much of 
the Soong lifestyle and its self-in- 
dulgence is still there? How much did 
Jiang Qing — or even Wang Guangmel 
— owe to Mayling? 

The sad thought, which a magnifi- 
cent book such as this provokes, is how 
China is always sold short by her rul- 
ers. Whether KMT or Communist, they 
all fall victim to grandiose ideas, 
dreams of petty glory, tinpot dictator- 
ship follies. 

The sense of disillusion in China now 
is alarming. With one generation let 
down by the Soongs, another by Maoist 
demagogues, people today seem bewil- 
dered, drained of ideals, aware of no 
other means to serve people than by 
bureaucratic conformism, histrionics 
or commercial success. 

Even if Zhou Enlai had found a 
Soong sister to marry, he could not 
have prevailed over the gangsters, the 
Chinese yakuza, who pulled the strings 
of government. So the real question 
which all this history poses is: has 
communism provided a sufficiently 
satisfying alternative to the secret 
societies in Shanghai, or are they still 
there, waiting to come out again? 

— DICK WILSON 
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Asian banks’ fault line 


By Anthony Rowley in Hongkong 
anking and finance company fail- 
ures or problems seem quite sud- 
denly to be reaching epidemic 

proportions in parts of East and South- 

east Asia. The collapse of Overseas 

Trust Bank (OTB) in Hongkong early 

in June triggered off bank runs in Ma- 

laysia where many banks appear over- 
extended, and shortly afterwards the 

South Korean Government announced 

a huge financial infusion to pre-empt 

problems in the banking sector. 

A few months before the OTB cr*sh, 
Taiwan had suffered the collapse of a 
major finance company controlled by 
the Cathay group while, in Thailand, 
the government takeover last year of 
Asia Trust Bank (ATB) was followed 
by the Mae Chamoy chit-fund scandal 
(REVIEW, 11 July). Although not con- 
nected directly to the banking sec- 
tor this was symptomatic of wider 
problems in the Thai financial sys- 
tem. 

The question that inevitably arises 
from this spate of incidents is why they 
occured in such a short space of time 
and to what extent they are linked. The 
short answer is that they are not di- 
rectly linked, except in the case of OTB 
whose. owners' activities extended 
from Hongkong to Malaysia and 
beyond (REVIEW, 20 June). There is an 
element of coincidence but just as with 
the closure of a major private commer- 
cial bank, Pacific Banking Corp., in the 
Philippines (page 86), all the incidents 
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highlight weaknesses endemic to the 
region's financial system. 

Such weakness is not unique to Asia, 
as recent problems in US banking and 
thrift institutions have shown, and 
Britain is currently recasting its sys- 
tem of banking supervision in the wake 
of the Bank of England rescue of 
Johnson Matthey Bankers. The quick- 
ening pace of financial liberalisation is 
a global factor revealing structural 
weaknesses in places as far apart as 
London, New York and Tokyo 
(REVIEW, 27 June). But a special factor 
in Asia is the relative underdevelop- 
ment of the banking system compared 
to other sectors of the economy whose 
rapid expansion has outpaced the pro- 
vision of funds and the regulation of 
banking activity. 

Hongkong has a highly developed 
banking and finance-company sector 
but the sheer speed at which the sector 
has grown over the past 10 years has 
outstripped regulators’ ability to 
police it adequately. Only now are seri- 
ous efforts being made to redress such 
weaknesses (REVIEW, 11 Apr.) and if 
anything they seem likely to show up 
further flaws in individual institutions 
before the legacy of past neglect is 
spent. The collapse of OTB — as with 
that of Hang Lung Bank and Dollar 
Credit two years previously — appear 
to have been a result partly of fraud. 
But stricter and more intelligent 
süpervision of banks and deposit-tak- 














ing companies would almost certainly 


have helped pre-empt such mis- 
demeanours. 
Beyond Hongkong where the 


problems of the banking sector have 
been well-catalogued following the 
OTB affair the situation appears 
even more complex. In South Korea, 
for instance, a long tradition of gov- 
ernment ownership and control of 
banks has rendered them largely de- 
void of professional talent and unable 
to adapt easily to the sort of more lib- 
eral environment being urged both by 
domestic reformers and by the US. 
(The US Treasury has been systemati- 
cally lobbying a number of East and 
Southeast Asian countries to liberalise 
their banking systems, particularly 
with regard to the freedoms allowed to 
foreign banks.) 


oliey-based lending by South 

Korean banks, reflecting their 

subservience to government, has 
left them dangerously exposed to the 
fortunes of a clutch of big companies 
and those fortunes are now declining. 
Hence the recent massive infusion of 
government cash into the banking sys- 
tem. It has also given rise to the growth 
of a major unofficial banking sector — 
the so-called kerb market — which has 
also been a theatre of dramatic col- 
lapses in recent times. A not altogether 
dissimilar situation prevails in Taiwan 
where a huge underground loans mar- 
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ket exists, which provided the setting 
for the Cathay collapse. 

Malaysia's banking svstem is some- 
what more developed institutionally, 
though recent problems have highlight 
ed the lack of adequate banking pro- 
fessionalism in domestic institutions. 
The Bumiputra Malaysian Finance af- 
fair highlighted the lack of controls in 
certain institutions but more recent 
problems suggest this may have been 
only the tip of an iceberg. Over-en- 
thusiastic lending by other banks, 
against property and share collateral 
— partly at official behest — may 
cause other problems to surface before 
Malaysia's problems abate. 

In Thailand too, the problems of 
ATB have, underscored the need for 
tighter regulatory control of banks 
though here, as in other countries, it is 
not yet clear that the political will 
exists to make fundamental reforms. 
Banks are often powerful institutions 
in Asia — more powerful than else- 
where, through lack of developed capi- 
tal markets to which borrowers can 
turn. Thailand's own kerb market 
the chit-funds — also involve some 
politically powerful figures, as does 
the South Korean kerb market. This is 
reflected in apparent government un- 
willingness to move decisively against 
such unofficial markets. 

All of the problems analysed below 
by REVIEW correspondents in Seoul, 
Taipei, Kuala Lumpur and Bangkok 
highlight the need for regulatory re- 
form. But they also point to a need for 
greater consultation among the bank- 
ing supervisors of the region, espe- 
cially as many of the banks either have 
shareholding groups with interests 
throughout the region or make loans to 
linked — Overseas Chinese and other 
— business groups. o 
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Taiwan's opaque rules 


Banks suffer from both under-regulation in corporate 
disclosure and over-regulation in monetary affairs 


By Carl Goldstein in Taipei 


Ithough lip service is often paid to 

the need for modernisation and 
liberalisation of Taiwan's banking 
sector, the lack of action so far is rais- 
ing questions about whether the poli- 
tical will exists to implement re- 
forms. The crisis erupted because 
government regulators failed to halt 
illegal lending practices at the Taipei 
Tenth Credit Cooperative until bil- 
lions of NT dollars had been funnel- 
led into related companies also con- 
trolled by Tsai Chen-chou, who head- 
ed one branch of the Cathay group 
(Review, 7 Mar., 11 Apr.). 

The underlying factors that contri- 
buted to Taiwan's worst banking 
crisis stemmed from a combination of 
under- and over-regulation. A failure 
to enforce companies’ disclosure of 
accurate financial information de- 
prives banks of the data needed to as- 
sess credit risk, resulting in an under- 
standable reluctance to lend non-sec- 
ured funds. The consequent difficul- 
ties in obtaining funds have contri- 
buted to the development of a huge 
underground loan market. 

The dangers of the kerb market for 
both borrowers and lenders were 
amply demonstrated in the Cathay 
affair. Some NTS$6 billion (US$150 
million) of Tsai Chen-chou's debt was 


from private sources. The heavy in-' 


terest burden, with rates up to 30% a 
year, led to a vicious cycle of borrow- 
ing to cover interest charges on ear- 
lier debt as well as operating ex- 
penses for his companies. 

The government owns or controls 
all major domestic banks, a policy 
that grew out of the financial chaos 
and hyper-inflation in China during 
the late 1940s — and was one of the 
factors that led to the Communist 
victory. The indelible impression this 
episode left on the Kuomintang 
leadership makes them reluctant, 
even 35 years later, to relax state con- 
trol of the financial sector. 

With a de facto ban on the estab- 
lishment of new privately owned 
banks in effect, other types of finan- 
cial institutions that were left open 
for private capital, especially credit 
cooperatives and investment and 
trust companies, gradually expanded 
their scope of operations until they 
became little different from banks. 

The 75 cooperatives, which are 
members-only savings-and-loan in- 


stitutions, had been intended to re- 
main small, but by the end of April 
they held total deposits of more than 
NTS254 billion. With the difficulties 
in obtaining loans from state-owned 
banks, whose loan officers tend to 
favour state-owned corporations and 
larger private companies, many small 
businessmen routinely use funds bor- 
rowed from cooperatives (which have 
a maximum lending limit of NT$9 
million) for business purposes. 

This is technically illegal, but fi- 
nancial regulators, realising that 
rigidities imposed by the state- 
owned part of the banking sector re- 
quire some grey-area operations, 
have never enforced the law. 

The trusts, first established in 1971 
to manage medium- and long-term 
pension funds, also took advantage of 
grey areas in the relevant banking 
legislation to push their way into a 
wide variety of banking activities, in- 
cluding demand deposits. 

So far, little has actually been done 
to address the problems exposed by 
Cathay. The Ministry of Finance has 
said it will introduce legislation to 
strictly limit the size of credit 
cooperatives and set up more effec- 
tive auditing mechanisms. Also, the 
ministry has proposed to turn Tenth 
Credit, the largest cooperative, into a 
so-called people's bank, in effect a 
privately owned commercial bank for 
one locality only (Taipei). 


ome influential voices are calling 
for more drastic change. Liang 
Kuo-shu, chairman of the Chang Hwa 
Commercial Bank, one of three big 
state-owned commercial banks, said 
it was essential to give the banks 
more autonomy so they could satisfy 
the needs of an expanding economy. 
Liang is also chairman of the finance 
sub-group of the Economic Reform 
Committee, a top-level panel of busi- 
ness, government and academic fig- 
ures set up in early May to seek solu- 
tions to Taiwan's economic downturn. 
He called for the elimination of gll 
"structural" regulation, including 
the ban on new private banks, re- 
strictions on the number of branches, 
and government-set interest rates. 
Others go further, urging the pri- 
vatisation of the state banks and 
the removal of restrictions on foreign 


banks. 
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Seoul's cash conduits 





Banks, still finding their feet as private entities, are 
over-dependent on the nation’s biggest firms 


By Paul Ensor in Seoul 


he present , problems of South 
Korea's banks are a legacy of their 
ast role as conduits for cash allocated 
y the government to the private sector 
or investments in targeted develop- 
ment areas. The liberal technocrats 
who have been in charge of economic 
policy since 1980 say it is time to elimi- 
nate the waste that centralised plan- 
ning created, which in the case of the 
banks shows up most strikingly in the 
form of bad loans and inefficient man- 
agement. 

Such liberals are now sitting at the 
top of the very hierarchy they hope to 
dismantle. They are in a quandary: 
how to coax their formally pliant fol- 
lowers in the banking sector to act like 
money-makers, and how to address the 
issue of bad loans; both without in- 
creasing government intervention. 

Because the banks have always 
served as instruments of government 
. policy, the (legal) South Korean finan- 
cial system has not been a money-mak- 
ing sector. Banks have been stymied by 
problems characteristic of government 
offices — overstaffing, needless paper- 





Thailand's reformists 


work, frequent changes in manage- 
ment due to power shifts within the 
bureaucracy above, and little concern 
for customers. 

Since 1980, the five main commer- 
cial banks have been privatised, but 
they still look to the government for di- 
rection, and are still finding their feet 
as private entities. Heavy controls over 
the official banking sector have given 
rise to the illegal kerb market, which 
has served as a source of highly priced 
cash-on-demand to customers unable 
to obtain finance on the favourable 
terms which banks have offered to bor- 
rowers selected on the basis of govern- 
ment policies or connections. Policy- 
based lending has tended to concen- 
trate bank lending among the 30 
largest corporations in the country, in 
targeted fields such as construction, 
shipbuilding and electronics. 

The heavy concentration of loans to 
a few highly geared companies has 
caused a great deal of worry in recent 
years. Many of the targeted industries 
have run head-on into unfavourable 
international conditions, and are un- 





Leading bankers press for changes in bank 
laws to tighten up regulatory control 


By Paisal Sricharatchanya in Bangkok 


he government's takeover of Asia 

Trust Bank (ATB — since renamed 
Sayam Bank) last August underscored 
an overdue need for Thailand's monet- 
ary authority to sharpen regulatory 
control of banks. But almost one year 
later, the needed reform is still lacking. 
Legal amendments to the 1979 Com- 
mercial Banking Act, known to have 
been deliberated by officials of the 
Bank of Thailand (BoT, the central 
bank) for some time, are not included 
in the agenda of the current par- 
liamentary session. 

The reforms were pushed by former 
BoT governor Nukul Prachuabmoh. 
According to BoT sources, Nukul re- 
peatedly demanded improvement on 
ATB's questionable lending practice, 
whereby loans were channelled to af- 
filiated companies contrary to official 
regulations. His promptings were 
largely ignored and ATB's inability to 
service foreign loans, prompted the 
government takeover. 

Nukul was sacked and his successor, 
Kamchorn Sathirakul, later ordered a 
complete review of the proposed legal 
amendments. Kamchorn wanted the 


changes to cover other aspects of bank 
operations. These included a broad 
flexibility to allow the regulations to 
be adjusted to the evolving environ- 
ment of the international money mar- 
kets as well as to serve changing 
domestic economic conditions. 

One important aspect of the ATB 
case was that it underscored the 
shortcomings of the 1979 law, which 
does not provide any effective remedy 
for the regulators until the outbreak of 
a crisis, "We could order a bank to im- 
prove on any shadowy operations; but 
if it refuses, there is nothing much we 
could do apart from imposing the nom- 
inal fines," a central banker in charge 
of supervising and examining banks 
commented. “The [present] law doesn't 
allow us to remove unqualified bank 
directors or senior executives, " 

(A separate law governing finance, 
securities, and credit foncier business- 
es was amended — along much the 
same lines as that being sought for the 
banking act — following the shakeout 
in the finance-companies sector in late 
1983.) 

Article 17 of the 1979 banking law 
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able to pay their huge debts. South 
Korea's conglomerates or chaebol are 
very highly geared, with debt:equity 
ratios in the top 30 averaging 5:1. The 
collapse of the Kukje Group in Feb- 
ruary (REVIEW, 28 Feb.) focused atten- 
tion on the problem of bad loans held 
by big business, which according to of- 
ficial figures currently run at around 
Won 4 trillion (US$4.6 billion). 

The drop in the overseas construc- 
tion business owing to the slump in the 
Middle East has been the single biggest 
cause of the worsening bad-debt prob- 
lem. South Korean construction com- 
panies are owed more than US$2 bil- 
lion in unpaid bills by customers in the 
Middle East. The government's re- 
sponse to the problem has been to 
tightly control funds to the country's 
largest 30 companies (REVIEW, 16 May) 
in an attempt to wean them away from 
borrowing. 


NA the general economic picture 
worsened through the first half of 
1985, the problem of bad debts became 
increasingly difficult to ignore, and in 
June the minister of finance an- 
nounced that a special facility of 
emergency loans would be made avail- 
able to banks with problems arising 
from bad loans (REVIEW, 4 July '84) 
made to companies in trouble. Al- 
though he would not specify the 
amounts involved, he said the loans 
would be extended over the next few 





Nukul: no aon PERI PES 


authorises the minister of finance to 
revoke a bank's licence or put it under 
government control “when its position 
or operation is such that it could cause 
serious damage to the public." But 
there is no consensus over the point at 
which government intervention is ap- 
propriate, 

The absence of such a consensus put 
the central bank under fire in a more 
recent controversy involving the Siam 
City Bank. Analysts saw the public 
outburst by Boonchu Rojanasathien — 
former Bangkok Bank president and 
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years until the banks' financial stand- 
ing is improved. Banking sources in 
Seoul have estimated that around Won 
500 billion will be disbursed in special 
loans this year. 

Another problem the banks have, 
owing to their unbusinesslike begin- 
nings, is an inability to attract savings. 
Depositing with banks needs to be 
made more attractive. The government 
approach has been to draw money out 
of the kerb market and into a nurtured 
legal short-term money market, and 
then to coax that money into the banks 
offering gradually higher interest rates 
on deposits. This policy seems to have 
worked so far, with banks now offering 
interest rates on deposits which are 
competitive with the secondary in- 
stitutions. However, the kerb market is 
still alive and well, if smaller. 

The other side of liberalisation is the 
opening of the local banking market to 
foreigners. In April 1984, the Ministry 
of Finance announced an ambitious 
schedule to give foreign bank branches 
(of which there are presently 52 
throughout the country) the same 
rights as their local counterparts by 
1986 (REVIEW, 10 May '84). The foreign 
banks, particularly the US ones, had 
been campaigning for changes vigor- 
ously for years, and it was no coinci- 
dence that the measures were pub- 
lished immediately following a visit by 
the then US treasury secretary, Donald 
Regan. 
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one-time deputy prime minister who 
was ousted from Siam City's chair- 
manship in a boardroom battle — as a 
move to get the BoT to intervene before 
problems at the bank reached a crisis. 

The central bank's leniency toward 
Siam City underscores a classic case of 
the Thai monetary authority's concern 
to preserve stability of the overall 
banking system. BoT ordered Siam 
City to embark on à rehabilitation pro- 
gramme which included a capital in- 
crease and a phased write-off of bad 
debts. 

Problems at ATB and Siam City are 
not representative of the entire system. 
They ranked 12th and 10th and their 
assets accounted for only 1.7% and 3% 
respectively of all the 16 Thai banks (as 
of mid-1984). 

Most banks are still controlled by 
Sino-Thai family groups despite dives- 
titure requirements which have re- 
sulted — at least nominally — in more 
than 50% of their shares being dis- 
persed among small shareholders. The 
key players — notably Bangkok Bank, 
Thai Farmers Bank and Siam Com- 
mercial Bank, whose combined market 
share exceeds half of the total system 
— are professionally managed and fi- 
nancially sound. And many of the 
medium-size institutions have in re- 
cent years taken on professional mana- 
gers. Unprofessional management ap- 
pears to be a problem only in the small- 
er banks. u 
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MALAYSIA'S 
BANK JITTERS 


By James Clad in Kuala Lumpur 


Mess recent spate of bank- 
ing jitters results from a mixture 
of factors, some unique to the country 
and some not. They can be sum- 
marised under three main headings: 
» Declining corporate earnings have 
squeezed bank liquidity. 

» Banks are over-extended on prop- 
erty development and sháre acquisi- 
tions. 

» Many banks have taken various 
forms of over-valued or highly vul- 
nerable collateral. 

Signs of tight liquidity became ob- 
vious by mid-1984 when deposit/loan 
ratios for some commercial banks 
began to inch up toward the 90% 
range. Merchant banks and finance 
companies offered more competitive 
interest rates, pushing down com- 
mercial banks' earnings. Falling con- 
sumer spending is now catching up 
with finance-company  cash-flow, 
and many of these companies are 
subsidiaries of commercial banks. 

Malaysia has no monopoly on these 
problems, but the government's 
strongly expansionary, pro-business 
policies over the past year do have a 
bearing. Finance Minister Daim 
Zainuddin has encouraged continued 
lending for share acquisitions sec- 
ured against the stock purchased. 
Share allocations to bumiputras 
(indigenous Malaysians, mainly Ma- 
lays) in corporate-restructuring ex- 
ercises have provided quick pro- 
fits in buoyant sharemarket condi- 
tions. The banks have not been slow 
to join in, extending finance with 
shares as collateral to as high as 
80% cover for funds lent. In depress- 
ed stockmarket conditions, plunging 
market valuations have savaged 
these loan securities, lopping off 40% 
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of initially ascribed value. 
her problem lies in the habit of - 
making loans too readily available to 
influential people. Large non-per- 
forming loans now clutter many 
banks' portfolios, severely depress- 
ing earnings, especially among some 
top-ranking bumiputra banks. Prop- 
erty lending, particularly among the 
smaller banks, has become more 
troublesome as the glut in commer- 
cial office space and the stock of un- 
sold residential properties grow. | 

umours that some banks are over- - 
stretched gained impetus on sensa- 
tional (but largely unfounded) mar- - 
ket talk following the collapse of 
Hongkong's Overseas Trust Bank, 
a bank with many connections in: 
Malaysia. Small depositors show- 
ed their nervousness by staging 
a run on Public Bank in mid-June 
(Review, 27 June), a rare event which 
illustrates the highly volatile senti- 
ment in Malaysia. The temptation to 
move money to Singapore's "half- 
way house" helps explain why Ma- 
laysia, with interest rates at times 
pegged up to 2.5 points higher than in 
neighbouring Singapore, has failed 
to attract large inflows of capital. 
from the island republic. J 

Bank Negara (BN — the central 
bank) wants to implement proposals 
contained in a confidential Interna- 
tional Monetary Fund report on. 
liberalising interest rates. On its own 
initiative, BN also seeks gradually to 
introduce secondary mortgage mar- 
kets, open-market foreign-exchange 
dealings and, to create a secondary 
market in government securities. 

But the major stumbling block to 
BN's ambitions is perceived weak- - 
nesses in bank managers' aptitude. 
and experience. The most spectacular 
case of mismanagement was, of 
course, the colossal over-exposure of 
Bank Bumiputra’s Hongkong sub- 
sidiary Bumiputra Malaysia Finance. 

Central bankers also take a dim 
view of operational skills, especially 
in foreign-exchange dealings (where 
low limits betray shaky management | 
delegation of authority). | 

One by one, supervisory rules con- 
trolling the disguising of interest on- 
non-performing loans, on limits to- 
single-customer lending and on 
spreading the portfolio risk are being. 
adopted. Most of the current prob- 
lems boil down to inevitable difficul- 
ties following Malaysia's explosive. 
growth. A gap still exists between an. 
industry which has expanded by 
more than 20% during the last five 
years and the skills needed to manage. © 

Outright swindling — as is alleged 
in the BMF affair — may be compara- 
tively uncommon, but the next few 
stages of mismanagement — negli- 
gence or incompetence in managing 
complex — engage the cen- 


tral bank’s supervisory energies. 
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Hardline US attitude to Geneva talks on the 
future of the MFA promises rough sailing 


By Paul Sillitoe in Hongkong 

t appears increasingly likely that the 
Whardline US stance on textiles im- 

orts will make the going very rough in 
fanal talks this month to decide the 
fate of the Multi-Fibre Arrangement 
(MFA). The pact, which has regulated 
global trade in most textiles and cloth- 
ing for more than 10 years, expires in 
mid-1986 and must be extended or 
scrapped by then. | 

The resurgence of blanket protec- 
tionist sentiment in the US textiles in- 
dustry is epitomised by the so-called 
Jenkins bill, pending legislation which 
would dramatically reduce textiles im- 
ports from leading developing-country 
suppliers (REVIEW, 4 July). More 
alarming than the bill's existence, as 
officials here put it, is the unexpec- 
tedly strong support it is receiving: 
about half the members of each house 
of Congress back the legislation. 
. The Jenkins bill is a long way from 
becoming law. And opposition to it is 
mounting, in the US administration it- 
self, among the American importers' 
and consumers' lobbies and from coal- 
itions of developing countries. But ex- 
porting countries see the bill hanging 
like a sword over the MFA talks, which 
begin formally on 23 July in the 
Geneva-based Textiles Committee of 


the General Agreement on Tariffs and 
Trade (Gatt). The MFA is operated 
under Gatt's aegis. 

There seems to be little doubt now 
that most delegates will go to Geneva 
accepting that the MFA should be pre- 
served in some form or other, perhaps 
for a final term. (The original idea of 
the arrangement was to provide West- 
ern textiles manufacturers with tem- 
porary relief from low-cost imports so 
they could restructure.) 

The EEC looks more and more like a 
moderating force in the developed 
camp; a number of European officials 
have advocated renewal of the pact on 
liberalised terms. However, the fact 
that practical liberalising measures 
have not yet been spelled out, and that 
there is nothing near consensus among 
EEC nations — France, for example, is 
likely to maintain a protectionist 
stance — leaves Asian exporters scep- 
tical. (The preliminary EEC approach 
to a new MFA probably will be spelled 
out at the Geneva meeting.) 


The position of Hongkong and at. 


least some among a loose coalition of 
21 developing-country exporters is 
that if there is to be another MFA, a ra- 
tional case must be made for it. Pri- 
vately, though, several officials have 


A Euro-Asian renaissance 


The EEC says it will improve trade and other 
relations with Asia in a bid to soften its image 


By Shada Islam in Brussels 


he European Economic Community 

is trying to exorcise what EEC offi- 
cials describe as its “unfair” protec- 
tionist image before discussions on a 
new Gatt (General Agreement on 
Tariffs and Trade) round and the fu- 
ture of the world textiles trade open in 
Geneva. 

The community does not deserve its 
protectionist reputation, claimed 
Willy de Clercq, the EEC Commis- 
Sioner for External Trade, during a 
recent interview with tie REVIEW in 
Brussels in which he also predicted a 
rejuvenation of European commercial 
ties with Asia. The 58-year-old 
former Belgian finance minister em- 
phasised that the community had “put 
up more resistance to protectionist 
pressures than its industrialised 
partners, and is ready to do more in 
the future by participating in the new 
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Gatt round on liberalising world trade.” 

The EEC is seen as protectionist in 
Southeast Asia because of all the at- 
tention paid to such "sensational is- 
sues as textiles and Thai manioc,” ar- 
gued de Clercq. "But facts prove that 
such attacks are unfair." About 60% of 
Third World farm exports enter the 
EEC duty free, de Clercq noted. Other 
exports face only minimal duties. And 
the Asean countries had been able to 
send up to 30% of their textiles exports 
to the EEC despite the Multi-Fibre Ar- 
rangement (MFA), compared with 23% 
to the US and 3.6% to Japan. “Whether 
one likes it or not, the community mar- 
ket is an open one." 

Attempts to liberalise world textiles 
trade will be made by EEC negotiators 
during the forthcoming negotiations 
on MFA renewal. But, de Clercq em- 
phasised that as far as access to EEC 





markets 
would be given to the poorer and "in- 





Hongkong textiles: Jenkins bill fears. 
conceded that dropping the MFA now 
and returning to a theoretically non- 
discriminatory trading regime under 
the rules of the Gatt proper could lead 
to a dangerous cycle of restraint and 
retaliation (REVIEW, 2 May). A majority 
of developing countries seek a commit- . 
ment to an "eventual" return to the 
open multilateral system. 

However, sources in Hongkong say 
the surface unanimity of the 21 that 
emerged from a workshop in Mexico 
City in April masked some divergence, 
and the Geneva talks are likely to 
throw up still wider differences — the 
fundamental one being whether the 
MFA should continue in any form 
bevond 1986 

Against this background, US nego- 
tiators are likely to bring intense 
pressure to bear at the Geneva session 





was concerned, priority 
termediary" developing countries and 
to "states that open their own markets 
to our goods." He added, “we will have 
to be selective vis-à-vis the newly-in- 
dustrialising nations.” 

The EEC Commission remains con- 
vinced that an immediate return to free 
trade in textiles will not only jeopar- 
dise its successful attempts at restruc- 
turing, but also be against the interests 
of the smaller Third World textiles 
producers. "Textiles quotas should not 
be seen simply às barriers to trade be- 
cause they give certain countries a 
guarantee that they will be able to sell 
in certain markets," suggested de 
Clercq. "This is an element that de- 
veloping countries should keep in 


mind when they draw up their 
negotiating position for the MFA 
negotiations." 


The commissioner is also quite frank 
about the impact of US decisions on 
the community's future negotiating 
stance. "If the US continues on its cur- 
rent path of frenzied protectionism — 
and Japan does not open up markets — 
we cannot be expected to absorb all 
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and beyond for a much tougher MFA. 
Proposals already mooted by at least 
one US manufacturers’ association in- 
clude widening the pact's scope to in- 
clude textiles not currently covered 
and introducing a clause that would 
allow importing countries to single out 
particular groups of exporters for spe- 
cial policy treatment. That would ap- 
pear to be aimed at the "dominant" 
East Asian group. 

The Jenkins bill is by no means dis- 
tinct from this position: its progress 
provides a threat to exporters that, if a 
tougher MFA is not exacted, worse 
could follow. And should the bill be- 
come law, it would provide the US 
with a fallback tool for restraint if its 
MFA demands were not met. 


» Shada Islam writes from Brussels: 
In sharp contrast to developing-coun- 
try demands for an end to textiles- 
trade restrictions, EEC textiles 
negotiators have come out in favour of 
another five-vear extension of the 
MFA. But the new MFA should be 
more "flexible" than the current one, 
they say. 

The European Commission's propo- 
sals for a liberalised MFA are likely to 
run into opposition from the French, 
Italian and Greek governments, which 
remain firmly in favour of continuing 
import restrictions. The British Gov- 
ernment, on the other hand, has com- 
mitted itself to trying to liberalise in- 
ternational textiles trade. 

EEC officials have said any im- 
mediate action to scrap the MFA could 
lead to "instability and chaos" in tex- 
tiles trade worldwide. They also claim 
that a return to Gatt rules would be 


Third World textiles.” he 
cautioned. 
After some initial hesi- 


tation, the community 
has agreed to participate 
in a new Gatt round 


which will include dis- 
cussions on services. But, 
de Clereq underlined that 
the EEC would be looking 
for a “balanced and 
global package” which 
also covers more “classi- 
cal” trade issues. 

After years of focusing 
its trade and aid policies almost exclu- 
sively on Africa and Latin America, 
the EEC appears ready to upgrade 
links with Asia. “The community has 
not been as active as I would have liked 
in the Pacific region,” admitted de 
Clercq. “We have tended to forget our 
traditional links with the area.” 

The EEC must now recognise that 
“this is one of the world's rare regions 
with an average annual growth rate of 
7-8%," he emphasised. “More and 
more of our industrialists now realise 
the opportunities that await them in 
such growing markets.” 
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De Clercq: room for everyone. 


hankii to the smaller textiles-export- 
ing nations which would lose market 
share to Hongkong, Taiwan and South 
Korea. 

The MFA has contributed to the re- 
structuring of the EEC's textile indus- 
try and allowed orderly growth in EEC 
textiles imports, these officials have 
said. Such restructuring could be 
jeopardised if the community's still- 
frail textiles sector is faced with cut- 
throat competition from the develop- 
ing world, they claim. 

Details of just how the EEC hopes to 
liberalise the MFA are still not known. 
Calls for an end to quotas for EEC im- 
ports of children's clothing. already 
have been made by consumer organi- 
sations in Europe. There are indica- 
tions that the EEC might be persuaded 
to drop or at least improve some of the 
more restrictive clauses it negotiated 
with the 26 MFA signatories as part of 
the bilateral “voluntary” restraint 
pacts it signed in 1982. As such, Third 
World demands for automatic transfer 
of quotas from one category to another 
and the introduction of EEC-wide, 
rather than national, quotas might fi- 
nally get a hearing in Brussels. 

But, the EEC's final negotiating po- 
sition, expected to be defined by De- 
cember, will ultimately be influenced 
by decisions taken in Washington. 

EEC officials and textiles producers 
make it clear that any American moves 
to protect markets will discourage 
community attempts at liberalising the 
MFA. Fears that developing countries 
may start diverting exports to the EEC 
in the event of restrictions in the US 
are voiced frequently by European 
manufacturers. ü 





Latest EEC attempts to 
step up ties with China 
will not prejudice the 
growth of EEC links with 
other Asian countries, 
said de Clercq. "There's 
room for forging ties with 
everyone." China cur- 
rently represents only 
1% of the community's 
external trade, c compared 
to Asean's 3%. “There 
is potential for growth in 
trade links with both re- 
gions. There is no dis- 
crimination and no privileges.” 

Japan continues to be a major thorn 
in the EEC's links with the Pacific. De 
Clercq underlined the community's 
dissatisfaction with Japanese trading 
policies, and argued that EEC export- 
ers continue to face major obstacles on 
Japanese markets. De Clercq is con- 
vinced, however, that Japanese Prime 
Minister Yasuhiro Nakasone is begin- 
ning to realise that "the situation can- 
not go on... We hope that the three- 
year action programme to be an- 
nounced by Tokyo later this month will 
take account of EEC demands. " 
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THE ROUND 





fforts to set up a new round of 
multilateral trade talks under — 


the General Agreement on Tari 
and Trade (Gatt) may have re- 


ceived a further setback with the | 
emergence of a split among de- — 


veloping-country Gatt members. 


Calls for a new round, to follow - 1 


the so-called Kennedy round « 


the late 1960s and the Tokyo round | i 


some 10 years later, have com 


mainly from the US and other É 


Western countries (REVIEW, 16 
May). The idea this time is to ex- — 


tend the scope of the talks to cover t 
a host of issues beyond trade in. 
goods — including such things as 
services flows and the question of — 
intellectual-property rights. 
Disagreement over the talks’ 
scope is what has led to the de- 
veloping-country split. At a Gatt — 


council session in early June, a — 


group of 23 developing countries. 
led by India (and including most 


other countries of the Subconti- | 


nent) made clear in a statement is- 
sued through the Indian represen- 
tative that they opposed coverage 
beyond trade in goods of new mul- | 
tilateral talks. 

"There are indications," 
statement said, “that these negoti- | 
ations would go far beyond the - 
charter of Gatt and divert atten- 
tion to new themes alien to the - 
jurisdictional competence" of | " 
Gatt. 

“[Less-developed contracting 
parties] would, therefore, be pre 
pared to make a proposal J 
specific multilateral trade negoti- | 
ations confined to trade in goods - 
only, to be conducted under the 
terms of the relevant provisions of - 
[Gatt]," the statement added. 


The Asean nations, South Korea | 
in effect dis- j 


and Hongkong 
sociated themselves from this po- — 
sition, issuing separate statements |. 
which were not specific as to what © 


a new round should or should not — 


cover. Rather, they came out in - 

favour of any new round, stressir 

in broad terms the need for — 
sensus on rolling back protec- 4 
tionism. 

How serious this split could — 
remains to be seen. A meeting of | 
the full Gatt council in mid-July — 
was expected to produce agree- - 
ment only in the broadest terms on 
working towards a new trade 
round. In mid-1986, a Gatt | 
ministerial-level meeting is ex- 
pected to make a declaration on 
the subject, by which time a com- 
promise may have been worked 
out. — PAUL SILLITOE 
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Pacific runs dry 


A leading Philippine commercial bank is closed by the 
authorities while government banks plan a merger 


By Jose Galang in Manila 

nother Philippine commercial 

bank has been ordered closed by 
the monetary authorities. Pacific 
Banking Corp. — with assets of P4.5 
billion (US$244 million) at end-1984, 
it ranked the 18th largest commercial 
bank in terms of resources was 


placed under receivership by the Cen- 
tral Bank of the Philippines on 5 July. | 


Pacific Bank had been hit by massive 
deposit withdrawals early this year 
following adverse reports about its fi- 
nancial position. Banking sources said 
the bank's financial reports showed 
profits, but only because it failed to 
make provisions for bad loan accounts. 
It was also involved in real-estate in- 
vestments that failed. The bank had re- 








ceived central bank emergency assist- | 


ance totalling some P2 billion since its 
troubles began. 

Pacific Bank turned 30 only last 
June. It established its roots in export- 
financing, moving into lending to vari- 
ous local manufacturing industries 
within five years of opening. In the 
early 1970s, the bank became more ag- 
gressive: it went into consumer credit 
cards, acquired a floundering commer- 
cial bank, and invested in a manage- 
ment-consultancy firm and a financ- 
ing company. 

The bank's problems were exacer- 
bated by its aggressive stance on in- 
terest rates on deposits — described as 
the highest among the commercial 
banks — during the past five years. The 
high payouts on deposits were not 
matched by the vields on its lendings, 
bankers insist. The deficits that the 
bank accumulated over the years told 


heavily on its finances during the eco- 
nomic crisis the country was plunged 
into in August 1983. 

Pacific Bank follows major savings 
bank Banco Filipino and state-run 
Philippine Military and Veterans Bank 
(PMVB) into receivership. Banco 
Filipino succumbed to massive runs on 
its deposits (REVIEW, 4 Apr.) while 
PMVB was hit by ill-advised invest- 
ments and lending (REVIEW, 11 Apr.). 
In the case of Pacific Bank, both 
reasons were cited for its collapse. 

A change of guard at the financially 
distressed PMVB was ordered by Pre- 
sident Ferdinand Marcos in April “to 
save the bank from bankruptcy.” The 
22-year-old bank, set up originally 
with the help of a US-government 
grant for Filipino veterans of World 
War II, was saddled with huge loan ar- 
rears, which at the end of 1984 totalled 
some P 1.2 billion. 


MVB is one of two government 

banks (the other is Philippine Na- 
tional Bank, the biggest commercial 
bank with assets of P87.2 billion) to 
face serious liquidity problems which 
required large injections of funds. 

A liquidation was also ruled earlier 
this year on Banco Filipino Savings 
and Mortgage Bank which, until it was 
placed under receivership, had been in 
a critical financial position. Emergen- 
cy assistance to Banco Filipino was put 
at some P3 billion. 

There had been some hopes of keep- 
ing Pacific Bank afloat. The US-based 
Bank of Hawaii was interested in Paci- 
fic Bank early this year and had plan- 


ned to buy 28% of its equity. However, 
the foreign bank baulked after realis- 
ing the magnitude of Pacific Bank's 
troubles. An increase in the bank's as- 
sets following a reappraisal was not 
even enough to offset the deficits in- 
curred since 1980. The Bank of Hawaii 
subsequently required the Pacific 
Bank stockholders to inject fresh 
equity of some P500 million for the 
buy-in to go ahead. The local investors 
apparently failed to put up the needed 
capital. 

Bank of Hawaii at one time mulled 
over acquiring Pacific Bank com- 
pletely but later withdrew its bid. Two 
other local commercial banks have 
also expressed a desire to buy into 
Pacific Bank but there was disagree- 
ment over the repayment terms of the 
P2 billion assistance the bank earlier 
received from the central bank. 

The banking community does not 
expect Pacific Bank to be the last local 
institution to close. The central bank 
governor, Jose Fernandez, 1s commit- 
ted to reforming the banking system 
and though he had not specified it, the 
plan is widely believed to include par- 
ing the number of banks. 

That interpretation jibes with cur- 
rent plans to consolidate the govern- 
ment-owned banks, including the 
Philippine National Bank (PNB), 
Development Bank of the Philippines 
(DBP) and Land Bank of the Philip- 
pines (LBP). The consolidation may 
also include private commercial banks 
which have failed during the past five 
vears but have been rehabilitated by 
the government 

The three major state banks — PNB, 
DBP and LBP — account for combined 
resources of some P145 billion, ac- 
cording to recent estimates. However, 
PNB and DBP are saddled with non- 
performing assets which gave the two 
banks' losses for 1984 of P1.1 billion 
and P6 billion, respectively. 

The merger plan, which will see PNB 
as the surviving institution, is expect- 
ed to put the government financial sys- 
tem on a clean slate. The new bank will 
concentrate on the credit needs of ag- 
riculture and small-scale industrial 
and commercial enterprises in the 
countryside and a new Philippine In- 
dustrial Bank will be set up in collab- 
oration with the private sector to pro- 
vide medium- and long-term financing 
to industries. Plans are yet to be 
finalised. Non-performing assets, às 
well as the six commercial banks taken 
over by the government, will be dis- 
posed of. 

Meanwhile, the central bank was to 
hand out awards to “exemplary banks 
and financial institutions" on 15 July, 
as part of a programme to restore confi- 
dence in the system. The central bank 
said the winners passed rigid criteria 
of performance. However, there are 
some who believe making such awards 
may not be the timely thing to do dur- 
ing this period of crisis in the banking 
sector. oO 
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Morgan Guaranty is managing 
bond issues in more currencies 
than any other underwriter 


Progressive deregulation of financial mar- 
kets and increased investor interest have 
accelerated the already rapid growth of 
the non-U.S. dollar capital markets. In the 
1984 Euromarket alone, new issue vol- 
of non-dollar bonds soared 6796 over the 
1983 total to the equivalent of $15.1 billion. 

More and more multinationals are 
turning to The Morgan Bank for non-dol- 
lar bond financing. In the first quarter of 
1985, Morgan Guaranty Ltd was lead man- 
ager of bond issues in more currencies 
than any other underwriter in the world. 

With its unique set of capabilities, 
Morgan is a truly global financial 
intermediary. 

[] As a major participant in the inter- 
national securities markets—as well as 
the worldwide foreign exchange, govern- 
ment bond, and bullion markets—we 
have an exceptional ability to perceive 
and exploit market opportunities for our 
clients. 

O Morgan is the leading counterparty 
that can act with equal proficiency as 
either principal or agent in interest-rate 
or currency swap transactions. 

C] Morgans financial strength—nearly 
$5 billion in primary capital—lowers our 
clients' costs and risks in intermarket 
arbitrage. 

Our clients find that using foreign cur- 
rency bond markets broadens their inves- 
tor bases and facilitates economic and 
accounting hedges of overseas invest- 
ments. Through currency and interest- 
rate swaps, we help them create dollar 
obligations at substantially reduced costs. 
We also identify opportunities to earn 
arbitrage profits in non-dollar markets. 

Some examples of how we have helped 





Non-U.S. dollar issues 
lead-managed by Morgan Guaranty 
January through April, 1985 


NZ$ 35 million 
A$ 50 million 
¥ 17 billion 

£ 50 million 
SF 150 million 


Bacob Finance 





e 


ank of Tokyo 
British Petroleum 
British Petroleum 











Chrysler Financial 
Credito Italiano (London) ECU 70 million 

ENI International Bank ECU 135 million 
European Investment Bank ECU 200 million 














European Investment Bank C$ 75 million 


European Investment Bank DKR 250 million 
FF 500 million 
C$ 50 million 

¥ 26 billion 


Gaz de France 





IC Industries 
J.C. Penney 











Marubeni C$ 200 million 
McDonald's ¥ 25 billion 
Megal Finance ECU 75 million 





Nordic Investment Bank DKR 200 million 














PepsiCo SF 130 million 
Peugeot FF 500 million 
Sparekassen S.D.S DKR 250 million 
Sterling Drug £ 30 million 





borrowers take advantage of new oppor- 
tunities in non-dollar markets in 1985: 

Sterling. We were book-running lead 
manager for Euro-sterling bond issues for 
British Petroleum and Sterling Drug. 

ECUs. Morgan was book-running lead 
manager of a record-setting ECU 135 mil- 
lion floating-rate note issue for ENI Inter- 
national Bank. 

French francs. Morgan managed the 
first three French franc issues offered 
this vear. We were co-lead manager, with 
two French banks, of a Gaz de France 
issue that reopened the Euro-French 
franc bond market after a four-vear lapse. 


The Morgan Bank 


Then we were co-lead manager of an 
issue for Peugeot and co-manager of an 
issue for the European Coal and Steel 
Community. 

Australian dollars. For Bank of Tokyo, 
we were co-lead manager of an A$50 mil- 
lion issue. 

Danish krone. We were lead manager 
for the first two issues in the Euro-Dan- 
ish krone bond market, which opened 
this vear. 

Swiss francs. In the Swiss public bond 
market, Morgan Guaranty (Switzerland) 
Ltd was book-running lead manager for 
an issue for PepsiCo and was co-lead 
manager for an issue for Chrysler 
Financial. 

Yen. For J.C. Penney, we arranged U.S. 
dollar fixed-rate funding, at a cost below 
the yield on U.S. Treasury notes, through 
a Euro-ven bond issue and currency swap. 

Deutschemarks. In Germany, Morgan 
Guaranty GmbH is one of the few for- 
eign-owned firms that German capital 
market guidelines allow to act as book- 
running lead manager of Euro-Deutsche- 
mark issues. 

New Zealand dollars. Morgan was sole 
lead manager for a NZ$35 million issue 
for Bacob Finance. 

Measure our performance. Let us com- 
pete for vour mandate. You'll find we de- 
liver innovative and well-tailored services 
in the capital markets with the same high 
quality and skill that have long been hall- 
marks of all Morgan banking business. 





Morgan Guaranty Ltd, Edinburgh Tower 
15, Queen's Road Central, Hong, Kong 


Morgan Guaranty Trust Company, 
23 Wall Street, New York, NY 10015 
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The smoothest way to transmit data 
is by bits and pieces. 
Siemens has mastered this art. 











Data: indispensable in almost every field of activity nowadays. 

Data: less than effective if they cannot be transmitted, conveyed, exchanged — 
often over long distances. This involves keeping lines open over long 
periods — an expensive and limited method. The solution? Breaking up the 
flow of data into bits and pieces: "packets". Transmitting these at intervals 

and allowing other line users to fill the gaps. The result is more effective use 

of available resources and lower c sts for all perbeipants. 


Siemens has the designed and indiblled such a system for Telecommunication | 
Authority of Singapore. Its name: TELEPAC. Its range: wide — with | 









20 destinations, all over the worl i. One of more than 80 EDX-P Packet- 
Switching Systems set up by Siemens on 4 continents. With high subscriber 
terminal compatibility, high availability and universal application — for public, 
special and private networks. 


` t 
Siemens provides the most progre essive electrical and electronic engineering — 
and a comprehensive range of pro 


every requirement. A world-wide | 


oducts, installations and Systems for 
oduction, sales and service organization 





reliable service. 


More than 300 000 Siemens em 9 oyees are paca in power 
communications and medical eng 
the world over. 


Siemens has the a technology 
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The Review Focuses on 
Europe in Asia 


For centuries, European nations treated Asia, including China 
as their warehouse, taking home the Region's natural resources 
and returning their own manufactured goods. 


Recently that picture has changed and today Asia is an arena of 
fierce trade competition. 


In the issue cover-dated 22 August 1985, the Far Eastern 
Economic Review will publish a Focus on Europe in Asia, 
charting the progress of the leading European nations and their 
companies in this vital market. Focus will examine the primary 
areas of competition from watches to perfume, liquor to 
automobiles, microchips to banking and nuclear power plants plus 
how each country is meeting the challenge. 


As the world's premier publication on Asian affairs, the Far 
Eastern Economic Review's audience represents the highest 
concentration of Asia's decision-makers in business, banking, 
government and the professions. Research shows that an 
advertisement in the Review is the most cost effective means of 
reaching Asia's elite male business community and this is even 
more true in a Focus issue. 


Should your company or clients 


wish to take advantage of RS Equals at 
advertising in this important issue, REFIN — 
or need any further information, | —“ 


please contact: 


|" 
f 


ar 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hong Kong 





The Choice of Authority 


Todays flavour in shipping, is round-the-world services. Nedlloyd Lines has not only 
anticipated the current trend but has been operating the round-the-world concept for many years. 
Services pioneered, perfected and proven. So when it comes to your global requirements choose 

Nedlloyd Lines. All ways round-the-world with Nedlloyd. Worldwide transport at its best. 
Nedlloyd Lines, Houtlaan 21-3016 DA, Rotterdam. 
Telephone: 177933 Telex: 24690: Telegrams: NEDSHIP 


A Member of Nedlloyd the Worldwide Transport and Energy Group 





HOTEL MERIDIEN 
SINGAPORE. 
SIMPLY ENCHANTING. 





Come to Hotel Meridien 
Singapore, the only 
international deluxe hotel in the heart of Singapore's 
Orchard Road that offers the unequalled style and elegance 
that is Le Raffinement. 

You'll feel it everywhere. 

From the unpretentious sophistication and culinary 
excellence of Le Restaurant de France to the unashamed 
style and comfort of our deluxe suites. 

Add to this all the facilities you've come to expect from 
an international hotel and you'll begin to understand why 
Hotel Meridien Singapore is the natural choice for 
discerning visitors to Singapore. 

Le Raffinement. Experience it now in two superb hotels 
in Singapore. Hotel Meridien Changi-Singapore and Hotel 
Meridien Singapore. 





For reservations, contact your travel agent or the Hotel Meridien Singapore, 100 Orchard Rd. 


Singapore 0925 Telephone: 7332878, 7338855. Telex: RS50163 HOMERI 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 








BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 
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The Delta factor | 


Rural industries around the mouth of the Yangtze river point 
the way to a transformation of China's countryside 


By Robert Delfs in Nanjing and Hangzhou 


Rv industries are a crucial ele- 
ment in China's plan to shift more 
than half its rural labour force out of 
farming. By the year 2000, the propor- 
tion of rural workers engaged in culti- 
vation nationwide is expected to drop 
from 85% to only 30%, while industry 
and commerce is to rise from 10% to 
40%. and mining, construction, fores- 
try and fisheries employment is to ex- 
pand from 5% to 30% (REVIEW, 13 
Dec. '84) 

The implications of this are stagger- 
ing — a tripling of the national indus- 
trial and commercial workforce and an 
approximate doubling of national in- 
dustrial capacity, quite apart from 
growth within the urban sector 

Today, rural enterprises are most de- 
veloped in the delta region of Jiangsu 
and Zhejiang provinces where they al- 
ready employ nearly a quarter of the 
rural workforce. What is most surpris- 
ing is that rural enterprises in these 
provinces, operating almost entirely 
outside the state planning and distri- 
bution system, are beginning to chal- 
lenge directly the urban, predomin- 
antly state-owned industrial sector. 

Jiangsu's rural enterprises are con- 
centrated along a 200-km long cor- 
ridor south of the Yangtze river follow- 
ing the path of the Grand Canal and 
the railway through the delta counties 
surrounding Changzhou, Wuxi and 


Suzhou. This corridor continues 
southwest into northern Zhejiang 


along the path of the canal through the 
delta counties surrounding Jiaxing, 
Huzhou and Hangzhou, and extending 
south of Hangzhou Bay to Shaoxing 
and Ningbo. 

The gross value of industrial output 
(GVIO) from rural industry in Jiangsu 
was Rmb 22.6 billion (US$7.9 billion) 
last year, a third of the total industrial 
output in the province and 21% of all 
rural-based industrial output in 
China. In Zhejiang, rural industrial 
output, at Rmb 12.3 billion, was 37% of 
the provincial GVIO last year. Jiangsu 
is likely to catch up with Shanghai, the 
national leader in GVIO, by the last 
quarter of this year. 

This phenomenon is profoundly un- 
nerving to many party cadres, not least 
in Shanghai, who see uncontrolled 
rural enterprises as a threat to the 
planned state-run economy. Advo- 
cates of rural industry argue that there 
is no other way to break the cycle of 
poverty for China's 800 million peas- 
ants. Improving labour productivity in 
farming is meaningless without alter- 
native productive employment in rural 
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areas — Chinese agriculture is already 
highly efficient in terms of yields — 
and migration to cities could ab- 
sorb only a fraction of many millions 
who would be made redundant by 
large-scale mechanisation of agricul- 
ture. 

Rural enterprises are collectively 
owned by townships (the successor to 
the rural commune) and villages 
(brigades) or private undertakings by 


individual families or groups of 
families. Unlike 
urban collectives, 


however, township- 
and village-owned 
factories have little 
or no contact with 
the state planning 
system. These en- 
terprises typically 
purchase both 
equipment and raw 
materials on the 
market and sell 
their products 
through a variety of 
channels, including 
direct contacts with 
suppliers and cus- 
tomers, private 
traders, and an 
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industry development in 
Jiangsu, based on brigade industries 
founded during the Great Leap For- 
ward of the late 1950s, really began in 
1970, giving the province a head-start 
of nearly a decade on other parts of the 
country, according to Wu Zhikang, 
head of the provincial Rural Industry 
Management Office in Nanjing. But 
commune and brigade enterprises 
smacked of capitalism to the leftists, 
while  Soviet-influenced adminis- 
trators saw a threat to the clockwork 
economy they sought to reconstruct on 
the wreckage of the Cultural Revolu- 
tion. Rural enterprises in the early 
1970s therefore had to operate surrep- 
titiously, says Wu. 

Marketing was not a problem — the 
Cultural Revolution had seriously dis- 
rupted urban industrial enterprises, 
particularly in 
Shanghai, creating 
intense illicit de- 
mand for almost 
anything the rural 
enterprises 
make 

“The Cultural 
Revolution was our 
big chance,” ac- 
cording to Lu 
Guanqiu, director 
of the Hangzhou 
Universal Joint 
Works in Zhejiang 
(where political op- 
position to rural en- 
terprises was more 
intense). “While the 
state factories were 
shut down we could 
sell our product 
anywhere, even 
though it was very 
crude and high- 
priced,” Lu says. 
“Later, when the 
state factories 
reopened, we had enough money 
to buy new equipment, improve 
our quality, and keep going.” 


L u's factory, which began asa 
six-person workshop repair- 


last vear, and now exports uni- 
versal joints for cars and trucks 
to the US. 

Between 1970 and 1978, rural’ 
GVIO in Jiangsu climbed from 
Rmb 609 million to Rmb 6.34 
billion, according to current es- 
timates in Nanjing. After 1979, 
the annual growth rate dropped 
to 20.4%, but total output 
reached Rmb 13.4 billion by 
1982. In this period, rural enter- 
prises' status was regularised 
and some enterprises with high 
energy consumption or pollu- 
tion problems were shut down, 


could - 


ing agricultural tools in 1969, - 
earned profits of Rmb 4.5 mil- | 
lion on sales of Rmb 20 million — 





according to Wu Zhikang. Dramati- 
cally high growth resumed in 1983 
and in 1984 rural GVIO reached 
Rmb 22.6 billion. Provincial plan- 
ners anticipate a 30% increase in 
1985. 

In Zhejiang, rural industry output 
was less than Rmb 1 billion until the 
mid-1970s, reaching Rmb 2.2 billion in 
1978, nearly doubling to Rmb 4.1 bil- 
lion by 1980 and again to Rmb 8.1 bil- 
lion by 1983. 

Investment in rural industries in 
Jiangsu and Zhejiang has been fi- 
nanced through a combination of 
loans from the Agricultural Bank of 
China (ABC) and funds owned by 
townships, villages and rural resi- 
dents. With tighter credit policies in- 
voked this vear, rural industries are 
finding new ways to obtain credit, ac- 
cording to Zhang Tianxun of Zhe- 
jiang's Rural Enterprise Management 
Bureau. These include share pur- 
chases by workers; sales of shares to 
bank trust investment departments 
(which invest funds of state and col- 
lective enterprises); organising new 
enterprises as joint-stock companies, 
and loans from individuals and pri- 
vate rural money lenders. Foreign in- 
vestment in rural industries is neglig- 
ible, but some provincial leaders 
think this may change when special 
economic zone status is extended to 
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part of the delta region next year. 

In townships where rural industries 
are already established, however, cur- 
rent profits provide most new invest- 
ment. In Hongqi (Red Flag) township, 
near Wuxi in Jiangsu, fixed capital in- 
vestment over 1978-84 totalled Rmb 12 
million, of which 20% came from loans 
from the ABC, while the rest was fi- 
nanced from retained operating pro- 
fits. A third of this figure, Rmb 4.2 mil- 
lion, was derived from operating pro- 
fits last vear. 

Loyang, a township of 31,000 people 
in Wuxing county, near Changzhou, 
consists of 19 villages and 250 small 
village groups (former production 
teams) straddling a feeder canal net- 


An industrial revolution 


Nepalese economic planners decide to put greater reliance 
on industry and energy for growth and creation of jobs 


By Kedar Man Singh in Kathmandu 


shift in emphasis from agriculture 

to industry and energy, diversifi- 
cation of the economy and job creation 
are the goals of Nepal's seventh five- 
year plan (1985-90), which begins on 
16 July. The Rs 50.4 billion (US$2.8 
billion) scheme will continue to rely 
heavily on foreign grants and loans, 
with the government making efforts to 
use a greater proportion of what it is 
promised by aid donors. 

Under the just-ended sixth plan, 
Nepal was only able to use about 39% 
of the Rs 13 billion pledged. It hopes to 
increase its aid-utilisation rate to 
about 60% under this plan, meaning it 
would use some Rs 12.6 billion of 

ledges totalling Rs 21 billion. More ef- 
icient use of foreign aid ranks high 
among the seventh-plan priorities, 
government officials say. Red tape and 
lack of coordination between the Na- 
tional Planning Commission (NPC) — 
which drew up plans — and central 
government ministries (which had to 
carry them out) has blocked full use of 
aid in the past. Under the seventh plan, 
local governments will have much of 
the responsibility for seeing that deve- 
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lopment projects and plans are com- 
pleted. 

By the plan's end in mid-1990, the 
government hopes to reduce agricul- 
ture's share of the economy to 49.9% 
from the current 52.4%. If all goes ac- 
cording to plan, overall economic 
growth will continue at about the same 
rate — but its driving force will come 
more from such sources as industry 
and energy. The non-agricultural sec- 
tor has grown somewhat more slowly 
over the course of the sixth plan than 
agriculture (about 4% vs 4.7%) but its 
growth has been steadier. The seventh 
plan targets average yearly growth of 
3.5% for agriculture; 5.7% for the rest 
of the economy, and 4.5% for the gross 
national product. (Average GNP 
growth was 4.4% a year during the 
sixth plan.) 

Of total plan spending, Rs 21 billion 
has been allocated to the private sec- 
tor, and the rest to the public sector. 
Some 70% of the public-sector funding 
will be from foreign sources, mostly in 
Europe but from Canada, India, Japan 
and China as well. According to NPC 
vice-chairman Mohan Man Sainju, 


— 
Shirtmakers in Zhejiang; Loyang bicycle-parts factory. 
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work linked to the nearby Grand Canal 
system 

Half of the 16,300-strong labour 
force of Loyang work in factories. Pro- 
ducts include printing presses and 
dairy pumps (under licence from a 
Shanghai factory), parts for bicycle 
frames (which are sold under contract 
to a large state-owned bicycle factory 
in Changzhou), cold-storage units, 
watch crystals and cases, TV sets 
(using imported 14in black-and-white 
picture tubes), cassette recorders, con- 
struction materials (brieks, cement 
plate glass), garments, cloth and fer- 
tiliser. Two new factories, a TV pro- 
duction line and a cold-storage unit 
factory, are expected to double last 


Rs 10.4 billion of the foreign aid will be 
in the form of grants, with the rest in 
loans. Public-sector funding will be di- 
vided as follows: social services, 
29.8%; industry, mining and power, 
21.5%; transport and communica- 
tions, 14.4%, and agriculture 34.3%. 

Sainju said the government is espe- 
cially interested in encouraging pri- 
vate and foreign-backed development 
in the industrial (with the exception of 
defence), mineral and agricultural 
areas. The roles of government and the 
private sector should be complemen- 
tary, he said, though the government 
will step in where the private sector 
shows no interest. It hopes that, in time, 
any such government enterprises can 
be privatised. 


T? cut down on red tape, Nepal will 
institute a *one-window" adminis- 
trative system for the approvals 
needed for new industry — such as im- 
ports of machinery and raw materials. 
It hopes this system will encourage 
foreign investment and joint ventures, 
particularly in water resources and 
mineral-based industries including 
oil. The country has several large-scale 
development projects in mind to use up 
more of its promised foreign aid; for 
example, a Rs 3 billion road project in 
the far southwest region, or the pro- 
posed US$327 million Marsyandgi 
hydro-power project. 

But the emphasis is generally on nar- 
rowing the gap between plans and re- 
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RURAL INDUSTRIAL OUTPUT 


Source: Jiangsu and Zhejiang Rural industry 
Management Bureaux 


year’s Rmb 40 million industrial out- 
put this year, according to township 
deputy mayor Tan Boxing. 


L oyane purchases technology and 
expertise from outside the TV 
factory was set up with assistance from 
engineers from the Shanghai Televi- 
sion Machine Factory. Their new cold- 
storage unit factory (the units consist 
of fibreglass sandwich panels which 
can be easily disassembled) was set up 
with assistance from a Shanghai De- 
sign Institute, which is paid a royalty 
of 3% on all sales. 

More than 1,700 technicians and 
workers from the cities joined rural en- 
terprises in Zhejiang last year, and 
3,500 urban technicians were hired for 
temporary jobs in setting up new fac- 
tories or upgrading production lines. 


NEPAL'S GRAND PLAN 


F 10.4 





REVIEW DIAGRAM by f rami T am 


ality, with more attention being given 
to smaller-scale and less-glamorous 
projects — health services, basic 
energy and transport systems for rural 
areas, conservation and improvement 
in the water system, better food and 
housing, improvements in education 
(with a goal of increasing the literacy 
rate from 29% to 39%). Nepal will also 
continue its efforts to control the 
growth of its population, which has 
risen both domestically and through 
immigration. 

Planners hope that stepped-up in- 
dustrial production (with a targeted 
increase of 12.7%) and more produc- 
tion of energy will produce a higher 
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about losses of traine 

educated staff to rural industries. A re- 
cent investigation of 17 state-owned 
factories in Shanghai found that 130 
technical staff had resigned between 
January 1984 and March 1985, the Pe- 
king People's Daily reported on 25 
May. More than 65% left to work at 
urban and rural collective enterprises, 
43% left without approval after their 
applications for transfer were refused, 
and 17% departed without notice or 
application for transfer. 

Despite cut backs in lending and 
concern in Peking that growth rates 
are excessive, Jiangsu provincial offi- 
cials anticipate 30% growth in rural 
industrial output this year to near Rmb 
30 billion, and Zhejiang planners say 
their rural industry output, including 
private enterprises, could rise to Rmb 
20 billion. 

There seems little fear of new com- 
petitive pressures from the state sector 
following urban reforms. "Rural en- 
terprises are small and flexible — they 
don't need permission to switch to new 
products or markets," says Nanjing's 
Wu Zhikang, “Xiao chuan hao zhuan 
tou" (a small boat is easy to turn). 

"Rural enterprises were born in 
competition and developed in compet- 
ition," says Zhejiang's Zhang Tianxun. 
"They are good at competition." Oo 








level of exports in 
turn, both to tradi- 
tional markets on the 
Sub-continent and in 
China, and overseas. 
During the seventh- 
plan period, the coun- 
try hopes to sell 
Rs 10.7 billion worth 
of goods to foreign 
markets, rising from 
Rs 2.1 billion in 1985- 
86 to Rs 2.3 billion in 
the final year of the 
plan. With higher ex- 
port earnings, Nepal 
hopes to reduce its 
foreign debt of Rs 5.9 
billion, as well as re- 
duce its debt-service 
ratio (now 12%). 

It will continue to borrow, mostly 


through guarantees for public corpo- ` 


rations. The government also plans to 
raise money on the Securities Ex- 
change Centre, the stock exchange 
which also offers trading in govern- 
ment bonds. But private firms will 
generally be on their own, though with 
the opening of some foreign banks 
there should be more funding available 
for them than in the past. Nepal Arab 
Bank, for example, has already loaned 
some Rs 60 million for projects. Pro- 
posed joint-venture banks between 
local interests and Grindlays of Bri- 
tain, and France's Banque Indosuez, 
should also help. 
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semantic 
experiment 


Deng Xiaoping's comments on 
SEZs seem to be aimed 
at protecting his back 


By David Bonavia in Hongkong 


S ometimes it seems as though China's 
elder statesman, Deng Xiaoping, 
suffers from the same misfortune as 
US President Ronald Reagan: the 
world public hangs on his smallest 
pronouncements and often exagger- 
ates or misinterprets them. 

Government and business circles 
from Singapore to Seattle pricked up 
their ears recently when Deng told two 
distinguished visitors in a row that the 
current economic reforms were “an ex- 
periment” and could “fail.” Previously 
Deng had shown boundless confidence 
in the economic reforms and the 
throwing open of some Chinese cities 
to foreign trade and investment, whe- 
ther as Special Economic Zones 
(SEZs), or simply in their own right. 

In the past few months many busi- 
nessmen investing or thinking of in- 
vesting in China have been expressing 
disappointment at the slow return on 
capital and the difficulties of dealing 
with a socialist bureaucracy. The 
open-door policy has also drawn criti- 
cism from hard-liners in China who 
say it has brought with it pornography, 
graft, bourgeois tastes and other unde- 
sirable phenomena. 

The reforms have been turned into a 
means of pruning the armed forces by 
an estimated quarter of their present 
strength, and turning over many mili- 
tary production facilities to civilian 
use. Thus Deng's confrontation with 
unnamed top army commanders seems 
to be intensifying rather than abating. 

Deng's bold — some think rash — 
economic policies are an obvious plat- 
form for conservative elements in the 
Communist Party and disgruntled 
army commanders to attack the elder 
statesman. Thus Deng's public pro- 
nouncements may reflect pressures on 
him from within the party and army. 

What Deng actually said was that he 
hoped the Shenzhen SEZ, just north of 
Hongkong, would succeed. "But if it 
fails, we can draw lessons from it." 
(These were his words as officially re- 
ported by Xinhua News Agency, dur- 
ing a meeting with an Algerian delega- 
tion headed by Mohamed Cherif Mes- 
sadia, a prominent political leader in 
the North African country, on 29 June.) 

On 3 July, Xinhua reported Deng as 
telling visiting Turkish Prime Minister 
Turgut Ozal that the economic reform 
was "a bold experiment." Deng said he 
was convinced that the experiment 
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would be successful, “as it benefited 


the nation and the people.” The reform 
in rural areas had already shown 
good results, and the success of the 
continuing reform in urban areas could 
be measured in three to five years, he 
said. 

These statements hardly merit the 
fuss they raised in Hongkong and else- 
where, but they certainly enable Deng 
to pre-empt domestic criticism that 
SEZs and the economic reform as a 
whole are liable to fail. On 4 July the 
English-language China Daily printed 
a front-page article on the new Canton 
Economic and Technology Develop- 
ment Zone, in the course of which it 
made favourable mention of Shen- 
zhen. 

The China Daily is recognised as 
Deng's special organ for statements in- 
tended for foreign consumption re- 
garding his political group's policies. 
Deng is famous for his skill at using 
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Rates of return 





vords which promote h 
policies while — his Meiner 
critics. 

However, there is no getting away 
from the fact that the reform of 
Chinese industry has not yet been 
nearly as successful as the agricultural 
reforms, which have boosted farm out- 
put significantly and turned China 
from a grain-and-cotton deficit coun- 
try to a net exporter of those com- 
modities. 


he Peking Economic Daily recent- 

ly published the results of a survey 
it had conducted, to the effect that 
"one-sided or sensational publicity 
about the achievements of the econo- 
mic reform arouses adverse effects." 
It added: "Too much publicity about 
increased incomes — one achieve- 
ment of the reform — through various 
media, has done nothing but stimulate 
the already high hopes of people for 





Shipping lines form a new price cartel for the Pacific 
route, but not all owners are convinced it will work 


By Nick Seaward in Hongkong 


he formation of a massive new 

freight rate-fixing system in the 
eastbound trans-Pacific trades to 
North America has not amused export- 
ers in South and East Asia. After a 25% 
drop in average freight rates to the US 
since January — and signs of more 
tariff cuts to come — the formation of a 
new pricing cartel covering 76% of the 
available trade stands a good chance of 
spoiling the fun, especially as the lead- 


ing cut-price operator, Evergreen 
Line, has decided to join. 
The new cartel, the Asia North 


America Eastbound Rate Agreement 
(Anera) is not expected to come into 
force until mid-August at the earliest, 
but the initial filing of the agreement 
with the US Federal Maritime Com- 
mission on 1 July has signalled an un- 
expected reluctance on the part of the 


shipping lines to cut their own throats 
— by staging a re-run of the ruinous 


1980-81 rate war. 

Whether or not Anera will halt the 
slide into loss-making rates will de- 
pend very much on whether two or 
three key members will stick to the 
rules on pricing. But at this early stage, 
it appears the terms of the agreement 
have been framed so loosely that few 
lines will find that membership of 
Anera impinges on their freedom to re- 
spond to market conditions with indi- 
vidual discounts. 

An important point in Anera’s 
favour is that three very aggressive 
former non-conference lines on the 
trade — Taiwan's Evergreen, Hong- 


kong Islands Shipping and Israel's Zim 
Container — have decided to join. This 
has pushed the agreement's control of 
the trade above 75%, which most liner 
operators on thetrans-Pacific consider 
the minimum to ensure stability. 

No less than 20 shipping companies 
have signed the agreement, including 
the six Japanese majors and the three 
main American liner companies — 
American President Lines, Sea-Land 
Service and United States Lines. Of 
the 15 or so carriers which remain out- 
siders, perhaps five are considered to 
pose a threat: Australia's Karlander 
Kangaroo Line, South Korea's Hyun- 
dai Merchant Marine (HMM) and 
Korea Shipping Corp. (KSC), Yang- 
ming Line of Taiwan and Denmark's 
East Asiatic Line. 

The refusal by HMM is understand- 
able as the line is still fighting with its 
own government for the right to offer 
container services at all. However, 
KSC's refusal is more of a worry for 
Anera, especially as a key feature of 
the new agreement is that for the first 
time, the trade out of South Korea has 
been hived off from Japan, which is 
now covered by a separate confer- 
ence, 

Industry sources told the REVIEW 
that KSC representatives attended the 
first morning session of the meeting in 
Hongkong on 6-7 June that led to the 
formation of the Anera agreement. 
Why the line should have chosen to 
stay out is unclear, but KSC has 
adopted an increasingly isolationist 
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egardless of production." 

The press had given too much pub- 
licity to individual rural villages where 
every household had a colour TV, or a 
washing machine, or a refrigerator — 
by no means typical of the Chinese 
countryside. "Giving too much public- 
ity to farmers who have become pros- 
perous, without explaining clearly the 
differences between people in the 
countryside and in the city, has un- 
necessarily aroused the desire of urban 
people to ‘catch up with the Joneses’ 
[sic].” 

It had not been explained to people 
that the reforms included adjustment 
of prices, rationalisation of enterprise 
management, raising economic effi- 
ciency and creating a general improve- 
ment in living standards, all of which 
would take a long time, the newspaper 
concluded. 

Meanwhile, 
Shenzhen's 






the research office of 
municipal Communist 
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American President Lines: signed. 


stance since it withdrew from the 
Tripartite Agreement service with 
Orient Overseas Container Line and 
Neptune Orient Lines in July 1984. 


ven more puzzling is East Asiatic's 
decision to stay out, as the line is a 
member of Anera's equivalent on the 
westbound trades, the Trans-Pacific 
Westbound Rate Agreement (TWRA). 
Like Anera, the TWRA when it was 
formed earlier this year, combined the 
US West and East Coast trades under 
one structure for the first time. 
Industry sources suggest that it may 
be East Asiatic's dissatisfaction with 
the TWRA that has prompted it to stay 
away from Anera. With load factors 
down to about 45-50% on the 
westbound trades, the TWRA has 
found it difficult to hold up rates in the 
face of increasing shipper resistance 
and, despite several attempts, has still 
not managed to establish a minimum 
container rate. 
The formation of one super rate 
agreement to cover both eastbound 
trades to the US West and East Coast is 


18 JULY 1985 e FAR EASTERN ECONOMIC REVIEW 


PE committee has submitted i a ae 
tailed report on the development of 
Shekou, the most successful district of 
the SEZs. A picked staff of specialists 
selected tenders in 1979 from con- 
struction units without interference 
from above, it claimed. 

Water, docks and power facilities 
were in place within two years of the 
Shekou district's inception in 1979. 
Greater autonomy was achieved as 
construction went ahead, the district's 
leaders claim, to the point where there 
was a "small, competent, highly effi- 
cient, vertical management system 
with few tiers." Elections were held to 
judge the competence of various offi- 
cals. 

This basically autonomous approach 
to economic planning is claimed to 
have given Shekou district unusually 
good results in productivity and 
foreign-exchange earnings. However, 
the running of one small, profitable 


EVERGREEN 


Evergreen containership: opted to join the cartel. 










the foreign trade and investment 
policies of a whole province, such as 
Guangdong. 

Guangdong Party Secretary Lin Ruo 
recently praised the role of modern 
management techniques as an aide 
to the open-door trade and invest- 
ment policy in the province. "With- 
out management, there would be no 
opening up," Lin said in a published 
article. 

Lin claimed the Shekou district's ex- 
perience was evidence of the impor- 
tance of good management, which had 
enabled the cities of Canton, Zhan- 
jiang and the Pearl River Delta to open 
up to the outside world. But loose 
treatment of foreign exchange had 
forced the central authorities to crack 
down on money supply in general, 
though this had not enabled the state 
to eliminate economic crime and 


smuggling. o 


LINE 





a logical progression from the creation 
of the TWRA, but not every lineis con- 
vinced that it is going to work. Yang- 
ming Line vice-president Chwen Shi 
Chen said bluntly: “I don’t think it will 
do any good for the members," adding 
that if Anera is found to carry positive 
advantages, "we will reconsider.” 

Certainly, the huge geographical 
scope of Anera could make it unwieldy. 
It covers the entire liner trade from 
Southeast and North Asia (with the 
important exception of Japan) to 
North America, embracing areas for- 
merly covered by 13 separate confer- 
ences which will be dissolved when 
Anera becomes effective on 15 August. 
However, Anera's managing director, 
long-serving conference chief Dougald 
Dick, believes the new agreement “will 
modernise a fr ented, outdated 
conference system that is just not cap- 
able of meeting the needs of today's 
customers and carriers." 

Dick has a hard task ahead of him — 
the forecasts of another slump in the 
world's most important liner trade 
have been based on some pretty solid 
reasoning. If Anera fails, they may yet 
be proved right. After a 46% increase 
in average rates for general cargo in 
the 18 months to end-1984, the market 
was ripe for a decline. 

This is due not so much to the slight 
fall in the volume of containers moving 
to the US East and West coasts but 
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rather to the extraordinary increase in 
the capacity of the combined fleet on 
the trade since mid-1984. Firm esti- 
mates are hard to come by but some 
liner operators think a 100% increase 
in available container slots is not too 
wide of the mark. 

Most of this additional capacity has 
been deployed by just two companies: 
United States Lines (USL) and 
Taiwan's Evergreen Line, both of 
which have joined Anera. Evergreen 
ushered in the age of the round-the- 
world service last July, and is now 
using its fleet of brand-new 2,728-teu 
(20-ft equivalent unit) containerships 
to provide both east and westbound 
sailings every seven days. With three 
additional separate services across the 
Pacific, Evergreen had become the 
most formidable of the non-conference 
lines on the trade and its decision to 
join the new rate agreement is consi- 
dered crucial to Anera's success. 

The same could be said of USL, 
which has just taken delivery of the 
ninth in its series of 12 monster new- 
buildings of 4,456-teu for deployment 
on an eastbound round-the-world ser- 
vice. More than that, according to a di- 
rector of a rival line, it was USL's 
threat to pull out of Anera's predeces- 
sor, the Trans Pacific Freight Confer- 
ence that brought the warring ship- 
ping companies to the conference table 
in the first place. o 


Stretched 
beyond 
breaking 


Malaysia's planters say the 
government is boosting the 
rubber industry excessively 


By James Clad in Kuala Lumpur 
vigorous debate over the future of 


Malaysia's rubber industry has — 


heated up in government offices and 
plantation-company boardrooms, wi 
sensitive reports reaching the Prime 
Minister, Datuk Seri Mahathir Moha- 
mad, and long discussions in recent 
cabinet sessions. At issue is not only 
Malaysia's pre-eminent place in natu- 
ral-rubber production but also the fu- 
ture of predominantly Malay rubber 
smallholders. 

The debate basically turns on two 
points: natural rubber's place in the 
world elastomer market and Malay- 
sia's correct crop-mix as natural 
ber's profitability falls in relation to 
other products, notably oil palm and 


cocoa. A confidential, plantation-in- 





dustry memorandum entitled The Na- — 


tural Rubber Industry in Malaysia — - 


Its Shape and Structure strenuously 
argues that natural rubber's heyday 
has passed. 


The debate has reached the highest - 


levels: initially only Mahathir received 
a copy of the voluminous report, signed 
in May by Rubber Producers Associa- 
tion (RPA) chairman Tan Sri Basir Is- 
mail. Basir also holds the chairman- 


ships of Malaysia's largest bank, Bank - 


Bumiputra Malaysia, and of United 
Plantations. 


The RPA comprises Malaysia's top _ 
plantation companies, and its pes- - 


simistic prognosis of the industry takes 
direct aim at upbeat forecasts of con- 
sumption trends presented by a gov- 
ernment-appointed task force last year 


(REVIEW, 24 May '84). The task forcere- — 
commendations — which included |. 
rejuvenation of ageing tree 


“urgent” 


stocks based on a predicted turn- - 


around in declining natural-rubber 


usage — received much praise at the - 


time from Malaysia’s chief com- 
modities technocrat, Primary Indus- 
tries Minister Datuk Paul Leong. 


The RPA challenges the task force's 


assumptions. Malaysia's "obsession" 
with remaining the top rubber pro- 
ducer comes in for sharp attack, while 
the task force's options for further na- 
tural rubber growth "do not reflect 
commercial realities," it says. The pro- 
ducers' report describes these as 
(among other things) rising production 
costs (boosted by "unrealistic" trade- 


union demands) which put Malaysia 
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. The far better returns from harvest- 

ing oil palm instead of natural rubber 
in recent years (often with more than 
twice the return for each hectare, with 
lower labour costs) has prompted the 
RPA to tell Mahathir that the rubber 
industry faces "harsh realities that 
will not go away." Growers are a “de- 
pressed industry" working on a 
"dwindling base" of profitability. In a 
sense, the plantation companies have 
already voted with their feet by re- 
- planting huge areas of old rubber-tree 
stock with oil palm, or even pulling out 
young trees to replace them with oil 
palm or cocoa. 

The RPA paper hits out at several 
of the government's key rubber agen- 
cies, including the Malaysia Rubber 
Research and Development Board 
(MRRDB). Basir's report urges much 
better research and development 
(R&D) coordination between MRRDB 
and plantation companies, and it criti- 
cises the drop in R&D spending in that 
agency while its administration costs 
have climbed. 


he RPA report does not follow the 
implications of its prognosis to their 
logical, and politically sensitive, con- 
clusion. The most obvious is whether 
the government can justify policies 
encouraging predominantly Malay 
smallholders to continue planting rub- 
ber. Smallholder rubber hectarage has 
increased markedly during the past 
two decades but, by contrast, the 
plantation companies have reduced 
their rubber-planted area from 
803,000 to 462,000 ha in the 20 years 
ended 1983 — a 42.5% decrease. 
Although rubber prices have risen 
somewhat in recent months, most 
analysts agree that the RPA conclu- 
sions, while gloomier than those of the 
task force, are probably closer to the 
mark. Competition from lower-cost 
— in Indonesia and Thailand 
as become more pronounced and pro- 
ductivity among Malaysian smallhold- 
ers has lagged well behind that of the 


— private estates. The confidential RPA 


report throws open again a most deli- 


= cate question: is the government con- 


signing largely Malay smallholders to 
— asecond-class crop and, if it insists on 
keeping their incomes stable, will Ma- 
laysia burden itself with an increasing 
subsidy load for a "twilight" industry. 
There are signs that the government 
will not accept this depressing result. 
At a Federal Land Development Au- 
thority (Felda) ceremony on 7 July, 
Deputy Prime Minister Datuk Musa 
Hitam announced policies that will no 
longer favour rubber smallholdings 
and will aim instead to reduce selec- 
tively the acreage planted in this crop. 
"In future, rubber smallholders will 
either enter Felda land schemes or cul- 
tivate their land along the lines of an 
estate to produce better results," he 
said. ü 
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Japanese authorities' plans to promote secondary stockmarkets 
as equity financing sources for small companies hit trouble 


By Charles Smith in Tokyo 


Ithough the Tokyo stockmarket con- 
tinues to go from strength to 
strength, a cloud seems to have 
gathered above the small over-the- 
counter (OTC) markets in unlisted 
securities which were reorganised in 
1983 as part of the Japanese Govern- 
ment's policy to encourage entre- 
preneurship in hi-tech industries. 
The three OTC markets — Tokyo, 
Nagoya and Osaka — admitted only 
two new companies in the first five 
months, compared with 10 for the 
whole of 1984. Market turnover in 
Tokyo was down to 281,000 shares a 
day in June compared with 403,000 in 
January. Price levels also appear to be 
slipping, though no price index exists 
for any of the three markets that is at 
all comparable to the Dow Jones indi- 
cator for the Tokyo Stock Exchange 
(TSE). 
One significant clue to price levels is 
that the shares of the two most recent 
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market entrants have been trading at 
levels only marginaly higher than 
those calculated by dealers as the base 
level from which to start dealings. This 
contrasts with the situation in late 
1984, when shares of some companies 
were sold at prices two or three times 
their base levels within hours of being 
registered on the market. 

Officials at the Ministry of Finance 
(MoF), who have been watching the 
OTC markets like a flock of worried 
mother hens since the exchanges were 
inaugurated in the present form in late 
1983, say today's situation is “normal” 
whereas conditions in late 1984 were 
"feverish." Foreign investors, some of 
whom were beginning to take an in- 
terest in OTC shares in the latter 
months of last year, tend to take a dif- 
ferent and considerably less compla- 
cent view, 

According to the equities manager of 
a Hongkong-based fund-management 


Second-hand relations 


Although diplomatic ties remain in limbo, Indonesia and 
China agree to re-establish direct trading links 


By V. G. Kulkarni in Singapore 


fter a gap of 18 years, China and 

Indonesia have opened the way for 
the resumption of direct economic re- 
lations. Since the late 1970s, the 
Chinese have been actively seeking to 
revive trade and diplomatic ties with 
Jakarta which were suspended after 
Peking's alleged involvement in the 
1965 communist coup attempt in In- 
donesia. But it took a personal decision 
by Indonesian President Suharto late 
last year to open the way to a resump- 
tion of direct trade ties. 

Since the beginning of this year, the 
two sides have been meeting, ostensi- 
bly at a non-governmental level, in Pe- 
king and Singapore to hammer out an 
agreement. The negotiations failed to 
gain the expected fillip when Jakarta 
invited China to participate in the 30th 
anniversary commemoration of the 
Afro-Asian Conference in Bandung. 
As a major player in the 1955 Bandung 
meeting, China sent a high-level dele- 
gation headed by Foreign Minister Wu 
Xueqian to the celebrations in April. 

However, Wu did not achieve the 
hoped-for breakthrough on the dip- 


lomatic side during his stay. in Ban- 
dung, though the way was opened for 
an unofficial trade agreement, using 
the Wu's attempts at trade pact as a 
diplomatic lever, caused Jakarta to 
proceed cautiously. As Indonesia did 
not want give the impression of a dip- 
lomatic thaw, the understanding on 
trade had to be signed on neutral terri- 
tory and Singapore was chosen as a 
convenient venue. 

The memorandum of understanding 
concluded between the Indonesian 
Chamber of Commerce and Industry 
(Kadin) and the China Council for 
Promotion of International Trade 
(CCPIT) on 5 July has yet to be ap- 
proved by the two governments, but 
that is considered a formality. 

Calling for direct trade between the 
two sides, the memorandum specifies 
that transactions will be carried out in 
convertible currencies facilitated by 
the national. banks of each country. 
The two governments will allow ships 
flying their national flags to visit de- 
signated ports in each other's country 
for such trade, the agreement states. 
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group, the OTC's depressed situation is 
basically a reflection of the gloomy 
outlook for all hi-tech shares at pre- 
sent, and for shares of small electronics 
companies in particular. The company 
planned to hold the bulk of its OTC 
shares in the hope that hi-tech "mini" 
shares would come back into favour 
But it saw no real chance of an upturn 
in the next 15 months and warned that 
things could get worse before they got 
better 

A more fundamental explanation for 
the OTC's lack of success is that the 
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However, in the absence of diploma- 
tic ties, visiting businessmen will have 
to obtain visas through the official rep- 
resentatives of the two governments 
based in Hongkong and Singapore 

Under the agreement, Kadin and 
CCPIT will be the only organisations 
allowed to participate in direct In- 
donesia-China trade, which is expect- 
ed to replace most of the indirect trade 
hitherto carried on through third par- 
ties in Singapore and Hongkong. Indi- 
rect trade in recent years has been un- 
officially estimated at about US$220 
million annually, heavily in favour of 
China. 
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Exchange: going from strength to strength. d 


market is still too small to allow in- 
vestors the necessary minimum of 
manoeuvre. The Tokvo OTC's annual 
turnover of 168 million shares in 1984 








was equivalent to less than one day's | 


transactions on the TSE. In a market of 
this size, selling orders by major in- 
vestors can naturally cause upsets. 
Buying orders can be equally, if not 
more, disruptive. 


he inability of the OTC markets to 
absorb selling orders of more than a 
few thousand shares of a company ata 


Kadin president Sukamdani Gito- 
sardjono, who signed the agreement 
on behalf of Indonesia, said accu- 
rate figures for the indirect trade were 
not available but confirmed that the 
trade was overwhelmingly in favour of 
Peking. Indonesian exports include 
raw materials like rubber and plywood 
and some fresh fruit. China supplies a 
low-price consumer items. 

The agreement also calls for the ex- 
change of visits by trade delegations. 
Kadin is planning to send an 80- 
member delegation to China by the end 
of July and CCPIT chairman Wang 
Yaoting said China would reciprocate 
However, the agreement makes no 
mention of establishing trade missions 
in each other's capitals. China was 
known to be keen on such permanent 
missions, but the Indonesian side was 
unwilling, as the move could be seen as 
indirect or partial indication of a dip- 
lomatic thaw. 


» Lincoln Kaye writes from Jakarta: The | 


trade memorandum between Kadin 
and the CCPIT represents a major step 
for Indonesia’s more China-minded 
diplomats and businessmen in break- 
ing the long-entrenched Peking- 
phobia in Jakarta. But qualms remain 
The document pointedly omits any re- 
ference to the official names of the two 
countries, expunging even so tenuous a 
hint of official recognition. And as 
negotiations drew to a close, some local 
press commentators continued to warn 





given time may explain why holders of 
hi-tech stocks have had to sit on their 
investments rather than get out as they 
might have wished to do. Some 
analysts argue, on the other hand, that 
lack of available shares may have kept 
investors away 

Apologists for the OTC's rather 
modest record argue that things should 
start to look up following the liberali- 
sation on 1 July of new public share is- 
sues by OTC-registered companies at 
market values. 

The 1 July reforms end a period of 
slightly more than a year during which 
only companies that were registered 
for the first time could issue shares, 
and then only at a base price calculated 
on a formula that nearly always under- 
stated the market value of the com- 
pany's shares. However, the code gov- 
erning public issues at market value is 
itself relatively strict and could shut 
out a majoritv of the companies that 
might be interested in raising funds. 

The requirement that all issuing 
companies should have paid a di- 
vidend of at least ¥5 (2 US cents) a 
share in the vear before shares are 
floated roughly matches the require- 
ments for obtaining listing on the sec- 
ond section of the TSE. 

Other hurdles that have to be sur- 
mounted by would-be issuers include a 
complex formula of profit allocation 





of the security threats posed by 
Chinese ships in Indonesian ports and 
increased access for "so-called busi- 
nessmen." 

The paranoia was aggravated by 
publicity — during the week in which 
negotiations, held in Singapore, were 
concluded surrounding a group of 
22 Chinese nationals who were caught 
trving to slip into Mexico on fraudu- 
lently acquired Indonesian passports. 

Five members of the group were de- 
tained upon their arrival in Jakarta, 
where they were deported by Mexican 
authorities (the rest had been sent back 
to Bangkok), and the immigration offi- 
cal who signed their papers was ar- 
rested. The shrillness and persistence 
of media coverage on the case was read 
by many as one more indicator of the 
anxiety still aroused by the prospect of 
any mainland Chinese establishing 
links here 

The atmosphere of distrust adds 
further weight to doubts about the 
opening of a permanent Chinese trade 
office in Jakarta in the near future, 
despite the size and imbalance of the 
unofficial trade between the two coun- 
tries (estimated by some to be as high 
as US$900 million vearly, and heavily 
weighted in Peking’s favour). Yet, 
amid all the fanfare surrounding its 
Chinese rivals, Taiwan's Chamber of 
Commerce office in Indonesia con- 
tinues to quietly promote trade ties, 
issue visas and run a newly opened 
public business-information centre. 


—— —————— — — — ——— 
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| (or rather, four separate formulas from 
—A which companies are invited to choose) 
and several *unquantifiable" require- 
ments including one that requires 
companies to have a "satisfactory" 
management record. 

— The recent introduction of an elec- 

_ tronic-monitoring system to the OTCs 

— has enhanced their attractiveness. 

— Prospective investors can now monitor 
share prices on an on-line computer 
— instead of laboriously "going 

— the rounds" of several dozen dealers 

- who might offer widely different quo- 

— tations for the same share. Computer 
— on-line quotations appear to have nar- 
— rowed the range of price quotations for 
- the same share to around 10%. 

— — But input into the system still takes 
place at twice-a-week intervals rather 









D Fos companies are being incor- 

_ M porated in Singapore as the econ- 

— omy continues to decelerate. Accord- 

— ing to official statistics, only 1,231 new 

- local companies sought incorporation 

with the Registrar of Companies in the 

first five months of this year. If the 

J current trend were to continue, the 

number of new, private limited firms 

— eould reach 3,000 this year, less than 

half the 1983 total of 6,128 and a 23% 

— reduction from last year's tally of 
«4,444. 

Companies already in operation also 

— do not seem to be faring well. An aver- 

age of 50 a month (out of 60,000 regis- 

tered) have faced bankruptcy since the 

beginning of the year — not including 

- voluntary liquidation. The lack of en- 

- thusiasm for new businesses is partly a 

result of the local company law made 

— more stringent in recent years. 

Since last year, the authorities have 

_ stepped up enforcement of the legisla- 
- tion on smaller companies, especially 
in respect of non-executive directors 
who happen to be lawyers, account- 

- ants or low-level employees. Few such 

- people are now willing to become di- 

— rectors of small firms or shell com- 
‘panies. 
A recent survey conducted jointly by 
- several official and private business 
_ bodies and published by the National 
— University of Singapore revealed that 
~ nearly a quarter of Singapore com- 
— panies operated at a loss last year. Only 
6.2% of the firms surveyed improved 
their profitability by more than 25% 
during the period. Some 20% of re- 
spondents expanded their operations 
while 11% had to trim their busi- 
nesses. 

Although Singapore’s economy held 
up quite well last year, with a rise in 
real gross domestic product of 8.2%, 
mainly owing to public-sector pump 
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cials of the Japan Securities Dealers 
Association (JSDA), which organised 
the market's computerisation, say it 
may take three more years to match US 
performance on share quotations, as 
well as to organise a comparably effi- 
cient system for the transfer of share 
certificates after transactions have 
taken place. 

Despite their rather lackadaisical 
progress, the three OTCs are expected 
to replace the TSE by 1986 or 1987 as 
the major gateway for new companies 
to enter the nation's equity markets. 
JSDA officials claim that up to 25 new 
registrations can beexpected next year 
compared with the average 20 or so 
companies that have obtained listings 
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priming and an upsurge in electronic 
exports to the US, the slowdown was 
already on the cards by the year's end. 
The first quarter left no doubts about 
it, as the GDP rise was only 3% com- 
pared with the corresponding period in 
1984. 

Hardest hit in the first quarter was 
manufacturing product, which con- 
tracted by 2.4%; construction showed 
no growth at all. Net investment com- 
mitments in manufacturing in the first 
quarter amounted to a meagre S$192 
million (US$86.5 million), the lowest 
in several years. 


he statistics for the second quarter 
are not yet available but are un- 
likely to be better. The manufacturing 
sector continues in the doldrums. The 
slump in shipping has affected the 
ship-repairing business and the ship- 
yards have no major orders pending. 
The electronics industry, which grew 
by 20% in 1984, was down to a 1.7% 
growth rate in the first quarter and has 
seen layoffs in several major factories 
as demand from the US plunged. 
The output of petroleum refineries, 
which fell by 8.4% in the first quarter 
when local refineries were working at 
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Beating the Tokyo market in terms 
of the number of new entrants, how- 
ever, will not mean that the OTCs have 
attained anything like the targets orig- 
inally set for them when the new sys- 
tem was established 1983. 

The aim of creating a simplified OTC 
market was to encourage fast-growing 
small companies to go public — not to 
provide a market for the shares of old 
stagers that had already established 
track records without the help of 
equity financing. So far, the great 
majority of new entrants to the OTC 
have been companies founded 20 or 
more years ago. The first two genuine 
"venture businesses" to enter the OTC 
will make their debut only at the end of 
the current vear. Oo 
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Slowdown by numbers 


two-thirds capacity, is set to fall 
further as only half of the capacity has 
been in use since May. The increased 
import of petroleum pro- 
ducts and petrochemi- 
cals from the Middle 
East, set to begin this 
month, will further de- 
press the outlook for this 
sector. 

The trading sector, 
which grew by 5.2% in 
the first quarter, had 
slowed down to a 3% 
growth rate by the end of 
May. Cumulative exports 
for the first five months 
rose 3% to $$21.8 billion, 
while imports remained 
unchanged at $$25.2 bil- 
lion, according to preliminary figures. 
For May, exports were down by 13.3% 
to S$4.06 billion, the largest monthly 
drop since 1982. 

The downturn in exports was regis- 
tered in all the major markets includ- 
ing Peninsular Malaysia and the US. 
For Singapore, the trading outlook is 
also clouded by its gradual exclusion 
from the Generalised System of Pre- 
ferences (GSP) on trade tariffs ac- 
corded by the industralised countries. 
New Zealand has already come close to 
taking Singapore off most of the items 
under GSP and Japan, despite con- 
tinuing promises, could follow suit. 

The tourism industry, which earned 
$$4.3 billion last year and contributed 
17.2% of the country's net foreign 
earnings, is facing hard times. Tourist 
arrivals fell by 1.9% in May, with hotel 
occupancies averaging 66.3%, down 
12.3 percentage points from a year ago. 
Visitors from other Asean members, 
who are the largest tourist market for 
Singapore, fell by 8.4%. With the 
number of hotel rooms set to double by 
1990 (taking into account those al- 
ready under construction), the tourism 
and other related sectors are in for a 
severe drubbing. — V. G. KULKARNI 
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CAMUS XO 
XO at its best 





Introducing a. tho 





On July Ist a new Merchant 
Bank with an impeccable pedig- 






ree opened for business. Lloyds 
Merchant Bank brings together 
a a wide range of skills and exper- 
Me ience in: 


Corporate Finance 





-mergers, takeovers and flotations. 


Í Capital Markets 

-issues of securities 
-syndicated banking facilities 
-trading and market making. 








Export Credit Services 





-United Kingdom and multi- 
national export credit facilities and 
project finance. 


Development Capital 





-finance for growing companies 
-management buy-outs. 


Investment Management 





-pension funds 
-unit trusts 
-short-term asset management. 


Based in London, New York, 
lokyo and Hong Kong, we offer 
a professional and innovative 
service worldwide. 


Lloyds Merchant Bank 


Super features in a super compact body 
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Canon PC15/25 Mini-Copier with Foolscap Size and RE 


The Canon Mini-Copier that’s amazingly versatile. It’s everything you want in a copier 

especially its size. The super compact PC15/25 Mini Copiers are the first with RE and 

foolscap size copy capability. With the world’s first replaceable Cartridge, the PC-15/25 
are the most affordable, simple to use and virtually service-free mini-copiers. 


CANON SINGAPORE PTE LTD For further information, please contact Hong Kong Jardine Marketing Services Ltd Tel 5-8373700 
Malaysia Mulpha Trading Sdn Bhd (Canon Division) Tel 556066 Pakistan Global Business Systems Karachi Tel 525909 Paramount 
Business Machine Ltd Karachi Tel 513830 Philippines Datagraphics Inc. Metro Manila Tel 85-50-11 Singapore Canon Marketing Services 
Pte Ltd Tel 273-531! Thailand FMA Corp. Ltd. Bangkok Tel 235-0158 Sri Lanka Metropolitan Agencies Ltd Colombo Tel 35946 


Official Copier 
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Canon PC-15/25 
Personal Copiers 
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ENE a lion in winter 


e SINGAPORE has proved so far 
this year much the worst-performing 
of the world's major stockmarkets. 
Local share prices fell by an aggre- 
gate 7.9% in US dollar terms between 
1 January and 2 July. Wall Street 
prices, by comparison, rose 10.1% 
over that same period, while the 
Tokyo market was up 14% and Hong- 
kong up 33.6%. 

Few economic indicators give 
much comfort. The property market 
is hopelessly oversupplied in the 
short term. Prime central business 
district office space has fallen from a 
peak of S$1,800 (US$809) a ft? four 
years ago to S$500-600 now. Stock- 
brokers Lyall and Evett believe de- 
partment-store turnover a ft? fell by 
almost 30% between 1981 and 1984, as 
stores grew while the number of free- 
spending tourists shrank. Oil re- 
fineries are ticking over at half-utili- 
sation. Passenger-car sales for May 
1985 were down 40% year-on-year. 

Overall, Singapore's real economic 

growth this vear may yet 
hold to the lower end of 
the official 5-7% forecast 
range: Vickers da Costa 
thinks it will. Phillips and 
Drew (P&D) thinks other- 
wise. P&D's projection is 
a narrow undershoot at 
4.6%, but nonetheless 
expects some catch-up 
growth in the second half 
to offset the first-quarter 
out-turn of just 3%. The 
main variable, as with ilicet all 
Asian economies, is the strength of 
US import demand. 
@ SO, are Singapore stocks, by vir- 
tue of the current gloom, a cyclical 
buy? Will the sun rise high once 
more over Shenton Way? Vickers da 
Costa's chartists are banging their 
pairs of parallel lines together and 
shouting "yes." They say, in the 
firm's July International Investment 
Outlook, that "Singapore has the 
most bullish long-term configuration 
of any market we cover. The bottom- 
ing process should soon end." They 
project the Straits Times Index at 950 
by year-end, a 27% rise over its 9 July 
level of 747.05. (Vickers is also saying 
that Hongkong's Hang Seng Index 
may top 3,000 in its current bull 
cycle. This is courage, genius, or nitr- 
ous oxide at work.) 

Vickers' Singapore optimism goes 
way off the scale of views being ex- 
pressed by many other foreign brok- 
ers, who are advising institutional 
clients simply to stay out of the mar- 
ket altogether Or, at best, buy 
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selected Malaysian plantation stocks. 
By historic standards, the Singa- 
pore/Malaysian market does look 
cheap on an average earnings multi- 
pie of around 20. It looks less cheap, 
owever, when you factor in P&D's 
forecast of 5% earnings growth in 
1985, and none at all in 1986. In the 
short term, there is the possibility of 
some capital gains from any massag- 
ing of the market prior to the Singa- 
pore Airlines float pencilled in for 
late this year; and again from any en- 
couragement which the market may 
find in the new-look economic policy 
being researched by Trade and In- 
dustry Minister Lee Hsien Loong. 
One fillip for business which looks a 
distinct possibility is a reduction in 
corporate tax from 40% to 30%. 
Against that, however, it must be 
said that if the government is trying 
to move the Singapore economy 
ahead into a new phase of develop- 
ment, the biggest beneficiaries may 
well be start-ups and new arrivals 
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rather than the old guard of the stock 
exchange. And, for the time being, 
the economic indicators from the US 
are subject to conflicting interpreta- 
tions. It is not that Singapore is ac- 
tually grappling with a major US re- 
cession, it is simply shivering at the 
thought of a slowdown. The stock- 
market's weakness may be unusual, 
but it is not irrational. Invest- 
ors might reasonably choose to wait 
for opportunities to buy into percep- 
tibly returning strength rather than 
risking a long, aimless and perhaps 
downward drift by climbing on board 
now in hopeful anticipation. 
€ CONSIDER the oil palm. Less 
beautiful than the lily to poets and 
painters, perhaps, but far more likely 
to delight the eyes of planters and 
punters. Palm oil has risen from rela- 
tive insignificance 10 years ago to as- 
sume the role of Malaysia's second- 
largest export-earner after petro- 
leum. 

As world rubber prices have sagged 
to roughly break-even with Malay- 
sian production « costs, palm oil has 
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provided the plantation sector with — 
its main profits. The current price of - 
about M$1,200 (US$483) a tonne, 
while down by à third from 1984-85 — 
peaks, is still about twice production 
cost. Malaysia now grows about 60% 
of world palm oil and exports almost . 
all of it, accounting for 80% of world © 
trade in the commodity. 
It is palm oil which makes some - 
Malaysian plantation stocks the 
brokers' favourites in an otherwise 
dodgy market. (The outlook for the 
country's other major plantation 
crop, rubber, is grim on paper at 
least, with developing-country ex- 
pansion plans threatening an over- 
supply at least to the end of the cen- 
tury.) Jardine Fleming, in a recent | 
sectoral review, favours Consoli- | 
dated Plantations and Harrisons Ma- | 
laysia Plantations. b 
The prospects for palm oil depend 
most immediately on competition | 
from its main functional substitute, | 
soyabean oil. Soyabean, an annual 
crop, is a more erratic yielder than 
the year-round oil palm. This year's 
soyabean production, for instance, is 
both later and bigger than usual. And 
because the world's dominant soya- 
bean producer is the US, its competi- 
tive position vis-à-vis palm oil is im- 
proving as the US dollar weakens. 
But to narrow the focus a little 
from world markets to Malaysia's im- 
mediate customers, palm oil does 
offer a particular exposure to 
changes in prosperity of the develop- 
ing world. Some 30% of Malaysia's 
palm oil is exported to India and 
Pakistan, a market developed almost 
entirely over the past 15 years. (India | — 
is almost wholly dependent on Ma- | 
laysia for its supply.) Given the pro- | — 
pensity of poor households to spend 
marginal increases in income largely 
on food, the potential demand from | - 
these countries may help offset ex- | 
pansions of palm-oil production now 
planned, not just in Malaysia itself 
but in other tropical neighbours. 4 
€ MALAYSIAN Finance Minister | - 
Daim Zainuddin's apparent willing- 
ness to tolerate higher foreign | - 
shareholdings in export-earning cor- 
porations makes good economic 
sense: it is only a pity, from Malay- 
sia's viewpoint at least, that such 
limitations were imposed in the first 
place. A trickle of repatriated di- 
vidends was stopped up with a moun- 
tain of debt. The country's honoura- 
ble record of buying out foreign 
shareholders last time round should 
stand to its benefit in attracting them 
back now. 
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| . Terms of a planned issue to 
-= company insiders by IFCT draws 
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-protests from fund managers 
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By Paisal Sricharatchanya 
. in Bangkok 


A controversy is brewing over a share 
_ M'Áissue by the Industrial Finance 
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Corp. of Thailand (IFCT — the coun- 
try's only development bank) in which 
its directors and staff are offered a 
steep discount from market prices. Al- 
though the issue could technically be 
done, two groups of foreign fund man- 
agers have charged that it is unethical 
and against the interests of existing 
shareholders. 
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directors and | 
staff of IFCT and 
affiliated com- 
panies. Half the 
shares in ques- 
tion were offered 
by subscription , . 
at the Baht 100 SERS 
(US$3.66) par 
value — with the 
rest at Baht 160. 
The proposed 
issue prices were 
a heavy discount 
on the Baht 227 closing price on the 
same day: 

The remaining shares were offered 
to existing shareholders, with two op- 
tions: a one-for-seven rights issue at 
Baht 100 covering 1.43 million shares, 
plus another rights issue of two-for-15 
existing shares at Baht 160 for the re- 
maining 1.34 million shares. The total 
3 million new shares are part of a 
staggered capital increase in accord- 
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In a recent similar move, Siam City 
Cement — one of three listed cement 
firms — decided to set aside 175,000 
shares out of a 2.55 million new-share 
issue for directors and staff at Baht 100 
par. The decision was rescinded after 
the SET objected that the offer would 
violate the Commercial Code. But 
IFCT is in a different position, since it 
exists by virtue of the IFCT Act, a sepa- 
rate law — putting it outside the code 
jurisdiction. 

IFCT president Sukri Kaocharern 
told the REVIEW that the board had re- 
viewed the matter after receiving the 
protest, and stood firm on the decision. 
“The [decision] is both correct and ap- 
propriate. It is in accordance with our 
legal stipulation to broaden the share- 
holders' base. It is also a reward to the 
staff who have contributed to make us 
such a successful organisation today — 
a motivation for them to work harder 


The controversy was sparked by a | ance with a previous board decision to | for the future. This is an accepted prin- 
— protest from T. C. Coombs, the Lon- | double IFCT's Baht 1 billion paid-in | ciple, practised by institutions in other 
_ don-based brokerage firm acting on | capital. countries . . ." 
. behalf of British and US mutual funds Describing it as "ethically dubious Since complaints like this are new to 
and investment trusts. It was lodged | and patently unpopular with the in- | Thailand, the issue has generated a fair 
J with the IFCT board and the Securities | vesting public," the T. C. Coombs pro- | amount of debate. The case has been 
_ Exchange of Thailand (SET). GT Man- | test read in part: “Issues [such as you | referred to the SET board, which was 
agement (Asia) a Hongkong-based | have announced] inevitably put down- | to consider it on 15 July. According to a 
. fund manager, filed a separate but | ward pressure on the share price, | senior exchange official, the SET ori- 
. similar protest to the IFCT. thereby disheartening long-term share- | ginally intended to object to the dis- 
|J Underscoring a growing interest by | holders and making it more difficult | count offer on the grounds that it 
= foreign funds managers in the Thai | for the corporation to raise capital in | would dilute both shareholdings and 
= stockmarket, both T. C. Coombs (in- | the future...” prices. That move was aborted by 
= vesting in the name of London-regis- Sukri's clarifications. One other op- 


tered TCC Nominees) and GT Manage- 
ment have made substantial purchases 
of Thai blue-chip stocks recently — in- 
cluding respective shares of 3.61% and 
3.85% in IFCT as of April (making 
them the seventh- and sixth-largest 
shareholders). 

The dispute centres on a 24 June an- 
nouncement of the company's inten- 


s tion to set aside 250,000 shares from a 


p to 1978, discounted rights is- 
sues for directors and staff were a 
common feature in Thailand. But this 
practice ended following amendments 
to the Commercial Code which gave 
shareholders the right of first refusal. 
In effect, company directors could sub- 
scribe to a new issue only when exist- 
ing shareholders had had first chance 
at subscription. Later amendments to 


tion is to seek an IFCT board review. 

Meanwhile, IFCT's share price has 
taken a beating under strong selling 
pressure, some of which was attributed 
to T. C. Coombs and GT Management. 
From Baht 227 on 24 June — the day 
the new issue was announced — it 
dropped to a low of Baht 189 on 3 July 
before rebounding to close at Baht 199 
on 8 July. 


% change 
profit on period 
T Samsung Y31Dec. Won 6.3b +199 Won 178.9b +70 Won100*  Telecommunications equipment for fast- 

Semiconductor (US$7.2m) (US$205.6m) — growing domestic market provided main source 

(South Korea) of revenue. 

— | Lion Y31Mar. NZ$28.1m +52 NZ$606.4m +16 n.a. Performance reflected buoyant trading. Brokers 

Breweries (US$13.1m) (US$286m) (n.a.) forecast current year profit to be NZ$31m. 

(New Zealand) 

Miramar Hotel Y31Mar. HK$76.69m +39 n.a. HK$1.40 There were extraordinary profits of HK$22.6m 

i & Investment (US$9.8m) (HK$1.35) vsnilinthepreviousyëar. — 

(Hongkong) 

Fraser Y31Mar. $$35.54m +9 $$241.8m +4.3 20¢ Directors forecast maintenance rather than 
and Neave (US$16m) (US$108.1m) (same) growth of pre-tax operating profit for current 
(Singapore) financial year. 

d Tatung Co. Y31Dec. NT$454.7m +24 NT$29.06b =" +23 NT$1.05 Improvement in sales and profits reflected boost 


(Taiwan) (US$11.4m) (US$726.5m) (NT$1.20) from overseas demand for computer peripherals 
. and domestic demand for home appliances. 


* Maiden year. 


Y; Y - year. 
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come closer to 
home to roost 


Bank Bumiputra's accounts 
indicate troubles may be 
at home, rather than overseas 





By James Clad in Kuala Lumpur 


O n 22 June, Bank Bumiputra Malay- 
sia Bhd (BBMB) chairman Tan Sri 
Basir Ismail announced operating 
losses of M$105.4 million (US$42.4 
million) for the year ended 31 De- 
cember 1984 (REVIEW, 4 July). 

The'annual report which appeared a 
few days later, suggests that BBMB's 
past lending habits have had local and 
Overseas repercussions. 

While Basir not surprisingly says the 
loss results from being “heavily 
weighed down by the interest and 
foreign-exchange cost of servicing the 
[Bumiputra Malaysia Finance] loans,” 
he adds two other factors — a "provi- 
sion for bad and doubtful debts" and 
another for "the suspension of interest 
on non-performing loans," many of 
which have been domestic. (Bumiputra 
Malaysia Finance, or BMF, the bank's 
Hongkong unit, lent heavily to the 
now-bankrupt Carrian group.) 

Apart from the parent bank's prob- 
lems, some of its subsidiaries have per- 
formed ‘poorly, while the cost of run- 
ning Malaysia's largest branch-bank 
network has also depressed results. 

Subsidiaries brought in M$26.9 mil- 
lion in pre-tax profit, bringing the 
group operating loss down to M$78.5 
million. 

' BBMB's wholly owned finance sub- 
sidiary reported pre-tax results 35% 
down on 1983, yielding just M$5.3 mil- 






lion at a time [. 

nance companies , 
were lifting earn- 
ings, The unit's. 
main I Iding. z 
tegorieS..— hires. 
purchase. Rusi 
ness and leasing; | 
housingand other 
recelva , and 
deposits and’ se- 
curities —- were 
all Bernas 
under budget by. 
mid roi is *- | Basir: losses. 

As fortheperformance of some other 
units in 1984: 

» The joint venture with Lloyds 
Bank, Bumiputra Lloyds Leasing, lost 
M$800,000 in its first year of opera- 
tion. | 

» The domestic merchant-banking 
operation scored M$7.2 million in pre- 
tax returns — a 14% gain. 

» Even ithe scandal-plagued BMF 
added HK$48.1 million (US$6.2 mil- 
lion) in pre-tax profits, after losing 
HK$7.7 million the year before. 

The merchant-banking side showed 
the best face. As of mid-1984, only cor- 
porate-finance income had fallen 
below target. Nonetheless, halfway 
through 1984, the merchant bank was 
deriving 56% of its income from fees — 
fully 26% in excess of central-bank re- 
quirements. 





REUTER 


|: its own operations, in-house mat- 
erial shows BBMB's six foreign 
branches yielding about 10% of in- 
terest receivable during 1984. Of these 
branches, Basir said on 22 June, Tokyo, 
Singapore and. London have per- 
formed best, with 1984 returns show- 
ing Bahrain and New York in some 
months on a downtrend. Information 
received by the REVIEW shows BBMB's 
head office faring least well, with 
monthly losses in February last year, 
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In the year just reported, BBMB has 
been able to bury its operating loss in 
the extraordinary gain realised when 
selling 54 million shares in publicly 
listed Malayan Banking last Sep- 
tember to Permodalan-Nasional Bhd 
(PNB) for M$729 million (a staggering 
420% more than the M$140.2 million 
paid for the shares). In the same trans- 
action last September, PNB sold out its 
86.7% interest in BBMB to the national 
petroleum company Petronas. 

But finding quick extraordinary 
gains from other sales of assets could 
prove more difficult. BBMB's other 
shares are in non-listed companies, 
mostly public finance corporations or 
M$500,000 invested in the virtually 
moribund Kuala Lumpur  Com- 
modities Clearing House. 

BBMPB's corporate plans include an 
effort to widen its deposit base, now 
highly dependent upon public-sector 
account-holders. Information  con- 
cerning the spread of depositors in 
1983, for example, shows Kuala Lum- 
pur deposits accounting for 69% of the 
total. In the same period, Petronas 
(now the bank's owner) held a whop- 


ping 54.8% of total deposits. Similarly, . 


the spread of loans by sector (in which 
as of 31 August 1983 property lending 
stood at triple that extended to ag- 
riculture) may have to change. 

But most of all, the new BBMB man- 
agement (Basir assumed control on 1 
January) must lift the bank's return on 
assets — "a crucial meansure of bank 
profitability" in the words of one re- 
cent, in-house document that charts 
the rates of return on major Malaysian 


banks. The paper describes BBMB's ~ 
performance as “not encouraging," - 


noting that for the period 1978-81 the 
"return on assets for the banking in- 
dustry was fairly stable at 62 M cents 
for each M$100 of assets [whereas 
BBMB| at the end of 1982 had a return 
on assets of 25 M cents." oO 
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Weighted for 1983 trade with the countries shown plus the United States and 
Canada and 14 European countries. Figures are for the week ended 6 July. 
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Money and reforms add zip 


TOKYO broke new barriers as bullish investors, awash with liquidity, gobbled up 
selected issues. Australia and New Zealand scored the biggest gains, helped by gov- 
ernment tax reforms in the former and takeover activities in the latter. 


TOKYO: The Dow-Jones Average broke the 
13,000-point barrier, setting a record of 
13,040.10 on 6 July. Active trading in the bio- 
tech and domestic demand-related issues drove 
the market up. Excess liquidity held by big in- 
stitutional investors aided sentiment. Hi-tech 
and blue-chip shares stayed low, while finance 
and real-estate issues were heavily bought. 
Analysts were divided over whether the new high 
could be sustained, but dealer bullishness 
suggested the rise was permanent. Daily volume 
averaged 493.83 million shares. 


HONGKONG: counters gradually lost ground 


throughout the dull period amid nervous senti- 
ment. The Hang Seng Index lost nearly 25 points 
to close the period at its lowest level of 1,566.68. 
Volume dwindled to a daily average of HK$223.3 
million (US$28.6 million). The Hongkong and 
Shanghai Banking Corp. dominated market 
rumours, fuelled by speculation that a number of 
its senior executives had been interrogated by 
the police. The stock finished the period at 
HK$7.65, down 10 HK cents on the period. 


AUSTRALIA: Markets rallied strongly on the 


Hawke government's softened tax-reform pro- 
posals. In particular, the proposed removal of 
“double” tax on dividends spurred buying of 


_ high-yielding industrial stocks, sending the All- 


Industrials Index up 55.1 points over the period 
to a record 1,291.8 on heavy turnover. The appa- 
rent success of Western Australia’s fight against 
proposals to tax gold income boosted the Gold 
Index 41.1 points to 852.2, while oil finds in the 
Cooper-Eromanga Basin lifted some oil stocks 
early in the period, so that the All-Resources 
Index romped 22.7 points to 590.7. The sharp 
rises right across the board pushed the Austra- 
lian All-Ordinaries Index to 897, up 36.8 points 
over the period, 


NEW ZEALAND: The market rallied during the 


period with the Barclays Index reaching record 
highs on each trading day. Corporate takeover 
activity re-surfaced and this was largely respon- 
sible for the market's buoyancy. Activity centred 
around a bid for 10% of Lion Breweries by two of 
its directors. Additional takeover activity in sec- 
ond-line stocks also added impetus to the mar- 
ket. The leading stocks continued to be firm with 
overseas buying interest apparent in some. 


SINGAPORE: The market suffered its worst 


drubbing in nearly a year, with Fraser's Indus- 
trial Index closing the period 158.35 points down 
at 4,053.39. Daily trading volume was again 
erratic, with 5 July witnessing a sudden upsurge 
in selling on news that?DS rig-owner Global 
Marine was suspending interest and principal 
repayments. A large proportion of a US$81.2 
million syndicated loaneto Global is known to 
have been guaranteed in Singapore and banking 
stocks suffered as a result. Despite denials of 
loan exposure, the government-controlled Deve- 
lopment Bank of Singapore was the hardest hit, 
losing 50 S cents over the period to S$5.35 
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(US$2.4). Average dailv turnover was 7.39 mil- 
lion shares. 


KUALA LUMPUR: nenewed selling pressure 


during the period forced prices to an eight- 
month low as investors remained impervious to 
government stimulatory policies and ignored 
Wall Street developments. Domestic political 
factors — notably a widely rumoured rift be- 
tween top leaders in the United Malays National 
Organisation, on top of the long-running leader- 
ship row within the Malaysian Chinese Associa- 
tion — accounted for most of the depressed senti- 
ment. By the end of the period, Frasers Malaysia 
Index had dropped 140 points to 2,808.33 on 
mainly thin trading averaging 4.7 million shares 
a day worth M$8.5 million (US$3.4 million). 
Most actively traded counters lost ground. 


MANILA: Mining and oil shares were flat to 
higher, while commercial-industrials were 
mainly weaker in yet another dull period. Aggre- 
gate value turnover declined 77% to P6.9 million 
(US$373,983). A series of trades on two oil issues 
— Oriental and Podco — accounted for nearly 
90% of the section's value turnover, but the oil 
indicator fell on 8 July to 0.746 of a point for a 
period's loss of 0.009. The mining index rose 
above 700 points behind the strength of Philex 
and Lepanto and closed at 710.54 points, up 
17.62. The commercial-industrial index was off 
0.27 at 126.98 points. 


BANGKOK: The market suffered heavy losses 
as punters unloaded their holdings in early ses- 
sions. Buying returned in mid-week, pushing up 
the prices of many popular issues only to lose the 
gains in profit-taking towards the close of the 
period. The Book Club Index lost 1.80 points to 
close at 138.41. Losers included Dusit Thani, 
Thai Iryo and Metal Box. Volume amounted to 
954,876 shares valued at Baht 183.89 million 
(US$ 6.7 million) ora daily average of Baht 37.78 
million. 


SEOUL: Nervousness over political and econo- 
mic stability continued, pushing prices down 
further. The index fell by 2.5 points to 134.33, 
and average daily trading was off 1.98 million to 
13.709 million shares. Losers outnumbered gain- 
ers, With transport issues dropping the furthest, 
by 8.04 points, and fabricated metals down 7.79 
points. Financial institutions gained the most, up 
1.446, following the government announcement 
of special loans to bail out troubled banks. Orient 
Electric fell the furthest, reflecting worries 
about exports. 


TAIPEI: The market continued to lose ground, 
dropping 13.43 points to close at 693.03 on its 
weighted index, its lowest level this year. Shares 
fell across the board, with the specialised indices 
for textiles and electronics shares registering the 
biggest declines (4.2% and 3.1%, respectively). 
Among the losers, Taroko Textile lost 9.5%, and 
Far East Textile 7%. Average daily transactions 
declined to NT$347 million (US$8.7 million). 
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Aust. All-Ordinaries Avera: 
2 July 8 
3 July 8 
4 July n 
5 July 8 
B July a 
Change on week +4) 

8 July ‘ change 
AS on week 

Amati 5.00 ^35 
Ampol Exploration 252 63 
Ampoi Petroleum ! 86 05 
ANZ Bank 484 «87 
Auatraken Cons. Ind 2 64 ^19 
Australian Guarantee 2 4B ‘38 
APM 2 89 +66 
Boral 346 «71 
Bougainvidte 204 «$7 
Brambles ind 3185 21 
BHP 655 3.8 
Burns Philp 410 ‘38 
Carton United Brewery 270 «07 
Coles GJ 3.83 z 
Comaico 197 "31 
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Duriop Australia 245 79 
Eiders (Xt 298 «03 
Hardie J 295 142 
Heraid & Weekly Times 445 +28 
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MIM Holdings 287 47 
Myer Emponum 277 242 
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Poko Wallsend 405 07 
Pioneer Concrete 1 89 474 
Santos 5 74 «51 
Smith H 5.00 35 
Thomas Nationwide Trans 211 60 
Western Mining 393 *54 
Westpac 439 +73 
Woodmde 143 34 
Wootwortins 315 154 
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Asia houses over half of mankind. Everyday events are 


. these events, compiles analyses and interprets them. 
executive or scholar or anyone who has dealings with 


dium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook: - 


ow. In Its 26th Edition 
‘he Asia 1985 Yearbook, celebrating its 26th anniver- 


(fore. Matching the rapid pace of Asian development, 


Asia should have on the bookshelf. 


Features 
he Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which givés an instant glance of 


- Investment, Commodities. Energy, Aviation, Shipping, 


Organisations. 


Social Affairs, Foreign Relations. Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
-Via India, Indonesia, Singapore and Malaysia. 

-As in the past, the. Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
| (C OBRUY has a new map to go v with its chapter. 





“Countiy-by-Coiuttiys A! alysis 





and. infrastructure. T The Yearb ok g 
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happening here that not only shape Asia's future but e 
affect the entire world. Asia 1985 Yearbook covers . 


No businessman can afford to ignore them. Nor can any. 


a. Decide for yourself whether any other single . - 


sary, is bigger and more comprehensive than ever 


we have gone into greater detail, with deeper insight, to - 
oduce a book that anyone who has any dealings with 


essential data. You will find familiar chapters and fea- 
. tures as well: a Regional Round-up, The Power Game, 
_ Population, Development Banks, Asian Finance, Asian. 


Trade & Aid, West Asia, South Pacific and Asian: 


The main body of the book contains éhápters on TM 
countries. Each is divided into 3 sections — Politics/. 


. Each country is discussed. with up-to-date reviews of its A 
Politics and Social Affairs, Foreign Relations , Economy D 


the mystery, 








Yea rbook 


H 


and social and cultural landmarks. Each section has 


also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 


experts. 


How We Did It 
Published. by the Far Eastern Economic Review, the 


earbook is the result of thousands of man-hours spent 





every year. Every week, the Review s correspondents . 


provide on-the-spot reports from every major Asian : 


capital. From Islamabad to Tokyo, Peking to. Canberra , 
B and MIRIAM EVE — of interest throughout Asia. This 





Staff ći ntribute io they. have regularly for 26 vers) to 
keep e Asia Yearbook pertinent. To give you Asia, 
| the mystery, minus the myth. To give eur Asia as 

Only the F ar Eastern Economic Review can. 2 





Soft tiver: HK$1 70/US$21 95/£20/8$49. 50/M$56. 50 
Hard Cover: HK$200/US$25. 95/£23. 75/S$58. SAMT 
For airmail delivery, please add: 


HK$45/ eum 3/M315 


To: Publications Division. 
Far Eastern Economic Review, 
GPO Box 160. 
Hongkong 
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Fe the architecture and the 
aguardente — for a moment, any- 
way. There is nothing quite so 
Mediterranean about Macau as its 
lively, labyrinthine political scene. 
And nothing seems to concentrate the 
minds of Macau's small corps of ex- 
citable politicians quite as efficiently 
these days as a prominently dis- 
played monument completed a few 
months ago under the Portuguese en- 
clave's current governor, Rear-Adm. 
Vasco de Almeida e Costa. 

It's difficult to miss this particular 
objet d'art. It sits on the wooded 
slopes of Taipa, one of Macau's two 
outer islands, directly above the 
bridge leading to Macau proper. It is 
a position that lends the construction 
a kind of outsized grandeur — leav- 
ing it on constant display for the city, 
as if Taipa itself were nothing but an 
artificial backdrop. Crossing the 
bridge to the island, one feels as if 
this, too, were built for 
the sake of the monu- 
ment — to accommo- 
date an anticipated 
stream of visitors. 

But a monument to 
what? No one seems 
quite sure. “To Macau, 
to the development of 
Macau — or some- 
thing," says a promi- 
nent local lawyer with 
a mock-extravagant 
flick of the hand. This 
seems as good an ex- 
planation as any, 
given the rather pre- 
dictable images chi- 
selled in relief onto 
the monument's multi- 
levelled walls: Chi- 
nese lion dancers, 
the famous facade of 
St Paul's, students, 
fishermen, factory workers and so on. 

But most observers see something 
more in Os Calhaus, a nickname 
meaning the unformed stones. They 
say itisa memorial chiefly to the gov- 
ernor's vaunted political ambitions 
— specifically his desire to assume 
the Portuguese presidency when An- 
tonio Ramalho Eanes, the current 
head of state, steps down next year. 
"Costa has brought Portuguese poli- 
tics to Macau," says Jose Rocha 
Dinis, founder and editor of the 
weekly Tribuna de Macau. "It's as 
simple as that." 

Nothing is as simple as that in 
Macau, of course. And Dinis should 
know. On a tip from a friend in the 
bureaucracy he scoured the list of 
gazetted public works a year and a 
half ago, discovering the governor 
had scheduled expenditures of 
Patacas 9 million (US$1.15 million) 
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on the construction but had an- 
nounced nothing. Covering all ang- 
les, Dinis then assigned a correspon- 
dent in Lisbon to interview the 
sculptor, whom he describes as a 
minor star in the Portuguese firma- 
ment, but one with apparent political 
connections. All this duly saw the 
light of day in the Tribuna somewhat 
before the governor was ready for it 
— which cost Dinis not a few friends 
in the Palacio da Praia Grande. 

It was not the governor’s secrecy 
that has lent the incident a lasting po- 
litical charge — or even the Patacas 9 
million, which has since been some- 
how reduced to less than half that 
amount on the books. With economic 
growth last year of nearly 10% and 
another in a line of budget surpluses, 
Macau can afford the ornament. Nor 
can any but the most extreme of AI- 
meida e Costa's opponents deny he 
has made many needed improve- 
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ments in the enclave — its new elec- 
trification schemes, for instance, and 
its improved telecommunications 
links with the outside world. 


hen there are the governor's parks 

and sports complexes. It would be 
difficult to fault them, with their 
brightly coloured playground faci- 
lities, without seeming a joyless 
humbug. The governor has also in- 
stalled forests of new traffic lights 
throughout Macau — enough of 
them, it seems, to service most of Los 
Angeles. But who can oppose ef- 
ficient, state-of-the-art traffic con- 
trol? 

What has raised hackles here is AI- 
meida e Costa's apparent insensitiv- 
ity to local conditions. As many see it, 
he has treated Macau as littie more 
than a photo opportunity for a can-do 
administrator anxious to strut his 






stuff. As a consequence, many Macau 
politicians think the governor has 
begun to turn their enclave into a 
world of ridiculous contrasts: a world 
of flashing lights and pop-art jungle 
gyms next to one of neglect and in- 
exorable decay. 

On a wet Saturday recently, Dinis 
showed me what he reckons is the 
worst of it: shacks built of the usual 
tin and weathered board, balanced 
impossibly just above perhaps a foot 
of swamp water. It was difficult to 
believe these dwellings were still oc- 
cupied, but lines of washing strung 
intricately among 
them gave it away. 
These settlements 
were on Taipa — a few 
hundred yards behind 
Os Calhaus. 

"The unformed 
stones" may have es- 
caped this kind of 
scrutiny, had Macau 
found them more aes- 
thetically acceptable. 
My own first views — 
from the Hotel Bela 
Vista across the har- 
bour — left me with 
the impression it was 
an abandoned build- 
ing project. At closer 
range, the carved fig- 
ures are hopelessly 
outdated, recalling 
the kind of stylised so- 
cial realism prevalent 
at the height of Europe's pre-war 
united front. “Not even Kim Il Sung 
would have built this," Dinis 
exclaimed as we stood at the foot of 
its angular walls. "It's very... Al- 
banian." 

Now even government officials are 
beginning to voice such criticism — 
though theirs is directed at the 
sculptor, not the governor (who, after 
all, approved the design before it was 
built). Many Macanese reckon these 
comments were kindled during the 
recent visit of President Eanes — 
when he refused to inaugurate "the 
unformed stones." That visit seemed 
also to signal the end of Almeida e 
Costa's presidential aspirations. So 
Macau's politicians now hope they 
will soon have a governor more in- 
terested in managing Macau. 

As for the stones, they will soon get 
floodlights. — PATRICK SMITH 
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Developing countries differ 
greatly, yet most share this 
common goal: to enlarge their 
industrial bases for greater indus- 
trial independence. 
Combustion Engineering 
has assisted many nations in 
reaching this goal by making our 
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technologies available through 
service contracts, licensing 


agreements and joint ventures. 


Our know-how in oil and gas 
exploration and production, 
refining and downstream pro- 
cessing, power generation and 
computerized process control 
systems is helping more than 
80 countries turn natural re- 
sources into products for 
domestic use and for export. 


We also provide technical 
assistance and manpower train- 
ing so that their people can 
lead more productive lives and 
contribute to their countries 
industrial growth. 

For more information 
about our commitment to help 
countries meet their national 
goals for economic development 
through mutually beneficial rela- 
tionships, write: Ronald F. Kurtz, 
Combustion Engineering, Inc., 
PO. Box 9308, Stamford, 
Connecticut 06904, USA. 
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The Westin Chosun. 
A new look at where business 
is coming to in Korea. 


The Westin Chosun hotel in Seoul, located in 
the heart of the thriving business and financial 
center that grew up around it, was Korea's first 
international hotel. But you wouldn't guess that 
by staying in the newly renovated guest rooms, 
dining in our restaurants, or dancing the night 
away in Xanadu. 

After a 3-year renovation, we've got a fresh 
look and some innovative additions that make 
doing business in Seoul more of a pleasure than 
ever before. 

Executive-size workdesks with individual 
lighting, over 30 airline 
offices for convenient 
travel arrangements, 
24-hour room service, 
privacy whenever you 
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wish. And with 470 of Seoul's most spacious 
rooms and suites, we're still "small" enough to 
provide you with that uniquely personal quality 
of service that is as discreet as it is professionally 
complete. We even provide a copy of the current 
Far Eastern Economic Review in our rooms and 
suites to keep you well informed. 

From an Executive Center offering a full range 
of services to one of Asia's most sophisticated 
nightspots, The Westin Chosun is designed for 
today's international business traveller. 

The next time you come to Seoul, discover the 
added advantages of a 
great tradition. The Westin 
Chosun, younger than 
ever, is where business is 
coming to in Seoul. 





THE WESTIN CHOSUN 


Seou! 
C.hO 3706 
Telex: K24256 


The Chinese philosophy of Yuan Fen 
does not apply only to the pre-destined 
meeting of people. It also governs 

the movements of inanimate objects. 
These clouds were meant to come together. 
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We treasure each encounter. 


To China Airlines each encounter is much more than mere 
chance. So we make sure we're ready to give you only the best. 

Our cabin crew give you warm, respectful attention, our fleet 
is modern and new. And every member of our staff, even those 
you never meet work together to turn your flight into an event, 
not merely a matter of getting from one place to another. 


ardam € Bangkok e Dhahran e Dubai è Fukuoka * Hong Kong * Honolulu © Jakarta € Jeddah © Kuala Lumpur € Kaohsiung * Los Angeles € Manila e New York e Okinawa * San Francisco * Seoul ¢ Singapore € Tokyo © Taipei 








Faster than 


a Speeding Bullet... 


Hotter than 
the Earth's Core... 


Able to Melt Particles 
in a Single last... 

















“s a Superprocess ... plasma ejected from 
| nozzle in blasts that travel over 5,000 m/sec. 
teaching temperatures over 10,000°C, it's even 
iotter than the surface of the sun. Plasma, with 
S intense energy and unlimited potential, is 
eferred to as “the fourth state of matter.” At 
lippon Steel we're using it in high-temperature 
ipplications research to melt metal or ceramic 
iarticles and deposit them onto materials which 
nen acquire entirely new surface functions. This 
; just one example of how intensive R&D efforts 
re producing a variety of Superprocesses 
nd Supermaterials. 

At Nippon Steel we're also applying advanced 
lectronics and information technologies to bring 


Blasting Plasma to Create New Materials 


about greater efficiency in steelmaking. And 
we're developing the latest steelmaking 
technologies to improve productivity. That's 
because, as an integrated materials manufac- 
turer, we recognize the continuing importance 
of steel as a super-basic material. Super in 
strength and workability, as well as in 
availability, cost, and range of applications. 

For both traditional and advanced industrial 
materials, and for Superprocesses and Super- 
materials, users worldwide rely on our quality 
and innovation. 

That's Nippon Steel — the company that's 
looking toward the 21st century to meet 
the diverse needs of industry today. 
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The Tai-Pan Ramada 
Hotel,Singapore, 


makes its grand debut. 





idall the bouquets 
go to our guests. 


The all-new Tai-Pan Ramada Hotel is now 
open in the heart of Singapore. All our new 
Debut Off rooms and suites have been lavishly equipped 
40% discount On NE. with the latest in luxury, including rosewood 
Aao, your upra and furniture. And access to rooms is by personal 
pm has vox security card, rather than by key. 

Restaurants serving Thai, Chinese and 
international cuisine, plus a 24-hour Coffee 
Shop, make up the dining scene. 

For recreation there's a fitness centre with 
sauna, a swimming pool with cafe, plus a disco- 
theque and bar. And for the business traveller, 
we have a Business Centre with full facilities. 

Come to our debut. And return for an 
encore as a regular guest. 


40% 
Grand 





 TAI-PAN RAMADA HOTEL 


r 101 Victoria Street, Singapore 0718, Tel: 3360811 Telex: RS 21151 
Cable Address : " HOTAIPAN' Singapore 
Member of the JACK CHIA — MPH GROUP 


RAMADA WORLDWIDE RESERVATIONS: 

Hong Kong 3-7238855 e Kuala Lumpur 414 08] e Singapore 3360811 e AUSTRALIA / Sydney (02) 27-6125 e CANADA / Ontario & 
Quebec 800-268-8930 e Toronto (416) 485-2610 e All other Provinces 800-268-8998 e EUROPE /Belgium 053-778430 e Denmark 
(04) 300030 e Germany 0611-234021 è United Kingdom 01-2355264 è France 6-0792212 e Netherlands 020-472919e Italy 
06-6569112 e Norway 02-418160e Sweden 08-218101 € Switzerland 01-3020895 e FAR EAST /Osaka (06) 271-4321 e Tokyo (03) 
2723888 e LATIN AMERICA / Bogota 87-0273 e Buenos Aires 49-5900 e Buenos Aires 49-5900 e Caracas 462-3973, 452-0993 e 
Guatemala City 31-9362 è La Paz 37-2934 e Lima 45-3893, 45-7897 e Panama 27-1796, 27-1802 e Santiago 71-5305 e Santo Domingo 
532-0907 e Sao paulo 258-5722 è Tegucigalpa 22-0500 e Mexico City 531-3028 e USA Toll Free 800-228 2828 or telex ro 484-509 


UTELL INTERNATIONAL or your nearest travel agent 
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and ensure your copy each week. 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 





Rate: Soft cover USS21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 
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Please enter my subscription for 
3 months 
6 months 
1 year 


Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery, 
please add: USS6/HKS45 
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THE WATCH, THE LIGHTER AND THE PEN. 








ORFEVRES A PARIS. 


SINGAPORE GIRL, YOU PUT A SMILE ON THE FACE OF THE EARTH. 






























THE 
WARM HOSPITALITY 
OF MALAYSIA CAN BE 
FOUND IN TWO 
PLACES 
IN KUALA LUMPUR. 


Kuala Lumpur Hilton, Malaysia’s 
premier hotel, sits on a hillock overlooking the 
capital's business and shopping districts. 
Petaling Jaya Hilton commands a central 
position in the industrial satellite town on the 
outskirts of Kuala Lumpur, all but 15 minutes 
away from Subang International Airport. 
Both with the same inimitable standard of 
service and facilities that only Hilton 
International can offer. Both synonymous with 
the hospitality of exotic Malaysia. 

The choice is yours. 
Kuala Lumpur 
Petaling Jaya 


For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service 


HILTON INTERNATIONAL 


WHERE THE WORLD IS AT HOME™ 














One would like to agree e with the impli- E 


cation in the immigration section in the 
FOCUS on Australia [27 June] that anti- 
Hanoi demonstrations by Vietnamese 
refugees in this country are not violent. 
Sadly this is not the case. In recent 
weeks (perhaps after the article was pre- 
pared) certain members of the Viet- 
namese community have engaged in, or 
threatened, violence on a number of oc- 
casions. 

The first well-publicised instance 
took place on the anniversary of the lib- 
eration (occupation) of Ho Chi Minh 
City (Saigon) when an angry group 
of refugee immigrants surrounded a 
church hall in Sydney which was being 
used by a Vietnam solidarity group to 
screen a Cuban-made film about the 
Vietnam War. People inside, who in- 
cluded young children, were besieged 
for several hours, windows of the hall 
were broken and parked cars damaged. 
Bricks were thrown at people as they 
left. The refugees had responded to a 
call in a Vietnamese-language news- 
paper urging refugees to take strong ac- 
tion against "communist sympathisers." 

The next violent protest was staged 
outside a union headquarters in Sydney 
where a group which included many 
ee from the Vietnam moratorium 
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ustained by Australians 
' well within the law. 

e then, diplomats from Viet- 
nam's embassy in Canberra have been 
assaulted by extreme rightwing refugees, 
and an academic conference, Vietnam: 
10 Years On, scheduled to have been 
held at Wollongong University in early 
July, was cancelled because of threaten- 
ed violence. 

The effect of these actions has been 
to.create a negative image of Vietnam- 
ese refugees — despite the extremists 
being a minority — at a time when the 
subject of Asian migration is already 
sensitive. Further, it could threaten the 
Hanoi government's cooperation in the 
Orderly Departure Programme under 
which refugees’ families are leaving 
Vietnam to be reunited with relatives 
here. The matter has already been 
raised with Australia by high-level Viet- 
namese officials, including Foreign 
Minister Nguyen Co Thach. 

It is true that Australians have toler- 
ated legitimate Vietnamese protests to 
date, as the article said, but the ac- 


tivities of the refugee toughs — some of 
them "Saigon cowboys" transplanted — 
are causing much concern. 

— 


Robin Osborne 





In wpartially yours 


By publishing the two letters, Wages of 
sin? and Unfavourable system [27 J June], 
you have shown, once again, your fee 


ings against Singapore and Singapo-. 
having read in your es- 
in the past a number | 


reans. Í rec 
teemed magi 
of letters about « 






nsitive issues such as 





minority interest, racial discrimination 
other: 





and corruption. Very few, on the 
hand, have appeared crediting the gov- 


ernment for the excellent work done in. 
maintaining: perfect harmony in this 


multi-religious, multi-cul- 
Does 


multi-racial, 
tural and multi- -lingual society. 


this not mean active discrimination in. 


your own office where letters to the 


editor are carefully chosen — and pub- | 


lished — to discredit the people and the 
government of a most successful island- 
nation of Southeast Asia? 

Nowhere else and never before has 
success been so successfully achieved — 
economically, socially or politically. 
This can be felt particularly in the light 
of various problems being faced by al- 
most every country in Southeast Asia 
and elsewhere. Having done an out- 
standing job in 25 years of nation-build- 
ing, Sin 


wrath of many countries — developed, 


developing or underdeveloped. As a- 
reputed and recog- | 
should be fair in commend- - 


popular journal, 
. nised, you 








— may have attracted the 


ing. the achievement 


rather than 


condemning the trivial issues. Credit 


must be given where credit. is de- 


: served. 






























Singapore ~ 


“Should you really be impartial, this 
letter — and many more that you re- 


ceive in favour of the people and the 20 
government of.the island-republic — dib 


should find a place in the appropriate 


real.'fear and silence,’ you would not 
have received the two letters you cared 
to publish. 

S. R. Das Gupta 





Respect the result 


If Datuk Seri Mahathir Mohamad is 
prime minister of all Malaysians, then 
he and his fellow United Malays Na- 
tional Organisation (Umno) members 
should — with magnanimity — accept 
and respect the Sabah election out- 
come. Although Parti Bersatu Sabah 
may have won only 37% of total votes, 
it did so as a barely two-month- old 
party without official support or much 
money, 

The argument that “Umno cannot af- 
ford to be seen to support a Christian 
government, as this would only provide 


free ammunition to the opposition Parti. T 
Islam in its campaign, accusing Umno of © 
lack of Islamic zeal” is specious and un- - 





multi-ethnic Bane: 


d a dinner. — ine 


ofumns of your journal, If there were 


































Sheaffer pens, 
personalized with 
your company's 
name or emblem, 
make the perfect 
business gift for 
clients or staff. 
You'll know your 
name is backed by 
the finest name in 
writing instruments: 
Sheaffer. 
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oints on reform — 
ichard Hanson’s” article [27 June] 
ggesting that reform in the Japanese 
financial markets may prove the undo- 
ing of certain Japanese banks raises 
me good points. Their habit, with 
w exceptions, of emphasising market 
share rather than profitability will not 
be broken easily. Tougher disclosure 
and capital requirements, however, 


SAH are now ET — Ma- 
sia (now the only country on earth. 





| After reading Kedar Man Singh’ s &isboif | 


meef FDIC: assessments ps ki deposhi..- 
4.27 Joseph F. Me. 
.Rainier National Bank 
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are six flights per day 


Crisis in Nepal - 


between Hiroshima and 


on Nepal [13 June], Tam. very disap- Tokyo by jet airplane, and 
pointed to know of the present political 
crisis in that country. Different political 
parties, along. with interest groups 
within the partyless panchayat system 
are responsible for disrupting the stabil- 
ity within the nation. 

Nepal faces a severe crisis in terms of 
economic and resource development. 
The cost of an unstable environment | 


i 


two flights between | 


Hiroshima and Kagoshima 


by Turbe-plop jet. 


ence is that it probably cannot accom- 
modate the sort of aircraft that 
Hiroshima’s can. The clip, above, 


comes from the Guide to Hiroshima 


should force a healthy shift in such ém- 
sis, both for the Japanese banking 
m and for foreign bank com- 
xs. who would then compete on 
ore equal terms. 
 Hanson's last point - — that an ordi- 
iry Japanese depositor's money would 
"safer in an American bank's Tokyo 
ich because of greater Federal De- 
sit Insurance Corp. (FDIC) insur- 
ice than in a Japanese bank — should 
2 corrected. US federal law 1813 DE) 
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THE FOOD AND AGRIC JIL- | 
TURE ORGANIZATION OF 
THE UNITED NATIONS, Rome, 
; Italy, has two openings of Publica- 
‘tions Promotion Officer to develop and enlarge. 
‘the sales and dissemination of FAO publica- 
tions in Asiatic and Oceania countries (requir- 
ing full working knowledge of English, French 
or Spanish) arid in Middle Eastern and African 
countries (requiring full working knowledge of 

- Arabic, and English or French). 










Candidates must hold a related university de- 

gree and have a minimum of three years of 

progressively responsible marketing experi- 

- ence in the publishing field, plus sound knowl- 

= edge of book distributing and- - selling 

- techniques and of existing library infrastruc- 
ture. | 













Send detailed cuieulum vitae TE later than f 
15 August 1985 to FAO, AFP/GI,. 00100; J 
Rome, Italy, quoting: 29-GIP (As zt 
| Oceania) and 30-C IP i Middle East é 





can be enormous and detrimental to na- 
tional. economic. development... 
Birendra is the. unifying. figure, a-man 
While. we, 
Nepalese people, are free to disagree 
among ourselves, we must not do so at 
the expense of our national sovereignty | 
and developmental goals. Therefore, | 
we Bg. m ist Duty the oben § and 
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London Business School, Sussex Place, . 


| or | telephone on 01-262 5050 ext. 308. 


published for the 1985 World Cup 
Marathon held m April. 
Ontario 


King 
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CORRECTION 


In the first g paragraph of the overview to thes 
COVER STORY on the Indian press [18 July], à 
processing error gave the impression that ini: 1 
dian publications were the most free in the 
veloped world, rather than in tbe c levelopi i 
world as corresponde. nt Salamat All originali 
wrote. : 
























School. 


OMMERCIAL 
. NEGOTIATING 


An intensive short course 
co  tobeheldat:  . : 
|. LONDON BUSINESS SCHOOL 
2-6 September 1985 


Our objective is to develop an effective . 
personal style for use in domestic and 
> . _ export negotiations. 


.. For further details write to: 
Course Enquiries, Ref: FER, 
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governments across the region prepare ambitious plans 
for disposal of state enterprises to the private sector. Moti- 
vated partly by the privatisation ethos from the West and 
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China taps Hongkong 


Asean foreign ministers meeting in 
Kuala Lumpur fail once again to agree 
on how to resolve the continuing Viet- 
namese occupation of Cambodia, 
while the US Congress votes aid for 
the Cambodian resistance in the spirit 
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Seven found guilty in 
Pakistan coup trial 

Seven Pakistani military offic- 
ers have been sentenced to 
prison terms ranging from 10 
years to life for conspiring to 
overthrow the government of 
President Zia-ul Haq. Twelve 
other accused were acquitted, 
said a government announce- 
ment on 14 July. 

In January 1984, a large 
quantity of arms and ammuni- 
tion was said to have been 
smuggled into Pakistan from “a 
neighbouring country" and, 
after a shoot-out with security 
forces, those taking delivery 
were arrested. They were 
found to have been part of a 
plot, which allegedly included 
Ghulam Mustafa Khar, a 
leader of the defunct Pakistan 
People’s Party, currently living 
in exile in London, to incite a 
mass uprising in the country 
by assassination, kidnapping, 
destruction of property and 
subversion of the armed 
forces. 

The plotters were said to 
have hatched the plan abroad, 
in such countries as Britain and 
the Netherlands, to which they 
travelled on false passports, 
and to have been assisted by 
the intelligence organisation of 
“a neighbouring country,” The 
trial of the 19 accused — 16 
military men, including five 
majors, and three civilians — 
began in January and was con- 
ducted in secret at the maxi- 


mum-security Attock Fort 
prison. — Mohammed Aftab 
Berjaya: down 

but not out 


Former Sabah chief minister 
and president of Berjaya party 
Datuk Harris Salleh quit his 
party post at the party's annual 
congress on 14 and 15 July, 
three months after Berjaya suf- 
fered humiliating defeat in the 
state election in April. 

Celebrating a bitter-sweet 
lOth anniversary in conjunc- 
tion with the congress, Berjaya 
— the only ruling National Front 
component in the state — was 
still smarting from having 
gleaned only 6 out of 48 seats 
compared to its 44 seat record 
in 1981. To add insult to injury, 
three of its six representatives 
switched camps to the now-rul- 
ing Parti Bersatu Sabah, leav- 
ing it with only three voices in 
the state assembly. 


10 


But the delegates seemed 
far from crushed and the party 
was obviously in the mood for 
change. For the first time in 10 
years, the pany held free elec- 
tions for all central party posts. 
Collective decisions and collec- 
tive responsibility were the 
main themes of the incom- 
ing party president Datuk 
Mohamad Noor Mansoor's 
maiden address. 

— Suhaini Aznam 


Man dies in mystery 
sinking of ‘peace’ ship 
A crew member died when two 
explosions sank the Green- 
peace ship Rainbow Warrior, 
erthed in Auckland harbour, 
on the night of 10 July. The ves- 
sel, flagship of the interna- 
tional peace and conservation 
Organisation, was preparing to 





lead a flotilla to Mururoa 
Atoll, France’s nuclear-testing 
zone in the Pacific. 

Police mounted special 
guards on French diplomats tn 
the wake of the blasts, as they 
sought the owner of a valuable 
rubber dinghy abandoned tn a 
nearby bay. While a govern- 
ment committee on interna- 
tional terrorism received re- 
ports, Prime Minister David 
Lange said personal, as distinct 
from political, motives for the 
attack could not be ruled out. 

— David Barber 


Two Koreas agree on 
exchange programme 


Negotiators from Seoul and 
Pyongyang agreed at a meeting 
at Panmunjom armistice vil- 
lage on 15 July to exchange 
folk-art performers in Sep- 
tember, accompanied by peo- 
ple seeking relatives in South 
and North Korea. The number 
of —— and people who 
will accompany each delega- 
tion, the size of the press corps, 
facilities for their billeting and 
sites of their visits will be dis- 
cussed at later sessions. 

— Shim Jae Hoon 


BUSINESS 


China trims plans to 
coastal cities 
Plans to develop 10 of the 14 
Chinese coastal cities as quasi- 
Special Economic ;ones 
(SEZ) open to foreign invest- 
ment will be delayed, State 
Councillor Gu Mu told a dele- 
gation of Japanese business- 
men on 15 July, as priority sup- 
port will go to four of the cities 
(Shanghai, Tianjin, Dalian and 
Guangzhou) according to a 15 
July Xinhua newsagency report, 
In an earlier meeting with 
Sakurauchi Yoshio, head of 
the Society for the Promotion 
of International Trade, Gu said 
all of the 14 coastal cities would 
remain open to foreign invest- 
ment, but funds would be con- 
centrated on the four major 
port cities due to shortages of 
foreign exchange, the Tokyo 
Asahi Shimbun reported. 
— Robert Delfs 


South Korea announces 
reflationary policy 


In a major policy turnaround, 
the South Korean Government 
has announced a reflationary 
package to stimulate the econ- 
omy, which lagged in the first 
half. Deputy Prime Minister 
Shin Byong Hyun detailed the 
plans, which focus on boosting 
aa nek (down 4% in the first 
half from a year earlier). Minis- 
ter of Trade and Industry Kum 
Jin Ho has admitted that this 
year's export target would not 
be reached — the first such 
shortfall in two decades. Gross 
national product growth 
slowed in the first half as well, 
at around 4-5% on an an- 
nualised basis, compared to 
7.5% in 1984. Among the mea- 
sures announced by Shin are 
increased levels of export 
financing from the Bank of 
Korea (the central bank). 

— Paul Ensor 


| Manila approves bank 


restructuring plan 

Philippine monetary authori- 
ties approved on 12 July a 
rehabilitation plan for failed 
Pacific Banking Corp. (PBC), 
the country’s L8th-largest pri- 
vate commercial bank in terms 
of assets as at end-1984. The 
bank succumbed to a run on its 
deposits late in 1984 and early 
this year. The rehabilitation 
plan involves the purchase of 
60% of PBC’s voting stock by 
the group of leading sugar 


trader Antonio Chan and 30% 
i the US-based Bank of 

awaii. The former owners, 
led by Sebastian Roxas-Chua, 
would retain 10%. The new 
owners are to put in fresh 
equity of P500 million (US$27 
million). — Jose Galang 


SIA, Air Lanka end 

air-rights standoff 

Singapore Airlines (SIA) and 
Air Lanka have patched up 
their quarrel over traffic rights. 
Ostensibly in Singapore to in- 
spect new offices, Air Lanka 
chairman Capt. Wikramana- 
yake met his SIA counterpart 
J. Y. M. Pillay on 13 July. 
Neither side would say what 
concessions had been made to 
resolve the dispute, which led 
to the termination of the air- 
services. agreement between 
Sri Lanka and Singapore in 





October last year (REVIEW, 5 


Nov. '84) However, Wik- 
ramanayake was quoted after 
the meeting as stating that SIA 
is now free to offer services to 
Copenhagen via Colombo and 
that Air Lanka intends to start 
serving Tokyo via Singapore 
soon. These two routes were 
main sources of contention be- 
fore the breakdown of talks. 
Direct flights between the two 
countries could resume in Sep- 
tember. — V. G. Kulkarni 


New Bank of China 


Wang Deyan has been ap- 
pointed by China’s State Coun- 
cil as the new president of the 
Bank of China (BoC). Wang, 
formerly a BoC vice-president, 
spent I8 years in the bank's 
Hongkong branch, holding the 
posts of assistant manager and 
deputy general manger. 
Former BoC president Jin 
Degin was dismissed in Feb- 
ruary as part of a major shake- 
up in the banking hierarchy, 
triggered by the government's 
concern over a surge in lending 
and a depletion in foreign re- 
‘serves. — Nancy Langston 
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. FROM BOOM TO BUST 


Japanese car exports to China are 
likely to nosedive from October 
onwards, judging by the complete 
absence of export contracts covering 
the last three months of the year. 
Exports of completely knocked-down 
cars and trucks for assembly in China 
(as opposed to built-up units) may be 
the only exception to the downturn. 
During the first six months of 1985, 
Japan sold 15 times as many cars to 
China as in the first half of 1984. The 
rise made China Japan's fifth-largest 
overseas market for passenger cars 
and the second-largest (after the US) 
for all types of motor vehicles. 


MEDIUM IS MESSAGE 
Hanoi has chosen an original way to 
make known its dissatisfaction with 
Sino-Soviet normalisation. In an 
editorial summarising a recent Soviet- 
Vietnamese joint declaration, the 
Vietnamese Communist Party daily 
Nhan Dan claimed that both sides 
*exposed the dangerous character of 
the US imperialists’ scheme to draw 
China into the US-Japan-South 
Korea alliance and China's aim to 
team up with the US in undermining 
the socialist community and 
sabotaging socialism, the Soviet 
Union, Vietnam and the world 
revolution." No such statement 
appears in the joint declaration. The 
ietnamese Army daily Quan Doi 
Nhan Dan editorial on the same 
subject deleted the reference to Sino- 
Soviet and Sino- Vietnamese 


—É — 


THE WEEK 


BANGLADESH 

A general election will be held next 
winter, Information Minister Serajul Hos- 
sain Khan announced (75 July). 


C 

The Khmer Rouge hinted for the first 
time that it could accept being left out of a fu- 
ture government of Cambodia — that could 
include the Heng Semrin government — if 
the guerilla war could be ended peacefully 
(15 July). 


CHINA 

The communist party's top propagandist, 
Deng Liqun, known as an opponent of lib- 
eral reforms, has lost his job, the Foreign 
Ministry announced (73 July). Deng Xiao- 
ping conceded that there would be mistakes 
and possible twists and turns in the country's 
economic reforms, but said they would suc- 
ceed in the long run (/5 July). Foreign invest- 
ment is to be channelled into Shanghai, Can- 
ton, Dalian and Tianjin with less emphasis 
on another 10 coastal cities opened to out- 
side trade last year, it was reported (/6 July). 
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normalisation that appears in the 
joint declaration. 


PEKING RELUCTANCE 


Although Vietnam has attacked 
Asean's “proximity-talks” proposal 
as being advanced by Thailand after 
Thai Foreign Minister Siddhi 
Savetsila had met his Chinese 
counterpart, Wu Xueqian, in Peking 
in late June (page /9), it took some 
" time for the 

Chinese to agree to 
the plan. Officials 
in Siddhi's 
delegation spent 
several hours 
convincing Chinese 
Foreign Ministry 
officials that the 

roposal would not 
Jeopardise the 
position of the 
Cambodian resistance coalition, 
which relies largely on China for 
military supplies. The Thais say the 
proposal, under which Vietnam and 
the Hanoi-backed Heng Samrin 
regime in Cambodia would talk to the 
coalition through a mediator, was 
drawn up by the three coalition 
factions themselves. 


BACK ON THE RAILS 
Malaysia's Prime Minister Datuk Seri 
Mahathir Mohamad is said to be 
planning to use the centenary 
celebrations for Malaysia's state- 
owned railways in August to 
announce his government's 
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The first Roman Catholic delegation from 
China since 1957 arrived for a 10-day visit (75 
July). The Yaumati boat brides were or- 
dered out of Hongkong. Britain has agreed 
to accept about 500 Vietnamese refugees 
who already have relatives there (/6 July). 


INDIA 

Armed police guarded flight recorders 
from a crashed Air-India jumbo as experts 
athered at India's main nuclear-research 
acility to decode the tapes (/5 July). Prime 
Minister Rajiv Gandhi said India does not 


support independence for Sri Lanka's 
Tamils, it was reported (/6 July). 
MALAYSIA 

Western countries and Japan pledged to 


suppor Asean in its efforts to find a political 
solution to the Cambodia problem, di 
lomats said (77 July). All drug traffickers ir- 
respective of their colour, creed or national- 
ity will be hanged after conviction, Deputy 
Prime Minister Datuk Musa Hitam said (72 
July). 


commitment to a massive, first-stage 
modernisation and upgrading 
programme for the railways. The 
project, reckoned to cost at least 
M$32 billion (US$12.87 billion), 
would involve building a new east- 
west link; much later, the north-south 
line will be upgraded — at additional 
expense. The cross-peninsula line is 
regarded as a long-cherished aim of 
the Malaysian leader, who wrote 
about the need for such a link in his 
book The Malay Dilemma, first 
published 15 years ago. Mahathir's 
espousal of the project is said to 
outweigh reservations expressed 
about the burden of financing it. One 
scheme to pay for the line envisages 
sales of railway-owned land along the 
proposed route. 


KEEPING QUIET 

Officials have contrasted Malaysian 
Prime Minister Datuk Seri Mahathir 
Mohamad's reluctance to issue a 
statement condemning international 
terrorism with observations on 13 July 
by all the Asean foreign ministers 
meeting in Kuala Lumpur which 
called on the international 
community to "take all necessary 
measures individually and collectively 
to eliminate acts of terrorism.” 
Sources said Mahathir declined an 
American request for him to issue an 
anti-terrorism statement during the 
recent US hostage affair in Beirut 
because Islamic elements within 
Malaysia would misinterpret à 
statement as being pro-Israeli. 


— — 


NEW ZEALAND 

Saboteurs blew up and sank the Green- 
peace environmental protest group's flag- 
ship Rainbow Warrior in Auckland harbour, 


killing one of the 15 people on board, police 
said (/7 July). 


PHILIPPINES 

* A second civilian testified today she saw 
a "man in blue" shoot opposition leader 
Benigno Aquino. An anti-graft court order- 
ed the arrest of former information minister 
Francisco Tatad on five counts of alleged 
corruption (/5 July). 


SINGAPORE 

Former deputy director of the National 
Trades Union Congress, P. Ramasamy, who 
suffered extensive burns in an acid attack, 
died (74 July). 


TAIWAN 

A wealthy businessman was charged with 
treason after allegedly trying to form a 
separatist political party, the Taiwan Garri- 
son Command said (/2 July). 
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. Trade agreement eases Sino-Soviet reconciliation 





By Richard Nations 


he US$14 billion ‘five-year trade 
agreement signed in Moscow by vis- 


 iting Chinese Vice-Premier Yao Yilin 


elevates Sino-Soviet relations to a new 
Stage of accommodation, even though 
both sides were careful to play down its 
political significance. 

But the agreement, signed during 
the highest-ranking Chinese official 
visit to the Soviet capital in 17 years, 
consolidates the quickened pace of 
Sino-Soviet rapprochement over recent 
months at a time when both countries 
are undergoing fundamental changes in 
leadership and US President Ronald 
Reagan's operation for cancer intro- 
duces new uncertainties into both com- 
munists powers' relations with the US. 

By celebrating Sino-Soviet reconcili- 


ation on the neutral ground of economic 


cooperation, both sides seemed in tacit 
agreement to avoid signalling any major 
reversal of their 30-year rivalry which 
would alarm respective allies. 

Yao’s trip itself seemed orchestrated 
to sustain the delicate balance. Relaxed 
and confident, the cheerful Yao stepped 
off the aircraft in Moscow on 9 July to a 
warm embrace from Soviet First Dep- 
uty Premier Ivan Arkhipov. The follow- 
ing day the two signed two economic ac- 
cords calling for a doubling of bilateral 
trade to US$3.5 billion by 1990, and 
Soviet cooperation to build seven new 





Nf 


Yao: reversing 30 years of rivalry. 





plants in China and modernise a further 
17 built in the mid-1950s with Soviet as- 
sistance. 

At a banquet, Yao recalled the high- 
point of Sino-Soviet cooperation 30 
years ago, expressing his "sincere 

ratitude to all the Soviet comrades who 

ave contributed to the cause of the rev- 
olution and socialist construction in 
China," code words which affirmed 
China's desire to reduce the ideological 
hostility. 

But the following day Yao met the 
stony-faced Soviet Prime Minister 
Nikolai Tikhonov for talks at the Krem- 
lin on a occasion which allowed both 
sides to put squarely on the record their 


PHOTOS AP 


A $14 billion deal 


long-standing disagreements over Cam- 
bodia. Vietnam and Soviet troops de- 
ployments along the Chinese border. 
"Neither side gave ground," a source 
close to Peking said. 

On the same day Tikhonov met Yao, 
Chinese President Li Xiannian left Pe- 
king for Canada and the United States 
— to underline Peking's determination 
to maintain diplomatic balance and im- 
prove relations with both superpowers 
simultaneously. i 

Moscow also has reasons to minimise 
the political significance of the Yao 
visit. “Both sides are caught up in 
wholesale changes of leadership and 
neither wants to be seen to be giving 
away too much too early," a diplomatic 
observer commented. But signs that 
Sino-Soviet relations were on the move 
were unmistakable. The Yao visit itself 
amounts to an upgrading of relations 
and prepares for further improvement 
at the right time. 

Diplomats believe that Moscow is 
waiting at the very least until the 
Chinese Communist Party's extra-cur- 
ricular congress in September to see 
whether elder statesman Deng Xiao- 
ping consolidates power or com- 
promises with conservative and or- 
thodox Marxists opposition to liberali- 
sation which has grown as the economy 
shows signs of slipping out of control. 





is A 
(| . unanimity at the Chinese Communist 
^ duled for September, as well as lowering the average age of 
cadres. 
|. The congress is extra-curricular in the sense that the 12th 
| . congress was held in 1982, and the next one, according to the 
| party statutes, does not have to be convened until five years 
— later. Nor is this merely to be a plenum of the party central 
committee, but a "conference of delegates" — something 
... less than a full con 
| o The half-dozen 
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Deng removes Deng 


-CCP leaders dismiss high-ranking officials 


ray 


.. By David Bonavia in Hongkong 
ficials in China seems aimed at 
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rash of retirements and apparent dismissals of high of- 
po a show of 
arty Congress sche- 


aders stepping down in advance of the 
| . meeting include Deng Liqun, former head of the prop- 
. aganda department of the central committee. Deng 


. known as a stubborn supporter of leftist views on literature 


and the press and is evidently regarded 
man namesake Deng Xiaoping as an increasing nuisance. 
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by his elder-states- 
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Deng Liqun is thought to be 73, so that old age can be 
pa as the reason for his retirement. But the official 
'oreign Ministry spokesman did not refer to this when 
answering a question by a correspondent. He said merely: 
"Co e Deng Liqun is no longer the head of the prop- 
aganda department of the Chinese Communist Party." 
Deng is believed to have retained a senior post in the propa- 
anda department. According to the pro-Peking Hongkong 
daily Ta Kung Pao, his successor is Zhu Houzhe, a little- 
known member of the Guizhou provincial party committee. 

Before Deng AG removal from the top propaganda 
job was disclosed, he had been touring Sichuan province, 
making speeches about the need for revolutionary purity in 
the press and — more importantly — the dangers of 
bourgeois deviations creeping into China through the eco- 
nomic reform being pushed e party leadership. 

He went so far as to say: “During the past two years, the 
situation in our domestic market has been very complicated 
and this has raised many problems for us ideological and po- 
litical workers. We can say that we are faced with a kind of 
‘challenge.’ We must adhere to the policies formulated by 
the State Council, promote the development of the com- 
modity economy and make our policies even more perfect in 


the process of continuously forging ahead. On the other 


hand, we should not allow certain negative factors in com- 
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"But even the Soviets must them- 
selves be uncertain whether victory by 
the Dengists or the orthodox Marxists 
will gain them new friends in Peking,” a 
diplomat commented. 


"So far Moscow wants to see how far | 


it can push normalisation [with China] 
without making any major concessions 
on Afghanistan or Cambodia," a source 
familiar with. Peking's thinking com- 
mented. On their part, the Chinese 
have closely watched Soviet foreign-po- 
licy moves by Mikhail Gorbachov, who 
has repeated his desire for a radical im- 
provement in relations with China in his 
three major foreign-policy speeches 
since coming to power. 

Morcover, Moscow's steps to up- 
grade relations with Pyongyang, the 
brusque treatment meted out to visiting 
Vietnamese Communist Party General 
Secretary Le Duan and Moscow's call 
for an "All-Asia conference" are read as 
signs that the new Soviet leadership may 
break with the inflexibility and stagna- 
tion which characterised Soviet policy in 
the past. 


eking recognises that the Soviets 

feel increasingly threatened by what 
it denounces as the “Nato-isation of the 
Pacific” as the Reagan administration 
encourages “Japanese rearmament” 
and restoration of a "triangular alliance 
of Washington, Tokyo and Seoul." And 
though careful to  emphasise its 
"nonaligned foreign policy,” Peking has 
recently taken steps which may have 
been read as signalling a new sensitivity 
to Moscow 's strategic concerns: 
» Peking's "indefinite postponement" 
of the scheduled port-call to Shanghai 
by US warships was no doubt welcomed 
in Moscow, even though both Peking 
and Washington went to lengths to dis- 





ria p 
associate the embarrassing setback 
from improvement in Sino-Soviet rela- 
tons. 

» On 9 May China conciliated Moscow 
with public celebrations of the 40th an- 
niversary of the Soviet Union's "Victory 
in the Great Fatherland Patriotic War," 
against Germany and Japan. Monu- 
ments to^Soviet war dead were decor- 
ated in five Chinese provincial cities. 


Arkhipov: warm welcome. 


Moreover, the People's Daily editorial | 


that day seemed to flatter Moscow's 
ideological vanity by indirectly linking 
the Chinese revolution to the victory of 
socialist forces over the "profound 
capitalist crisis" 40 years ago. 


| >» Peking also seems to have tilted its 


condemnation of the superpower arms 
race in favour of Moscow by hailing 
Gorbachov's 7 April initiative to unilat- 
erally stop SS20 deployments in Europe 
while at the same time criticising Wash- 
ington's “Star Wars" programme as an 
unnecesssary extension of the arms race 
into space. There is a also a new ambiva- 
lence in China's opposition to the Soviet 
Pacific fleet which it is sometime por- 











trayed as directed against the US and 
not China. 

But while Peking may be willing to 
sacrifice the symbolism of strategic co- 
operation with Washington, “I doubt 
whether it will be willing to give up the 
substance of military tics to the West 
until it sees some basic shifts” in Mos- 
cow's strategic stance, a diplomat com- 
mented. Peking is said to be disap- 
pointed that Moscow did not appear to 
credit its announcement of a | million- 
man cut in the People’s Liberation 
Army as a confidence-building measure 
requiring a reciprocal response. 

By the same token, Chinese officials 
caution that the cold reception Le Duan 
received in Moscow was offset by the 
fresh Soviet commitments to Vietnam's 
five-year plan. Sources familiar with Pe- 
kings thinking dismiss Moscow's ap- 
peal for an All-Asia Conference as 
“similar to the 1969 call for a Asian col- 
lective security pact designed then to 
encircle China." And Moscow's appa- 
rent efforts to launch a strategic offen- 
sive against Washington in the Pacific is 
viewed sceptically as "restoring Mos- 
cow's hegemonism over the socialist 
family of nations." 

Chinese officials are sceptical of any 
major changes in Sino-Soviet relations 
in the near future. Nonetheless, they ac- 
knowledge progress towards clearing 
away the subsidiary issue clouding the 
atmosphere: both countries now call 
each other "socialist"; the trade agree- 
ment crowns a three-year process of re- 
storing normal trade relations; China 
has extended trade relations to the 
Soviet bloc countries of Poland, Hun- 
gary and East Germany; agreements for 
films, cultural shows and reciprocal 
opening of consulates was recently 
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modity economic relations to | 
erode our party and people 
or to erode our cadre ranks." 

This attack on the Deng 
Xiaoping group's policies was 
particularly sharp since it was .— 
made in Sichuan, the native | 
province of the elder states- | 
man and the scene of Premier 
Zhao Ziyang’s pioneering 
work in economic reform. It 
cannot be stated definitely 
that Deng Liqun was de- 
moted for this and other com- | : ` 
ments on the current policies, 
but it is clearly plausible that 
he was. 

Shortly after the disclosure of Deng Liqun's stepdown, 
the political rising star Hu Qili was quoted on the front pages 
of Peking newspapers as calling for continuation of the cur- 
rent “party rectification" campaign — which is essentially 
an anti-leffist movement. Hu is widely tipped as the likely 
successor to Hu Yaobang as general secretary of the party. 
He is 55, compared with Hu Yaobang's 69. — 

These latest exchanges came against the background of 





Deng at: sharp atack 
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statements by Deng Xiaoping casting doubt on the likely 
success of the special economic zones (SEZs) policy and the 
economic reform as a whole. As though to tantalise outside 
observers, who were excited by Deng's remarks to visiting 
foreign politicians, he said again on 16 July that the outcome 
of the current policies was not assured — but went on to say 
that he and other leaders had complete faith in them. 
Deng's words of caution about the SEZs coincided with 

the d re that of the fourteen coastal and riparian cities 
designated last year for foreign investment and trade, only 
four would be seriously dedicated to those purposes. (How- 
ever, a Chinese city does not have to be an SEZ in order to 
accept foreign investment and trade with foreign com- 
panies.) Al 

. Meanwhile, three senior provincial administrators have 
resigned, apparently on grounds of age. An Pingsheng, sec- 
retary of the Yunnan provincial party committee, has been 
replaced, as has Huang Rong, the governor of the Guangxi 
Zhuang Autonomous Region. Guangdong's party secret- 
ary, Ren Zhongyi, has been replaced by his deputy Lin Ruo. 

Coming on top of the reshuffle of top military command- 

ers last month, the pre-congress changes in the party and 

overnment give "Xaioping the chance to put his own 

avourites in place ensure smooth discussion of the eco- 
nomic reforms, his major preoccupation this vear. 




















V. G. Kulkarni in Singapore 
Or the first time in nearly four de- 
cades, Singaporeans will have to do 
ithout an English-language newspaper 
in the afternoons. After three years of 
publication, The Singapore Monitor, 
the tabloid rival of The Straits Times, 
closed down with the edition of 14 July, 
citing mounting financial losses. The 
closure, which leaves The Straits Times 
with a monopoly of daily general news, 
has revived questions about the influ- 
nee of big money in publishing and the 
government's attitude to competitive 
urnalism. 

“While the loss of a second voice in 
ie media has been mourned by all and 
ndry including MPs and ministers, the 
ict that the Monitor was in financial 
ouble was known for some time. In re- 
(nt months, the editors were busy 
awing up expansion plans to 


























































"ar's end, and the board of direc- 
rs met several times to do their 
1S. 
So when all the staff were abruptly 
mmoned for a meeting on the after- 
oon of 11 July, many expected the an- 
ouncement of the future morning edi- 
n followed by a pep talk on austerity. 
tead came the closure. announce- 
ent. 
Group general manager Mah Bow 
an — a former civil servant and one of 
vo unsuccessful parliamentary candi- 
ates for the ruling People's Action 
Partv (PAP) at the last general election 
- read out a statement to a stunned 
hering that the paper had exhuasted 
S$20 million (US$9.1 million) capital: 
d owed a further S$6 million to the 
arent company. "Our shareholders are 
nable to justify subscribing the extra 
ipital needed to carry on,” he said. 
 Regretting the demise of its rival, 
The Straits Times offered to’ employ 
some of the Monitor's staff of 170, in- 
cluding about 100 journalists. While the 
production and printing personnel 
could be absorbed on other papers, the 
journalists could find the going tough 
because even The Straits Times is known 
to have slowed down on recruiting in re- 
cent months. Moreover, many of the 
Monitor's journalists had left The Straits 
imes to join the Monitor ina bid to find 
new voice in the media. The Monitor's 
staff were sent on leave till the end of 
he month pending settlement of their 
final emoluments. | 
-. Asthe redundant journalists attempt 
seek other outlets for their skills in 
and outside the local media, the post- 
mortem has begun: why did the paper 
fail? Various views have been pro- 

































































e struggling Monitor is finally closed . 






pounded, putting the blame on the 
paper's editors and managers, its finan- 
cial backers, the role of the government 
in media, not to ignore the general eco- 
nomic downturn tn Singapore. = 
The Monitor was conceived in. the 
late 1970s, with the active encourage- 
ment of the. government, which was 
concerned that the local Chinese press 
was facing a declining market in view of 
the emerging predominance of English. 
The two rival Chinese-language news- 
papers, Sin Chew Jit Poh and. Nanyang 
Siang. Pau, and three of Singapore's big 
‘banks were brought toget vith then 








unch a morning edition by the Co TAS 





deputy prime minister Goh Keng 5wee 
acting as matchmaker. To. ensure the 
viability of the Chinese press, the gov- 
ernment — which controls the launch of 
any newspaper through its powers to 
issue or withhold publishing licences — 
Offered to allow a new English-language 
newspaper.a share of the lucrative Eng- 
lish market and The Singapore Monitor 
Ltd was formed in May 1980 to launch a 


morning broadsheet daily. with aninitial : 


launching date in late 1981. 


ut this never happened. Failure by 


ithe management to get its act to- 


gether for an early launch was to prove - 


its undoing. Before it was ready to re- 


quest its morning licence, there was a 


; political turning point in Singapore. In 


i October, 1981, the by-election for the 








' Anson constituency was lost by the PAP. 
| to Workers’ Party leader J. B. Jayeret- 






























. of the social benefits of a competitive 
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“In April 1982, the government or- 


dered a "reorganisation" of the news- 


paper industry by bringing about two 
olding companies: The Straits Times 
Group and the Singapore News and 
Publications Ltd (SNPL), the latter by 
merging the two Chinese papers which 
were involved in the Monitor. The 


Straits Times was awarded a monopoly 


on publishing a morning English paper, 
but had to close down its successful af- 
ternoon paper, the New Nation. SNPL 
was given a three-year monopoly on 
publishing a Chinese morning daily and 
an English afternoon tabloid. 

For the Monitor the afternoon li- 
cence was virtually a death blow in view 
of its heavy expenditure on state-of-the- 
art computer equipement suitable for a 
multi-edition morning newspaper and 
heavy staff bills during the long period 
without revenue. The morning news- 
paper advertising market had been 
counted on to make the venture viable. 

By 1984, the Monitor had gone 
broadsheet on Sundays and had begun 
preparing for a daily broadsheet set for 
late 1985, despite mounting losses. The 
Straits Times, for its part, was planning 
to restart the New Nation. A costly cir- 


- culation war thus loomed. | 


So another officially inspired move 
took place in July 1984. It was an- 
nounced the two rival groups had 
agreed to a merger, which created a hold- 
ing company called Signapore Press 
Holdings, with a market capitalisation 
of S$1.4 billion, the largest industrial 
\ combine in the republic. Now all of 
the Singapore press was under one 
roof, although the new group gave 
assurances that editorial competi- 
tion would not be stifled. Journalists 


were also promised that there would be 
no retrenchment. — | 


. But as a Monitor staffer lamented: 
"A year after the merger came this mur- 
der [of the paper]." The merger was 
supposed to bolster the financial muscle 
of the group, and the Monitor's direc- 


| tors stated on 11 July that the merger 
T had nothing to do with closing down the 


paper. The directors had considered the 
continuance of the paper as an after- 
noon tabloid or even as a morning daily 
— assuming it was granted permission 
— but neither option proved viable, ac- 
cording to the statement. The paper was 
reportedly losing $$500,000: per month 
this vear. 

It may be argued that a holding com- 
pany worth S$1.4 billion and the four 


major banks — the fourth one being a 


shareholder of the original Times group 


.— could have carried this loss if they 
had wanted to continue the paper. In 


the end, the directors considered the 
bottom line and put aside the question 

















AT DUNHILL.IT TAKES MORE 
THAN JUST TIME TO DESIGN A WATCH. 
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The design of a Dunhill product doesn't stop at the drawing board. 
Every item that bears the Dunhill name is produced from the finest materials and brought to life by 
the finest craftsmen. 





The Dunhill Watch. It took 10 years to produce the first Dunhill watch. Today, each face ts meticulously 
enamelled over six days and then hand polished before the numerals are added. A time consuming process, admittedly, but one 





that Dunhill and their Swiss craftsmen will continue to adhere to. 


ALFRED DUNHILL'S PHILOSOPH Y: 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUI E 
IT MUST LAST. IT MUST BE THE BEST OF ITS KIND 
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Mr. R.A.]. Lumenta 
President 
Garuda Indonesian Airways. 





Abudhabi € Amsterdam € Bangkok € Darwin e Denpasar € Frankfurt € Hong Kong € Jakarta € Jeddah.e@ Kota Kinabalu e Kuala Lumpur e London * Manila 








"Our aim is to offer a superior 
service for the business executive, 


and all of us at Garuda, around 
the world, are determined to succeed. 


"We re already well on our 
way to doing just that 
with our new Garuda 
Executive Class. At last, 
executives will come first.’ 


he launch of Garuda's 
new Executive Class marks 
the beginning of a new era 
for Garuda Indonesian 












GARUDA 





D a 


EXECUTIVE 


e — EE 

Airways. .. Butitis Garuda's = ( | A jS 
As of August 1985, there exclusive services that truly set our 

will be a business class that really Executive Class apart. 

ar: the needs of the frequent To facilitate the ‘working’ 

traveller. passenger, Garuda provides a 
Now we offer an stationery portfolio with desk pad, 

exclusive range of services unique letter paper envelopes and | 

to Garuda's bees Class. colourful postcards to keep you in 


touch with loved ones left behind. 
Upon boarding, 







passengers are escorted to their | Of course, cocktails and 
seats in the nose ofour drinks are complimentary 
aircraft. This section, throughout the flight, as are the 
previously specially chosen wines. 
reserved for There is a choice of 2 


first class menus, Asian or European, each 
dish prepared to seduce the most 


discerning palate. 


The needs of the frequent 
traveller are as unique as they are 
demanding. 


acc : . New Garuda up -front No airline has 
Ss ^ 28 ⸗ * 
PASSES, ou bine Executive Seating understood and fulfilled 
a Spacious environment 


with. a secluded, those needs better than 


msi: c E Garuda with our new 
inumate oprere Executive Class. 


Garuda's new 
Executive Class is the 
beginning of a new era 
of business travel. 


The unique 
location allows greater 
freedom of movement 
and provides wider 
deep-cushion easy- 
seats. The perfect 
combination for a 


| Where executives come first. 
comfortable flight. 
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LE RAFFINEMENT 
COMES TO 
SINGAPORE AGAIN. 
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Now, you can experience 
Le Raffinement in a refreshingly ` 
different way at Hotel Meridien Changi- Singapore. 

Situated in a luxurious garden setting just a few moments from 
the beach and with a big choice of watersports including 
windsurfing, waterski-ing and sailing, as well as access to a golf 
course and tennis facilities, the hotel is still only minutes from 
both the city's international airport and business district. 

Add to this all the facilities you'd expect from a first class 
international hotel and you'll begin to understand why 
Hotel Meridien Changi-Singapore is the ideal haven for the busy 
businessman who wants to work hard. As well as play hard. 

Le Raffinement, that unequalled style and elegance that only 
Meridien can offer, experience it in two great hotels in Singapore. 
Hotel Meridien Singapore and Hotel Meridien Changi-Singapore. 
For reservations, contact your travel agent or the Hotel Meridien Changi Singapore 


| Netheravon Road, Upper Changi Road, Singapore 1750. Tel: 5456632 
Telex: RSS6042 HOMRA 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 





MH —025/5 





WWF Koto Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of à 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation tn your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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Asean again fails to agree on a Cambodia solution 


By Rodney Tasker in Kuala Lumpur 


j be six Asean foreign ministers finally 
wound up their prolonged annual 
meeting here on 13 July having collec- 
tively bathed in a flood of praise and 
support from their external “dialogue 
partners.” Among themselves, how- 
ever, they are as divided as ever in their 
epgecach to the perplexing problem of 
ietnam's occupation of Cambodia. 

In their shared concern to promote 
Asean as a generally thriving non-com- 
munist bloc in a strategically important 
part of the world, the six dialogue 
partners representing the developed 
West were keen to help Asean seek 
peace in Indochina. 

The foreign ministers and other lead- 
ing officials from the US, Australia, 
New Zealand, Japan, Canada and the 
EEC may have been at odds with the de- 
veloping Asean countries over trade 
policies and other forms of regional eco- 
nomic cooperation, but they added 
their weight to Asean's continuing dip- 
lomatic efforts to find a political solu- 
tion in Cambodia. 

Unfortunately the only propo to- 


wards this end came at a three-day 
meeting — held after the annual 
ministerial confab — between the 


Ascan Six and their dialogue partners. 
A — initiative, which appeared 
doomed from the start, suggested in- 
ducing Vietnam and the Heng Samrin 
regime in Phnom Penh to agree to "pro- 
ximity talks" with the three: faction 
Democratic Kampuchea resistance co- 
alition, negotiating through an un- 
named intermediary. However, the 
Eoo had been rejected earlier by 
anoi (REVIEW, 18 July). 

At the final press conference on 
13 July, Malaysian Foreign Minister 
Tunku Ahmad Rithauddeen tried to put 
a brave face on things by saying that 
though the Vietnamese Embassy in 
Kuala Lumpur had the previous day 
formally expressed surprise that Asean 
should hear the proposal a week after 
Hanoi had rejected it and described 


the move as a "trick," no official 
negative response had been given to 
Asean. 


On 10 July, a Radio Hanoi commen- 
tary described it as an “absurd propo- 
sal” drawn up by Thai Foreign Minister 
Siddhi Savetsila after meeting his 
Chinese counterpart, Wu Xuegian, in 
Peking — a familiar Vietnamese ploy of 
pointing to Thailand and China as the 
troublemakers in Vietnam-Asean rela- 
tions in the hope of driving wedges be- 
tween Bangkok and what Hanoi per- 
ceives to be soft-liners in Jakarta and 
Kuala Lumpur. The commentary con- 
cluded: “We reject Thailand's illogical 
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and unrealistic proposals under the 
shadow of the Asean bloc." 

Despite this, stoic comments such as 
"the proposal is still on the table," 
thes to be built on in future dealings 
with the Vietnamese, rippled from most 
of the ministers at the meeting. But the 
— feeling was that — given 

anoi's oft-repeated line that it would 
never accept the Khmer Rouge, the co- 
alition's powerful communist action, as 
a party to any talks and that Asean was 
trying to boost the role of coalition pre- 
sident Prince Norodom Sihanouk as 
spokesman for the Cambodian people 

— to expect a positive Hanoi response 
was whistling into the wind. 

Even Sihanouk, speaking to forei E 
journalists in Peking on 14 July, 
scribed the proposal as *not —— 
And China's hand could be seen behind 
a Khmer Rouge statement, surprisingly 





Sihanouk: proximity talks unrealistic. 


moderate in tone, which was issued over 
the clandestine Voice of Democratic 
Kampuchea radio. The statement, 
dated 6 July but only broadcast on 15 
July, announced for the first time the 
Khmer Rouge's willingness to consider 
a government in Phnom Penh repre- 
senting all political factions in Cam- 
bodia, including the Heng Samrin re- 
gime. It also professed its desire to "sta 

behind Vietnam in peace, and wit 

peace in Vietnam and peace in Kam- 
puchea." 


K. hmer Rouge leaders also expressed 
interest in having friendly relations 
with the Soviet Union — Vietnam’s 
main ally — and Eastern European 
countries. The statement ended with a 
veiled reference to the fact that the 
Khmer Rouge might not necessarily 
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»road coalition government. 

Observers greeted the stateme | 
with considerable scepticism, and its | 
moderate tone was undermined by a- 
further Khmer Rouge statement on 16 
July replying to Vietnamese Foreign | 
Minister Nguyen Co Thach's recent call. | 
for the “elimination” of Khmer o 1 
leader Pol Pot. The statement, also car- 
ried over Voice of Democratic Kam- |. 

uchea radio, implicitly rejected 

ach’s condition, describing Pol Potas | 
being among “the Kampuchean people 
. . . Who firmly and strongly love the | 
country, independence and their coun- 
try’s dignity.” | 

The centre of attention during the - 
second stage of the meeting was US Sec- 
retary of State George Shultz. While 
Washington is anxious to hold the . 
‘Asean ix together and to give them | 
maximum support in their —— 
with Vietnam, in some ways Shultz's — 
presence highlighted the differences P 
existent among the bloc’s most active — 
partners. 

On his arrival in Kuala Lumpur from | 
Thailand, Shultz appeared a little wary 
about giving US endorsement of the 
proximity-talks propo- 
sal. According to offi 
cials in his party, Shultz — 
was concerned that the 
proposal risked moving | 
towards recognition of 
the Heng Samrin re- 

ime — and thus de 
acto acceptance of 
Vietnam's occupation - 
of Cambodia. 

It became clear that - 
Thailand’s frontline 
sition in the Cambi 
dia conflict was upper- - j 
most in Washington's . 
mind in its traditional 
wholehearted — 
for Asean. A day after 
Shultz’ arrival, a two- 
paragraph insert was | 
drawn up for his 
pared opening. address | 
before going into a closed session with 
the Asean Six and endorsing the pro- | 
ximity-talks proposal. | 

But conference sources said it was | 
only after Shultz had had breakfast with — 
Siddhi on the day of his Six-plus-one - 
meeting that the insert was approved. 
The insert was revealing: “We are reas- 
sured by your [Asean' x bee. that 
you would certainly not want to move in 
a direction which would imply recogni- | 
tion of the Puppet thel Samrin regime. 
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The main thrust of the [proximity-talks] | 
roposal is, however, laudable . . . the | 
nited States certainly supports it." | 

Siddhi indicated US concern that it | 
not do anything to jeopardise Thai- 
land's diplomatic situation when he told - 


the REVIEW: "Our American friends | 
are quite concerned about our secu- | 
rity." o| 
io m. 19 — 










A A macho mood as anti- 
.| communists get aid 
bo x 


a? z A - 
|. By Nayan Chanda in Washington 
Am a growing mood of frustra- 
| A% tion and anger caused by terrorist 
attacks on the US. extensive Soviet spy- 
ing on the country, and what is seen as 
. Soviet expansionism, the US House of 
. Representatives has overwhelmingly 
. voted for support to anti-communist re- 
|. bels round the world, including US$5 
million aid for those in Cambodia — 
. excluding the communist Khmer Rouge 
| resistance forces. In mid-May the US 
Senate also unanimously voted $5 mil- 
lion in aid to Cambodia's non-com- 
munist resistance. 
This is the first time since the end of 
the Indochina war in 1975 that con- 
gress has voted for overt assistance to 
anti-communist groups fighting Hanoi 
— even indirectly. Until now, US aid to 
the resistance involved covert “non-let- 
hal" assistance from the CIA, channel- 
led through Asean countries. However, 
faced: with the administration's reluc- 
| tance to get involved in direct mili- 
tary aid, the original sponsor of such 
assistance, Representative Stephen 
Solarz, modified his proposed amend- 
ment. - 
_ The new version, which was ap- 
-| proved by a vote of 288 to 122, states 
that the “president may make available 
| to the non-communist resistance in 
_| Cambodia up to US$5 million for fiscal 
year 1986 and up to US$5 million for fis- 


On the beachhead 
























By John McBeth in Bangkok 


W hen Thai and US officers sat down 
| to plan the fourth and biggest-ever 
- "Cobra Gold" joint maritime exercise 
„last October, the Thais asked that it get 
under way in early July — a month ear- 

lier than the 1984 manoeuvres. Whether 

by accident, or good management, that 
. happened to coincide with the time 
frame for the Asean Foreign Ministers 
conference in Kuala Lumpur and, as it 
turned out, the then yet-to-be-sche- 
duled visit of US Secretary of State 
George Shultz. 

Perhaps the icing on the cake as far 
as the Thais were concerned was the in- 
clusion in the exercise of US Air Force 
F15s using a Thai base — marking the re- 
turn of US combat aircraft to Thailand 
for the first time since they were or- 
dered: out under the markedly cooler 

olitical climate that prevailed in 1975. 
uring the Vietnam War, the US used 
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cal year 1987” to be drawn from either 
the Economic Support Fund or the Mili- 
tary Assistance Programme. 

The language of the amendment 
gives the executive branch the liberty to 
decide whether to offer economic or 
military aid to the resistance and it also 
gives the administration full control 
over utilisation of the aid. The original 
Solarz proposal, approved by the House 
Foreign Affairs Committee in early 
April, called for US$5 million to be 
given to the non-communist resistance 
through Thailand. 

In proposing the amendment, Sol- 
arz argued that while the proposed aid 
would not force the Vietnamese to 
"turn tail and run out of Cambodia . . . it 
will send a very strong signal to Hanoi 
that the indigenous movement in that 
country has the support of the United 
States." 


_ | US aircraft back to Thailand for an impressive exercise 


bases in Thailand for strikes into Viet- 
nam, Laos and Cambodia. 

The six Okinawa-based F15s operat- 
ing out of Haad Yai provided a new di- 
mension to an exercise involving 10,000 
servicemen and 25 ships which culmi- 
nated in an impressive amphibious 
beach assault by Thai and US marines. 
Meanwhile, a Soviet  Privak-class 
guided-missile frigate made a rare pene- 
tration into the Gulf of Thailand to 
shadow the allied fleet. 

What all this added up to was a mes- 
sage which, according to Vietnamese 
perceptions at least; was unmistake- 
able. Hanoi called the exercise a “crude 
provocation to escalate tension . . . 
(and) strengthen the US military pre- 
sence in the region." And in a broader 
10 July comment on the Shultz visit, the 
official Phnom Penh news agency, SPK, 
said: "The visit of George Shultz clearly 
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And when finally the Vietnamese 
agree to withdraw, he said, democratic 
resistance forces led by Prince. Noro- 
dom Sihanouk and Son Sann, supported 
by the US, would then be in a position to 
block the return of the Khmer Rouge 
— with whom the other two groups are 
allied in the UN-recognised Demo- 
cratic Kampuchea coalition govern- 
ment. i 


JA hough the amendment was adopt- 
ed by an overwhelming majority, it 
occasioned a spirited debate. Oppo- 
nents of the amendment preferred 
humanitarian assistance to military aid. 
Republican Jim Leach argued that 
while the amount “is nowhere near 
enough to make much of a dent in the 
struggle, it is clearly more than énough 
to invest the national reputation and 
military prestige of the United States in 


shows the intensification of Thai-Ame- 
rican collusion which seriously threatens 
regional stability.” 

The upfront American posture’ in 
support of Thailand contrasts somewhat 
with Washington's reluctance to take a 
more-active diplomatic role ‘on the 
Cambodia issue. Shultz made it clear 
once again in both Bangkok and at the 
Asean meeting in Kuala Lumpur that 
the US would continue to follow 
Asean's lead rather than advancing in- 
itiatives of its own. The secretary also 
x diceris to rule out American arms 
shipments to Khmer resistance forces, 
though there is a growing body of evi- 
dence that would suggest the CIA — 
working through the Thai military — 
has been financing the training of Cam- 
bodian guerillas. 


N ow that support for the resistance is 
much more of an open secret, ques- 
tions have arisen in Thailand over whether 
Bangkok is prepared to accept the pos- 
sible consequences of its hardline policy 
on Cambodia. Certainly, there are fears 
that if the Vietnamese fail to crush the 











an operation over which we have virtu- 
ally no control." 

Others pointed to the danger that by 
putting “America’s fingerprint back in 
that conflict” the US would be en- 
couraging more immigrants from In- 
dochina. The number of Indochinese 
immigrants admitted to the US since 
1975 totals 800,000. However, congress 
is not in a mood to brook such argu- 
ments when it is a question of asserting, 
albeit symbolically, US determination 
to stand up to communism. 

An interesting pointer to the prevail- 
ing mood of machismo on Capitol Hill 
was the frequent reference made by 
lawmakers to the screen character 
Rambo in the debate on the aid bill. 
The box-office hit Rambo — First Blood 
Part [I — depicts the exploits of a Viet- 
nam'veteran who single-handedly takes 
on Vietnamese security to rescue Ame- 
rican prisoners of war. 

The tough anti-communist foreign- 
aid bill from the Democrat-dominated 
house has proved something of an em- 
barrassment to the administration, 
While the clamour for aid to anti-com- 
munist resistance is very much in tune 
with ‘President Ronald Reagan's own 
rhetoric, the policymakers are worried 
about the negative effect overt military 
aid could have on the prospects of a po- 
litical settlement. 

There is also concern that publicised 
assistance to the anti- Vietnamese resist- 
ance could reverse the trend of coopera- 
tion on the missing-in-action issue. The 
State Department is seeking a way out 
of this dilemma by supporting the call 
for aid in the economic and humanita- 
rian field, and ignoring suggestions for 
arms aid on the ground that the resist- 
ance does not need it now. 





resistance forces now operating in 
greater strength in the interior, Hanoi 
may feel driven to apply more direct 
military pressure on the Thais. 

Shultz declined to be drawn into a 
debate on the prospect of the Vietnam- 
ese making deeper and more-frequent 

enetrations into Thailand. While al- 
owing that “the record of Vietnam is a 
record. of aggression," he told a ques- 
tioner:. “The Thais are very capable 
people and I think that capability will 
deter such aggression." Later, he 
seemed to link the US to that statement 
when he said the two countries would 
keep in close touch, repeating his con- 
tention that the key to aggression lay in 
deterrence. 

Hanoi's response to that already may 
have been delivered. On 7 July, the day 
before Shultz arrived in Bangkok, 200 
Vietnamese troops struck fully 8 km 
across the border and clashed with a 
company-sized Thai unit north of the 
former Sihanoukist headquarters of 
Tatum. One Thai soldier was killed in a 
series of firefights that continued into 
the following day. 
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Time to call the bluff 


Marcos shows few signs of reacting to pressure 


By Robert Manning in Washington 

here is a growing perception among 

US officials that the failure of Philip- 
pines President Ferdinand Marcos to 
adopt major reforms is fast pushing US 

olicy towards a crossroads: the admin- 
istration will either have to begin with- 
drawing support for Manila or have its 
bluff called by a recalcitrant Marcos. 

Since the murder of Philippine oppo- 
sition leader Benigno Aquino two years 
ago, the US has increasingly pressured 
Marcos to implement sweeping reforms 
to defuse the communist insurgency, re- 
habilitate the economy, and restore 
democratic institutions. But interviews 
with more than a dozen US officials in 
the defence and state departments, in- 
telligence agencies and congress reveal 
widespread scepticism that sufficient 
military, economiagor political reforms 
are taking place. 

Publicly, officials have cited freedom 
of the press, the May 1984 elections, 
and the Agrava board as signs of pro- 
gress. But senior Pentagon and State 
Deptartment officials say that changes 
which have occurred are essentially 
cosmetic. At the same time, the in- 
surgency continues to grow, military 
abuses es not declined,the economy 
has not revived, and as one official con- 
ceded: “The basic problem is still a lack 
of government credibility." US policy- 
makers see the expected return to his 
post of armed forces commander Gen. 
Fabian Ver as one of several key signs 
that Marcos has politically reasserted 
control and appears unlikely to yield. 
"This is the old Marcos operating now," 
said a senior Pentagon official gloomily. 

A leaked State Department docu- 
ment that was the basis for a major po- 


licy review signed by President Ronald 
Reagan in January said the US has to 
walk a "thin line," maintaining à 
dialogue with the opposition, while sup- 
parong Marcos and trying “to influence 

im through a well-orchestrated policy 
of incentives and disincentives . . ." But 
many Asia hands in the US foreign po- 
licy bureaucracy fear that the liberalisa- 
tion which followed the Aquino murder 
began to halt in the aftermath of the 
May 1984 elections. 

Of the three major areas where the 
US secs the need for sweeping reforms, 
US officials are most hopeful about the 
economy. They cite the rescheduling of 
Manila's massive foreign debt in late 
May by private banks, and relatively 
good marks given to the Philippines by 
the IMF, which is expected to approve 
soon the second part of its special draw- 
ing rights 615 million (US$623.9 mil- 
lion) stand-by credit to Manila, the 
lowering of inflation to about 15% and: 
interest rates to 32% as positiv 
achievements. But when pressed, a 
senior US official admitted that the 
economy — which is projected to have a 
— 2% GNP» growth this year — “is 
stabilised a bit but going nowhere.” 


S officials concede that the dismantl- 

ing of "crony capitalism" such as 
coconut and sugar monopolies does not 
seem likely. Even a relatively buoyant 
State Department official says: "There 
have been some economic reforms 
around the edges, but not at the core." 

In regard to reform of the military, 
both Pentagon and State Department 
officials told the REVIEW that Chief of 
Staff Fidel Ramos, who is highly re- 
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garded here for his professionalism, has 


"basically had his hands tied" by Mar- 
cos. In a recent letter to the chairman of 
the house subcommittee on Asia, a top 
Pentagon official admitted that mea- 
sures adopted so far have “not produced 
significant reforms.” 

A major concern of both the admin- 
istration and congress is that the up- 
coming scheduled 1986 local elections 
and 1987 presidential elections be at 
least as fair as those held last year. But 
US officials say that the appointment of 
Victorino Savellano, from  Marcos' 
home province of Ilocos Norte, as head 
of the the nine-member election com- 
mission is a bad sign. 

US officials see two crucial indi- 
cators of the effectiveness of their policy 
to be the fate of Gen. Ver and the 1986 
elections. Officials say that if Ver is 
reinstated it is likely that congress may 
cut off all military aid to the Philippines. 
The House of Representatives on 11 
July passed a foreign aid bill which cuts 
Reagan's request for US$100 million in 
military aid for the 1986 fiscal year to 
US$25 million, and adds US$60 million 
from the military request to economic 
support funds (ESF). The Senate ap- 
proved the entire military aid request, 
and the differences have to be worked 
out in House-Senate conference. 

Sources say that the Pentagon has 
advocated using some of the additional 
ESF for "civic action" programmes such 
as road-building and other projects as 
part of the counter-insurgency cam- 

aign to win "hearts and minds," but so 
ar the State Department has opposed 
such ideas. 


A s to congressional wariness are 
recent reports in the US press that 
the US Justice Department is investi- 
gating a US$35 million contract to a 

alifornia-registered firm with Filipino 
shareholders to determine if it properly 
used US foreign military sales (FMS) 
credits which were to fund a microwave 
military communications system for 
Mindanao. A grand jury is investigating 
the matter and other cases involving 
FMS credits to the Philippines. 

The flow of US aid to the Philippines 
continues unabated. Aside from U8$260 
million in economic and military aid for 
the 1986 fiscal year, through other 
mechanisms — such as the Export-Im- 

rt Bank (US$1.3 billion outstanding 
oans and guarantees) and Commodity 
Credit Corporation (CCC) credits of 
about US$200 million a year — the US is 
playing a major role in keeping the 

hilippines economy afloat. 

A recently released paper on the 
Philippines by the Heritage Foundation 
foreshadows growing moderate op- 
positionists such as Salvador Laurel and 
Eva Kalaw — whom the administration 
has cultivated — are anti-US bases, and 
that the ascendency to power of such 
political forces, “would impair seriously 
US interests in the Philippines and 
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Southeast Asia." The paper argues that, 
"among the forces contributing to stable 
change the general staff of the armed 
forces is the most important." This 
"Marcos or the communists” logic 
evokes images of Iran and Nicaragua in 
an effort to push US policy to back the 
status quo, by a think-tank with very 
close ties to key White House officials. 

Reagan may soon face a similar di- 
lemma to that faced by president Jimmy 
Carter in 1978 with the Shah of Iran — 
how to modulate pressure on a US client 
to bring about gradual change. 

One well-placed congressional source 
said that at senior levels in the for- 
eign policy bureaucracy, US officials 
are prepared to call Marcos' bluff if sub- 
stantial reforms are not forthcoming, 
but added that at the top political levels, 
what the White House would do in a 
crunch situation was unclear. Pentagon 
officials are already actively exploring 
fallback positions — moving US mili- 
tary facilities to Guam, Saipan, Tinian 
and other areas in the Pacific if the US 
is ejected from the Philippines. Most 
officials hope things will not come to 
that. Nonetheless, a US official con- 
ceded: “If present trends continue, we'll 
have to make some hard decisions in a 
few months." 


» Jose Galang writes from Manila: Pre- 
sident Marcos has ordered an inves- 
tigation into a US press report of invest- 
ments overseas made by some promi- 
nent Filipinos, including several gov- 
ernment and business personalities with 
known ties to him (REVIEW, 18 July). 
The announcement did not, however, 
stop criticism over the alleged invest- 
ments, reportedly made over the past 10 
years when the local economy was going 
through various difficulties. 

Marcos also instructed that the in- 
vestigation include "private individuals 
who made investments in violation of 
central bank foreign-exchange regula- 
tions." That was generally believed to 
include critics of the government. 

Already, a former member of the 
Marcos cabinet, Francisco Tatad (infor- 
mation minister in the early years of 
martial law declared in 1972), has been 
accused in the government's special 
court for corruption cases with alleged 
anomalies during his tenure in govern- 
ment. Tatad, who writes a regular news- 
paper column, was among the first to 

ublicly comment critically on the al- 
eged overseas investments. 

While plans for demonstrations to 
denounce the overseas investments are 
being finalised, oppositionists continue 
to gather evidence against those named 
in the report, for presentation before 
the National Assembly when it opens a 
new regular session on 22 July. Some 
oppositionists are planning to seek the 
dismissal of these officials if it is proved 
that they failed to declare overseas in- 
vestments as part of their assets upon as- 
suming public office. 
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NEW ZEALAND " i; 
It's my party... 
exit Bob 


The fledgling NZP is 
suddenly put 'in recess' 


By David Barber in Wellington 

E ven New Zealand, the country which 
produced volatile Sir Robert Mul- 

doon, has seen few politicians like Bob 

Jones, the people's third choice for 

prime minister according to opinion 

polls. 

In the first week of July, Jones, best- 
selling author and millionaire property 
developer, announced out of the blue 
that his New Zealand Party (NZP), 
which he founded less than two vears 
ago, was going into recess for 18 months 
and he was going fishing. 

Having succeeded in its aim of oust- 
ing Muldoon's National Party govern- 
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ment a year ago, the NZP was now hurt- 
ing the current Labour administration, 
said Jones, the party's first and only 
leader. The party, though winning a 
substantial 12% of the vote and hurting 
the National Party, failed to win a seat. 
The day after he bowed out to go trout 
fishing at his central North Islánd hide- 
away Jones, a former universities boxing 
champion and TV ringside boxing com- 
mentator, was exercising his pugilistic 
skills on reporters and cameramen who, 
he said, invaded his privacy. 

“I laid out five of them,” he boasted 
to the Dominion newspaper. “I felt like 
a hunted animal.” 

TV viewers saw the results — a re- 
porter with a broken nose and a blood- 
spattered face — after his employer had 
hired a helicopter to find Jones — fly- 
fishing, waist-deep in waders in the 
Turangi River. 

While this drama was going on, the 
Jones’ party, as it came to be known, 
was in chaos. Deputy leader Janie 
Pearce and other former colleagues 
were vowing there would be no recess 
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and that the party was alive and well. 
Amid talks that Jones and party presi- 
dent Malcolm McDonald, who joined 
him in announcing the recess, would be 


expelled, they said the party's annual | 
conference would be held on schedule | 


in Auckland on 2-4 August. 

“I don't believe they're capable of 
organising it," said Jones. "If this sham 
conference goes ahead, lll resign." 


The NZP was set up in August 1983 | 


with the principal aim of getting rid of 
Muldoon's government, which had held 
power since 1975. Jones, a former close 


| 
| 
| 
| 


frend of Muldoon, said the prime | 


minister had lost his way as leader of a 
rightwing, private enterprise alternative 
to socialism. Muldoon had subverted 
democratic traditions with an economic 
reign, of terror and deserted National 
Party principles, Jones said. 

Inside a year, the NZP was well or- 
ganised enough to field candidates for 
all 95 seats at the July 1984 election, and 
its 236,000 votes are generally consi- 
dered to have tipped the balance in 
Labour's favour in several vital seats. 

Jones, a witty if acerbic public 
speaker, has remained a major political 
ligure, drawing crowds wherever he 
speaks. The party has established itself 
às the third force in New Zealand poli- 
(ics, Consistently topping Social Credit 
(now renamed the New Zealand Demo- 
cratic Party), in opinion polls. 

In the Timaru by-election on 14 
June, which the government lost to Na- 
tional, the NZP increased its share of 
the vote from 8.1% a year ago to 
13.65%. 


t was this, coupled with a row over 
money, that precipitated last week's 
crisis. The Labour government was 
adopting all the NZP's economic 
policies, said Jones and McDonald. By 
attracting the anti-government vote, 
they had helped National win the seat. 
“Currently, we believe a change of 


government to be undesirable," said 
Jones. “While that attitude could 
change, we believe our continued pre- 
sence — particularly as our support is 


growing rapidly as reflected by both 
Timaru and the polls — will have an un- 
desirable electoral impact." 

Although Jones will not talk about fi- 
nances, he is thought to have provided 
at least NZ$1 million (US$470,000) of 
the NZ$2.5 million the party has spent 
Since its formation, There are sugges- 
tions that he is tired of spending his own 
money and resents the apparent reluc- 
tance of others to bear their share of the 
burden. 

Jones is a mercurial character, re- 
nowned for his moods and often short- 
lived enthusiasms. There is little doubt 
that the NZP will not survive without 
him if the break becomes complete. But 
he has proved that he can topple a gov- 
ernment and if he chooses to return to 
politics could again be a force to be rec- 


koned with. o 
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All Blacks blacked 


The High Court stops a South African rugby tour 


ew Zealand's Labour govern- 

ment spent 12 months from the 
time it was elected in July 1984 trying 
to dissuade rugby officials from send- 
ing the national team on a tour of 
South Africa. The tour, Prime Minis- 
ter David Lange said, would do seri- 
ous damage in several ways. It would 
harm the country’s reputation abroad 
by giving comfort to apartheid, divide 
multi-racial New Zealand and pro- 
voke a backlash against other New 
Zealand sportsmen. 

The government backed its pleas 
with a command to rugby officials to 
abandon the tour in the national in- 
terest, though it admitted it had no 
legal powers to stop the team by with- 
holding members' passports. But all 
government efforts failed. The New 
Zealand Rugby Football Union 


(NZRFU) decided on 17 April to 


— — ra 








 Anti-tour demo, 1981: memories are still fresh. 








send the team, known by their uni- 
form colour as the All Blacks, on the 
two-month tour. 

On 3 July, the team of 30 players 
was named. They were due to meet 
on 14 July prior to leaving the country 
on 17 July by Aerolineas Argentinas 
for South Africa, via Buenos Aires. 
The roundabout route was forced by 
Air New Zealand union boycott 
threats and the refusal of Australia to 
allow the team transit facilities. But 
on 13 July, in an unusual weekend sit- 
ting, a High Court judge foiled the 
plans: “The injunction," said Justice 
Maurice Casey, "is granted." 

It was only an interim injunction, 
forbidding the NZRFU from going 
ahead with the tour pending full High 
Court consideration of the case, but it 
was enough. On 15 July, the Rugby 
Union called off the tour, saving it 
was not possible to continue on sche- 
dule. It is considering arrangements 
for an alternative tour in case the in- 
junction is dropped later. 


The injunction was sought by two 
Auckland lawyers, Patrick Finningan 
and Philip Recordon, both members 
of local rugby clubs and former 
players. Their grounds were pertinent 
and ingenious. The decision to go on 
the tour was invalid, they argued, be- 
cause it breached the NZRFU's own 
constitution, which calls on it to pro- 
mote, foster and develop amateur 
rugby union. The tour, they said, was 


not in the best interests of rugby. 


Granting the injunction, Casey 


said: “The tour is contrary to a clear 
direction from the government be- 
cause of the harm it would do to the 


national interest, the unanimous re- 


solution of parliament and the spirit 
of the Gleneagles agreement to which 


this country is fully committed. There 
is also the risk of violence and 
bloodshed and even loss of life to 





some black Africans." The Glenea- 
gles accord was among Common- 
wealth-country governments which 
agreed not to participate in sport with 
South Africa. 

Casey found the council had not 
acted properly and in good faith. 
Most councillors had closed their 
minds to the effect their decision 
would have on rugby, he said. 

The High Courts substantive 
hearing on the case is continuing. 
Chief Justice Sir Ronald Davison 
threw it out once, on the NZRFU's 
application, but was overruled by the 
Court of Appeal. 

With memories of 1981 when 
South Africa's rugby team toured 
here still fresh, a majority of New 
Zealanders oppose the tour, opinion 
yes indicate. In 1981, about 275,000 

ew Zealanders took to the streets in 
protest. Police made baton charges 
on demonstrators for the first time in 
30 years and nearly 2,000 were ar- 
rested. — David Barber 
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SRI LANKA 


Back to square one 


Neither side is budging after peace talks 


By Manik de Silva in Colombo 


he first round of talks between the 

Sri Lanka Government and the 
Tamil separatists, which ended at Thim- 
phu, the capital of the Himalayan state 
of Bhutan on 13 July after six days of 
discussion, was predictably inconclu- 
Sive. However, the fact that the two 
sides have agreed to meet again on 12 
August indicated what one Tamil leader 
in Colombo said was “commitment to 
continue the process.” 

Diplomats in Colombo are con- 
vinced the communique was drafted 
with the mediatory assistance of India’s 
Foreign Secretary Romesh Bhandari, 
who was rushed to Thimphu by Indian 
Prime Minister Rajiv Gandhi, who has 
demonstrated a very real commitment 
to help resolve the problem. It carefully 
avoided words such as “ethnic conflict,” 
preferring to describe the bloody 
separatist war which has cost Sri Lanka 
hugely both in human and economic 
terms as a “political and constitutional 

roblem.” 

While the Tamils made no secret of 
their perception that no progress had 
been made in resolving the major is- 
sues, Colombo was much more re- 
strained, preferring not to go beyond 
the official communique. 

Arranging the imphu meeting, 
which despite a media label of “secret 
talks” was anything but that, was a 
major triumph for Gandhi and Indian 
diplomacy and a clear indication that 
New Delhi wields considerable influ- 
ence over the five guerilla groups which 
attended the conference. While the 
Tamil United Liberation Front 
(TULF), the major Tamil political party 
in Sri Lanka, was a willing partici- 
pant at the negotiations, the majority 
of the rebel groups, by their own admis- 
sion, attended because of Indian pres- 


re. 

Colombo has not made a secret of 
the fact that the proposals presented 
were basically those that had been pub- 
lished as the consensus of a national po- 
litical round-table conference which 
laboured throughout 1984 to devise an 
acceptable political solution to the differ- 
ences between Sri Lanka's majority 
Sinhalese and minority Tamils. The 
TULF — under pressure, according to 
most observers, kom the guerillas who 
escalated their armed struggle last 
year — rejected this formula totally, 
though President Junius Jayewardene 
was showing a willingness to fight for 
it despite opposition from hardline 
Sinhalese opinion and the Buddhist 
clergy. 

As the Colombo communique spell- 


ed it out, the Sri Lanka delegation, 
which was led by Hector Jayewardene, 
the presidents lawyer brother, had 
explained in detail the government's 
proposals for the devolution of power at 
the intermediate and grassroots levels 
and the government structure which 
would be created to implement these 
proposals. 

A TULF delegate said that the pro- 
posals made at Thimphu did not have 
even "any cosmetic changes" from the 
earlier ones. 

The five rebel groups present at 
Thimphu were the major guerilla or- 
ganisations of nearly 35 militant 
separatist factions party to the 18 June 
ceasefire, arranged with Indian media- 
tion, that paved the way for the meet- 
ing. At the conference itself there was 
trading of accusations of ceasefire vio- 
lations, but diplomats said that there 
were hints that the guerillas would 
agree to extend the truce beyond the 
agreed 12-week period. This was 
another factor interpreted as a posi- 
tive achievement of the exchanges, 
made more complex by the lack of 
sophistication of the rebel delegates. 
Hector Jayewardene was quoted as de- 
scribing them as “polite but impossible 
negotiators.” 


he basic failure of the negotiations 

to come to grips with essentials was 
the refusal of the Tamil groups to put 
forward counter-proposals. Although it 
had been made very clear both by Sri 
Lanka and India that the Tamils’ de- 
mand for a separate state could not 
be considered, the TULF and rebel 
groups had we the concept of a 
"Tamil-speaking nation" including the 
Muslims of Sri Lanka and the plant- 
ation workers of recent Indian de- 
scent. 

According to TULF sources in Co- 
lombo, the "basic principles" that had 
emerged from the Tamil side at Thim- 
phu were demands for the recognition 
of the Tamils as a national minority, à 
Tamil homeland, the right of Tamil self- 
determination and the granting of 
citizenship to those plantation workers 
of Indian Tamil descent who are not yet 
citizens of Sri Lanka. 

The more moderate TULF leaders 
hope that Colombo's strategy at Thim- 
phu was to take up à first negotiating po- 
sition and that there is a possibility of a 
second position emerging at a later 
stage. Jayewardene himself had told his 
cabinet earlier this month that the talks 
would not be conclusive and that they 
were exploratory in nature. Oo 





HONGKONG 


Boat brides 
all at sea 


By Emily Lau in Hongkong 


he Hongkong Government has 

turned down repeated emotional ap- 

eals by 14 “China boat brides" to be al- 
owed to remain in the territory. Acting 
on the advice of the Executive Council, 
the government announced on 16 July it 
was standing by its decision to ask the 14 
women to leave voluntarily or face de- 
portation, 

The boat brides are Chinese nation- 
als who married Hongkong fishermen, 
enabling them to live here on their hus- 
bands’ boats though not on land. Since 
January, six brides have been repat- 
riated. The other 14 face repatriation 
because their husbands have stopped 
working as fishermen and have taken 
jobs on land, meaning the women have 
become illegal immigrants. 

Due to intense population pressure 
here, the Hongkong and Chinese gov- 
ernments have agreed that only around 
30,000 Chinese are allowed to settle in 
Hongkong permanently each year. The 
authorities fear that if they make an ex- 
ception for the 14 boat women, they 
may set a dangerous precedent. 

The government estimates there are 
more than 800 such women in boats in 
Hongkong, and a further 80,000 wives 
in China waiting for entry permits. 

Students groups, civic organisations 
and church leaders have appealed to the 
government on the brides' behalf. The 
community is split between sympathy 
for the women and their families and the 
fear of opening the floodgate to similar 
cases. As a concession, the government 
has promised to make representations 
to the Chinese Government to give the 
repatriated women priorities in getting 
one-way permits to come back. oO 
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Cutty Sark Scotch Whisky 


Distilled, blended and bottled in Scotland 





TR 
—ânn — 1 


x) . 
y 
vey vere 
dina n 
DODDS 
v "^Psa., 
— 
T 
Bi 


MSP DOP eee ee 


ie 


à 





When one is prepared for adversity, 
one can rest with true peace of mind. 


BankAmerica Travelers Cheques. 
World Money 


LERS CHEQUE _ 
42 Ole $35 saa 
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And one can rest 
easier at Hilton, 


America's Business 
Address®. 


Hilton has always represented 
the world standard for comfort and 
style. Now, at selected Hilton hotels 
and inns throughout the United States, 
you can also get 24-hour emergency 
refunds of vour BankAmerica Travelers 
Cheques should you happen to lose 
them. Convenience. Just one more 
reason that Hilton is America’s 
Business Address®. 
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With The Review 


When it comes to reaching Asia's frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
medium. Why? The answer is simply because 
the Review reaches the highest audience con- 
centration of heavy frequent independent busi- 
ness travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be alad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 
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TRAVELLER'S TALES 


€ LAST week I touched upon the dan- 
ers stemming from Japanese cross- 
rontier taciturnity and suggested that 
the causes welled from ancient cultural 
and historical springs, fed by the educa- 
tion system 

The "examination hell" certainly 
turns out students able to translate the 
written word, to parse a page of Shakes- 
peare, but incapable of putting a spoken 
sentence together (I uncomfortably re- 
call talking — very slowly, simply and 
distinctly — for about three-quarters of 
an hour to a group of Japanese high 
school students who had been studying 
English for years and realising with hor- 
ror when question time arrived that they 
hadn't understood a word of what I'd 
been blathering about). 

The teachers are bad and the kana 
syllabaries encourage inaccurate pro-* 
nunciation of foreign words. On top of 
all this, Japanese kids have to struggle 
against a cataract of wrong information 
fed to them from a variety of sources 

l've remarked before on the incom- 
prehensible rhymes and mottoes on 
children’s exercise books. John Roberts 
sent an “English lesson" towel design: 


th — — 
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TA XX MOUSE IS FEED 
k: i Y ON FRUITS 
73 — By 
B HIPPODOTANUS 





e ROBERTS sent that illustration in 
an envelope, also designed for kids with 
a rhyme rendered incomplete by a little 
drawing: 











The rhyme reads: 


Boats sail on the rivers, 

And ships sail on the seas 

But clouds that sail acr . . . 
. were empty like 
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. ry hole the sea come 

Till it could come no more. 

The Japanese juvenile who buys 
such stationery will never know why the 
sea could come no more. 
€ SIMILAR notepaper was used by 
Alan Murphy, to send more examples 
of Japlish. Decorated with drawings of 
Dumbo-like elephants, it featured the 
following jingle: 

Summer vacation is just around the 
conner. 

We are busy with this and that those 
days. 

Try hard now and enjoy comming va- 
cation. 

è APLANGENT note was struck by the 
packet containing a hamburger bought 
by Allan Murphy near Oyama station: 


A 
S Bur GE 


ALL NATUR 
WAS 
HULL OFLE 


€ MURPHY also bought a Salonton 
hair-brush, which the packet claims 
boasts special properties: 


INTERNATIONAL 
BRITISH INVENTOR 
GREAT PLEASURE FOR 
HAIRSTYLIST WHO DO 
GIVE PATORON PERFECT 
SATISFACTION AT SALON 


— dh etis 
AND Ut oRM orm —— 
TROUBLE 
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FY SMOOTHLY WITHOUT. 


€ SOMETIMES words seem to lose all 
meaning. Take this advertisement, 
—— in the Japan Times by Andrew 

att, which asked: Would vou like to 
lose weight painlessly by Dr Nishida 
Diet? claimed: “We can help you lose 
weight safely and painlessly in only two 
to Lnd months" (a fairly meaningless 
sentence) and went on blandly: Best of 
| all — it's FREE. Payment: $100. 

Another ad in the Japan Times on 
behalf of a “growing British company” 
wanted the services of a clerk/telex 
operator. It read: Excellent position for 
a bright person who wants to lean on the 
job. 

As Valerie Foley, who spotted it, 
comments, it looks as if the British trad- 





Dereh Davies 


ition of leaning on a shovel has been in- 
stitutionalised. 

€ COMMUNICATIONS barriers exist 
in less vital areas too. Take this 


Shinjuku salad bar, photographed by 
Michael Phelan: 





While there are also cannibalistic 

overtones to the instructions on how to 
cook Beef Mizutaki which Jager Ger- 
lings found on a menu in Kyoto's Miyako 
hotel: “It is cooked on the table in front 
of your eye. Guests indicate the pieces 
they prefer — they are then cooked, 
dipped in the cooling sauce and eaten,” 
e BOB Horiguchi sends a label from a 
pot of breakfast conserve, evidently 
made from a certain variety of oranges, 
which implies that Louis XV enjoyed 
some pretty sophisticated activity in his 
courtesan' s boudoir: 





€ A JAPANESE brand of toilet paper, 
purchased by John Johanssen: 





e FINALLY, Cuda Bibile writes from 
Sri Lanka with news of an advertise- 
ment by a Japanese company which 


wanted to purchase *academical" speci- 
mens of Sri Lankan insects — but- 
terflies, beetles, grasshoppers etc. 

The company's name is Japan Fancy 
Art Inc. It has shortened this title to 
make a somewhat unfortunate cable ad- 


dress: 


| Cable: 'JAPFAART', NAGOYA | 
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MALAYSIA 


The more, the merrier 


The government wants bigger families to spur the economy 


By Suhaini Aznam in Kuala Lumpur 
Bu songs, a Radio Malaysia 

announcer recently asked where a 
popular entertainer had disappeared to. 
"To fulfill the prime minister's aspira- 
tions,” came the cute rejoinder. The 
banter centred around Malaysia’s un- 
conventional population policy, which 
advocates a five-child family instead of 
the present trend of two or three. 

The aim of the policy ts to achieve a 
population of 70 million by the year 
2100. The target population was first 
mooted by Prime Minister Datuk Seri 
Mahathir Mohamad in November 1982, 
with the time frame tagged on in early 
1984. 

In 1984 Malaysia made headlines in 
developing countries when it opted tem- 
porarily to. encourage population 
growth rather than curb it. Locally, the 
government decision drew strident op- 
position. Now, without fanfare, Malay- 
Sia’s unconventional population policy 
is in full swing. 

If carried through the policy would 
mean that Malaysia's population, now 
about 15 million, will multiply five-fold 
in little more than a century. To realise 
this target, the government would like 
to see the present annual population 
growth rate of 2.3% initially raised to 
3.2%, tapering off to zero growth 
around 2100, 

Planners who applaud the policy say 
they can now plan fer the future in terms 
of infrastructure and resource develop- 
ment and allocation with a set popula- 
tion target in mind. One stressed that 
the policy is not pro-natalist but still an 
anti-natalist policy, only in a milder 
form. 

Mahathir's rationale was that Malay- 
sia needs a domestic market large 
enough to support its future industries 
in the face of an increasingly protec- 
tionist world market. The country's 
most recent industrial project is the 
manufacture of its own passenger car — 
the Proton Saga. The project’ was offi- 
cially lsusched'on 9 July. 

Announcing the 70-million popula- 
tion target to parliament when he pre- 
sented the mid-term review. of. the 
Fourth Malaysia Plan in April 1984, 
Mahathir compared the country's land 
mass of 334,000 km? and its population 
then of 14.8 million to countries of com- 
parable size — Britain, with 245,000 
km? and 55 million people, and the 
Philippines, with 300,000 km? and 45 
million people — and found. Malaysia 
wanting. 

While acknowledging that large 
populations would not guarantee pros- 
perity, he felt that “a small population 
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could give rise to many problems. 
Among others, the domestic market 
would be [too] small to support mass- 
consumption industries.” 

Mahathir would like to see Malaysia 
emulate the success of Japan — a high 
density country with a domestic market 
capable of sustaining its economy. The 
prime minister's caution, given on sev- 
eral occasions, that the success of an en- 
larged population was conditional upon 
acquiring “good work habits, diligence 
and self-discipline,” fell in line with his 
“look-east” theme and supported local 
critics’ suspicions that the development 
of these traits was yet another step in 
patterning Malaysia’s future on the Ja- 
panese model. 

Not surprisingly the proposal en- 
countered reactions ranging from skep- 


1957-60 3,976.9 2,667.4 699.4 
53.18% 35.67% EEE. 





5,844.5 3,564.4 943.4 87.0 | 10,439.4 
55.99% 34.14% EEDTESE 0.83% 100% 
1980 8,059.5 1,176.7 94.4 | 13,745.2 
58.64% elk me 0.68% 100% 
1985 9,259.8 EZY 101.9 
59.55% 8.5% 0.65% 100% 


Note: These figures are based on data taken from the 1980 census and the 
mid-term review of the Fourth Malaysia Plan, However, the first 








set of figures, for 1957-60. 


ticism to outright opposition. Skeptics 
pointed to what they considered the 
country’s inadequate health-care facil- 
ities — Malaysia has only 2.36 govern- 
ment hospital beds per 1,000 popula- 
tion and only one doctor for every 3,517 
persons; crowded classrooms, with 
schools conducting. morning and after- 
noon sessions for lack of buildings, and 
the spiralling cost of urban housing, and 
they asked how the government in- 
tended to cater to five times the present 
demand on the country's resources in 
just more than a century. 


n 1984 the Consumers Association of 

Penang noted that 35% of Malaysian 
homes did not have piped water and 
more than half were not equipped with 
proper sanitation facilities. One-third of 
all Malaysian children were mal- 
nourished, it said, and Malaysia im- 
ported M$2 billion (US$800 million) 
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"worth of food each year. Meanwhile, fu- 


ture food production is threatened by 
the preference of rural youth for the 
cities and for the much higher paying 
urban jobs. 

Nevertheless, proponents of the 70- 
million population plan argue that 
necessity would inspire advances in sci- 
ence to support a larger population. In a 
similar vein, Mahathir feels that the 
country cannot afford to wait to eradi- 
cate poverty compon before making 
long-term plans for rapid industrialisa- 
tion. 

Some social scientists, however, 
argue that the New Economic Policy — 
Malaysia's guiding principle for the 
eradication of poverty and the redis- 
tribution of wealth — would be best 
achieved with a small population and a 
sufficiently large economic pie. Other 
critics, both men and women, objected 
to perceived state interference in the 
personal decision of whether to have 
children and how many. Their indigna- 
tion was particularly heated in 1984 fol- 
lowing Singapore Prime Minister Lee 
Kuan Yew's urging graduate women to 
have more children, a suggestion which 


RACIAL COMPOSITION 


Yo change in Peninsular Malaysia) 





1970 1980 


[ ]Matays []chinese (indians 





REVIEWDIAGRAM by Andy Tang 


also raised a ruckus in the neighbouring 
island state. 

Mahathir’s proposal placed Malaysia 
in rather exclusive company. In 1981 
only 10 of 128 countries surveyed view- 
ed their population growth rates as too 
low, noted a University of Malaya de- 
mographer. 

The government's stance puzzled 
observers at home and abroad. In Ma- 
laysia, where politics often pivots 
around questions of race, observers sus- 
pected the policy was aimed at improv- 
ing the ethnic balance in favour of the 
“bumiputra” — indigenous “sons of the 
soil” — most of whom are. ethnic 
Malays. 

However, the evidence belies these 
fears. The birth rate among ethnic 
Malay women is already higher than 
among Chinese and Indians, the two 
other large ethnic groups. And Malay 
women also tend to marry at a younger 
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age than their Chinese and Indian coun- 
terparts, accounting for a slight edging 
up in the proportion of Malays in the 
country. 

Although crude birth rate dropped 
for all three groups between 1957 and 
1970, the drop was most marked among 
Chinese and Indians, at 4% annually 
compared with only 1% among Malays, 
a trend sustained between 1970 and 
1980. 

In addition, of the three racial 
groups, Malay women have indicated a 
preference for larger families — 57% 
want five or more children, compared 
with 40% Chinese and only 6.3% Indian 
women who do. Although desired fami- 
ly size does not always translate into 
practice, it does provide a clue to each 
group's anticipated receptivity to the 
population plan. 

Add to this the influence of Islam's 
opposition to contraception and abor- 
tion on Malay fertility patterns — inhib- 
itions not affecting to the same degree 
non-Muslim Chinese and Indians — and 
it becomes evident that the population 
policy should find ready acceptance 
among Malays. 

Several officials in the Malay-domi- 
nated government and some among the 
country’s urban Malay elite privately 
concede having reservations about the 
policy. Since shrinking family size is 
partly due to delayed marriages among 
urban women of all races, they say, any 
increase in Malay births would probably 
be a rural phenomenon — among the 
very group which can least afford more 
children and would be least likely to 
make up the desired consumer base in- 
tended to support Malaysia’s future in- 
dustries. 


U rban Malays, logically a better tar- 
get for the new policy, are already 
drifting closer to their Chinese and In- 
dian counterparts in opting for smaller 
families. Growing numbers of Malay 
women graduates are postponing mar- 
riage and limiting their families to three 
children or less. 

To woo educated, urban women, the 
government introduced marginal tax 
breaks in the 1984 budget to encourage 
couples to have five children. Child re- 
lief was raised by M$200, M$300 and 
M$400 respectively for the third, fourth 
and fifth child respectively, while it was 
reduced by M$150 for the first child and 
increased by only M$50 for the second 
child. 

On 1 June 1984, paid maternity leave 
for women in public service was 
broadened to apply to five pregnancies, 
rather than the previous three under the 
Employment (Amendment) Act 1984. 
And by 1 March 1985, women in public 
service were given maternity allowances 
for their fourth and fifth child as well as 
the first three. Women in the private 
sector also became eligible for mater- 
nity allowances, paid by their employers 
under government regulation, for the 
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Sabah and Sarawak: 


Pre 


targets for migration 


D emographers in Malaysia say that 
transmigration is the logical up- 
shot if Malaysia is to "n its de- 
sired 2100 population of 70 million — 
a move which would involve shifting 
people from the crowded peninsula to 
the less populous Kalimantan island 
states of Sabah and Sarawak. In 1980 
Peninsular Malaysia held 11.5 million 
people while Sabah and Sarawak, 
which together boasts one and a half 
times the peninsular land mass, had 
only 2.3 million. 

But Sabah and Sarawak would 
not welcome an influx of better- 
skilled workers from the peninsula 
to compete for jobs at the early 
stages of their economic takeoff. 
Even now, antagonism runs high in 
Sabah towards Peninsular Malaysians 
holding senior positions in govern- 
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Sarawak village industry: n 


ment or opening lucrative businesses. 

Moreover, the drift to Sabah and 
Sarawak cannot continue  indefi- 
nitely. Annual pulation growth 
rates in Sabah and Sarawak are higher 
at 3.8% and 2.4%, respectively, than 
the peninsula's 2.2% rate. If present 

rowth patterns continue, differences 
in the population density between the 
two areas will narrow and in time 
reach equilibrium. 

Meanwhile, rural-rural and rural- 
urban migration are also com- 
monplace on the peninsula. The 
former is a movement from tradi- 
tional padi farms and rubber small- 
holdings to one of several govern- 
ment  land-resettlement schemes: 
Ketengah in Trengganu, Kesedar in 
Kelantan and Kejora in Johore are all 
poseeres state land projects. At the 
ederal level, numerous Federal Land 


Development Authority land re- 
habilitation schemes draw farmers 
from decaying village economies to 
open rubber or oil-palm estates. 

Simultaneously, classic rural- 
urban migration is manifested in an 
exodus of village youth to the fac- 
tories of the free-trade zones, or to 
construction jobs and service related 
jobs in the cities. What they all hope 
to leave behind is poverty — a mar- 
kedly rural phenomenon, with 41.6% 
of the rural population living below 
the national poverty level of M$384 
(US$156) per month for a five- 
member family, albeit with expenses 
somewhat offset by home-grown 
food. 

Malaysia has seen a marked ur- 
banising trend, with 4.5 million of the 
population living in urban centres in 


welcome for better-skilled workers. 





1980, as opposed to only 2.8 million in 
1970. The annual urban growth rate 
was 4.7% in the intervening decade, 
whereas population grew at only 
1.2% annually in the rural areas. 
Over the past few vears, the gov- 
ernment has tried to disperse urban 
immigrants away from the older 
urban centres on the west coast of 
Peninsular Malaysia to the less popu- 
lated east coast and to Sabah and 
Sarawak. And on 25 June, Minister of 
rta 8 and Local Government. 
Datuk Neo Yee Pan announced a 
blueprint for urban population distri- 
bution which would cater to the 70 
million Malaysians of the next cen- 
tury. But these efforts will only divert 
the migrant flow, not halt it. Like 
other developing countries, Malaysia 
is not exempted from the urban drift. 
— Suhaini Aznam 
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first four children rather than for the 
first two. However, many working 
women have found that the incentives 
are not sufficient to make them want 
more children. 

| Malaysian women see the popula- 
tion policy as a threat to what little pro- 
gress they may be able to make in the 
workforce and in education. Although 
42.2% of Malaysian women between 
the ages 15 and 64 were working in Ma- 
laysia in 1980, only 0.4% were employ- 
ed in administrative and managerial po- 
sitions. Most worked in lower paying 
jobs — in the clerical service or agricul- 
tural sector. 

A Labour Ministry survey of 14 man- 
ufacturing industries indicated that 
89.7% of female employees earned be- 
tween M$150 and M$374 a month, 
whereas only 29.7% of male employees 
earned as little. Conversely, none of the 
women surveyed earned more than 
M$1,500, compared with 14% of the 
men who did. 

In educatiog, several men who have 
sat on university admissions and 
scholarship boards have privately con- 
ceded to awarding places or scholar- 
ships to “the traditional breadwinner” 
whenever male-female qualifications 
are not significantly disparate. 

Thus Primary Industries Minister 
Datin Paduka Rafidah Aziz, the only 
woman holding full ministerial rank in a 
24-member cabinet, drew flak earlier 
this year when she suggested that 
women marry slightly earlier, at age 19 
or 20, instead of waiting until after they 
were 21. 


1 Nes population policy threatens to be- 
come a particularly heavy burden on 
Malaysia’s resources because of the 
country’s age structure. Malaysia has a 
very young population, with a depen- 
dency ratio of 76 per 100 working-age 
population. With the new policy, the 
dependency ratio will increase and 
Stretch the country’s capabilities even 
further, some demographers have 
suggested. 

Nevertheless, the policy looks set to 
stay. In rural areas, field officers of the 
newly named National Population and 
Family Development Board are teach- 
ing Couples to space out their children as 
opposed to strictly limiting the num- 
bers. Very pointedly, the ' board 
changed its name in 1984 from the origi- 
inal National Family Planning Board — 
a title associated with curbing growth. 

The policy aims to decelerate the 
drop in fertility rate from the present 
0.3-0.4 points to 0.1 points every five 
years. In that way, Malaysia will 
stabilise its fertility rate at 2.05, the re- 
placement level of zero growth, in the 
year 2070, instead of prematurely in 
2030. For to continue at the present de- 
creasing growth rate would mean a total 
yea of only 39 million people in 

150, not the 70 million targeted for 
2100. Oo 
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Wanted: A government 
confidence in Hongkong 


he Hongkong Government has 

painted itself into yet another no- 
win corner. Having mistakenly allowed 
a group of fishermen's wives to come to 
Hongkong as long as they lived on 
board their husbands' boats, now their 
husbands have jobs on land, the govern- 
ment proposes to part them from their 
families and ship them back to China. If 
the authorities had given in, they would 
have appeared weak. As they did not, 
they appear to be heartless bureaucrats, 
advised by an equally inhuman elite 
group of Unofficials. 

The government's performance over 
recent months has been lamentable. 
Seemingly leaderless and rudderless, it 
has responded to the challenge of the fu- 
ture with a lack of courage and imagina- 
tion compounded by a long series of 

ross errors of judgment which have 
orfeited it much of the trust and good- 
will with which it emerged from the long 
slog of the Sino-British negotiations 
about Hongkong's future, leading to the 
triumphant initialling of an agreement 
last September. 

Most disastrously, the government is 
not determinedly and independently 
using the transitional period until 1997 
to build up a strong, free, self-governing 
community. It is edging forward cauti- 
ously with measures which it adjudges 
acceptable to China. Attorney General 
Michael Thomas has said as much, as 
has new Chief Secretary Sir David 
Akers-Jones, who — incredibly enough 
— has repeatedly stated that Hong- 
kong's future system must be compati- 
ble, must “co-exist harmoniously” with 
that of China. Instead of leading, the 
government is second-guessing Peking’s 
intentions, while China's representa- 
tives in Hongkong studiously avoid 
either indicating their wishes or giving 
any appearance of interfering in the 
process. It would be difficult to imagine 
any situation more damaging to Hong- 
kong's self-confidence. 

if the Hongkong Government was 
capable of making an objective assess- 
ment of its performance over recent 
years, it would get down on its collective 
knees and thank the heavens for giving 
it the people of Hongkong to adminis- 
ter. Of course, the senior bureaucrats 
often pay platitudinous tribute to the 
hard work (and, patronisihgly enough, 
to the manual dexterity) of Hongkong's 
workforce, but they rarely praise the 
people of Hongkong for their outstand- 
ing virtues of patience and political 
sagacity,.for their common sense and 
law-abiding ways. | 

Many of Hongkong's present prob- 


lems — including the necessary rush to 
set up a city run by Hongkong people — 
stem from the unforgivable fact that its 
government is still largely white-faced: 
of the 60-odd government departments, 
more than 50 are still headed by expat- 
riates and of the 17 policy-branch senior 
secretaries, only four are Chinese. 

In their heart of hearts, many of 
these senior colonial officials retain the 
mental attitudes of district officers, con- 
vinced that they have brought both 
order and progress to a native people 
and are thus chiefly responsible for the 
unique social and economic miracle that 
is Hongkong today. Insofar as any of 
them are conscious of what happens 
outside Hongkong's narrow shores, 
they quietly congratulate themselves on 
how well their performance compares 
with other Asian governments — and 
with that of Britain, come to that. 

The bureaucrats rarely show any sign 
that they have paused to think how for- 


€ As the Chinese in China’ 
proper increasingly pursue 
materialistic pleasures, so the 


Hongkong Government 
appears to wish to impose an 
almost Maoist austerity. ? 





tunate they have been, to realise how 
few other communities would have got 
on with the day-to-day business of earn- 
ing a living in such relative calm while 
two parties — the governments of Bri- 
tain and China, neither of which in- 
spired their trust — tortuously decided 
their fate. Of course, there were spurts 
of panic: long queues outside visa sec- 
tions of consulates as funk capital 
flowed out and the Hongkong dollar de- 
clined in value against the US dollar by 
30% between 1982 and 1984. 


B: in retrospect, the massive pati- 
ence and common sense demonstrat- 
ed by the huge majority of people dur- 
ing this testing period was astonishing 
— more so because a large proportion 
had chosen to live in Hongkong simply 
to avoid living under the rule of the Chi- 
nese Communist Party, while most fami- 
lies had relatives inside China who had 
suffered under the madness of Maoism. 
Although Hongkong's civil servants 
failed to count it among their blessings, 
this had created a largely apolitical com- 
munity. The people were reasonabl 
content to live under a foreign-devil ad- 
ministration because the politics of 
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China had presented them with a harsh 
choice between Peking and the 
Kuomintang — to which the majority 
had responded: “A plague on both your 
houses." Many senior government offi- 
cials equated the resultant calm with 
apathy, and concluded that, as the 
negotiations proceeded, the masses 
were shrugging before the inevitable. 

They were swiftly proved wrong 
when the joint agreement was published 
and the government printers had to 
work round the clock producing mil- 
lions of copies to satisfy the long queues 
which formed, though the full text was 

rinted in most Chinese and English 
anguage newspapers. 

Since then any deceptive appearance 
of passivity has disappeared; growing 
sections of the community are demon- 
strating that they have realised the enor- 
mity of their achievement. They have 
built a city-state, a modern Venice, à 
mercantile and financial nexus for the 
Pacific region. It must be preserved. 
Faced with a challenge of these propor- 
tions, one might have expected the 
Hongkong Government to build on its 
greatest resource, its people. Instead, 
the colonial administrators have shown 
every sign of nursing a deep mistrust of 
the community. 

In the past, while admittedly unable 
— because of China's mistrust — to pro- 
gress far along the road to democracy, 
Hongkong has, politically and adminis- 
tratively, remained set in 19th-century 
amber. The snail-like pace of the locali- 
sation of the civil service and the pance 
has discouraged talent and ambition 
and.denied them the services of the 
brightest and best, while the people 
have been denied all but the most mean- 
ingless say in the running of their city. 

The powers and responsibilities of 
the few bodies which are elected or par- 
tially elected (the Urban Council and 
the district boards) have been strictly li- 
mited to such matters as re-_ 
fuse collection, slaughter- 
houses, leisure and culture. 
When it was belatedly 
decided that the in- £z 
creasingly populous ™ 
New Territories should be given its own 
council, the government chose not to 
utilise the considerable experience built 
up by the Urban Council and expand its 
responsibilities — territorywide; — that 
would. have created too powerful a 
power centre. Instead, à more expen- 
sive, duplication policy of divide-and- 
conquer was adopted with the creation 
of a Regional Council, which will proba- 
bly initurn fall under the domination of 
the traditional rural leaders of the 
Heung Yee Kuk. 

The government's evident contempt 
for elected bodies understandably led to 
the majority of those qualified to vote 
not bothering to register, and to tiny 
minorities of those who had registered 
bothering to vote when election day 
rolled round. This in turn led to farcical 
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attempts b government spokesmen to 
represent a 25% turn-out of registered 
voters as a triumph of participatory 
democracy — a pattern being repeated 
today in the run-up to the Legislative 
Council elections in September. 






ere again, muttering that undue 
haste in achieving representational 
rule would be dangerous, the government 
demonstrates its continuing mistrust of 
the populist vote. The new Legislative 
Council will be made up of 12 members 
elected by electoral colleges con- 
structed from district board groupings 
and the two regional councils, 12 *func- 
tional members" elected by special in- 
terest groups, 12 members appointed by 
the government and 10 civil servants. 
This body, the government evidently 
hopes, will prove to be as amenable to 
bureaucratic direction as is the present 
council. But indirect elections, via elec- 
toral colleges and functional groups 
creates a system tailor-made for the 
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worst type of candidate: 
the ambitious, power-hun- 
gry and politically unprin- 
cipled candidate — man or 
woman — who is unwilling to 
risk a face-damaging defeat in direct, 
open elections. Such elections are both 
desirable and inevitable, but now Hong- 
kong will have to wait at least until 1988 
for them. 

What does a government do, faced 
with the challenge of creating a society 
which, in 1997, must become a Special 
Administrative Region of the People’s 
Republic as a self-governing, going con- 
cern, incorporating all the rights and 
freedoms and the degree of autonomy 
spelt out inthe joint agreement? Surely, 
that government must first set about 
reinforcing the existing freedoms, set- 
ting into concrete the human rights, the 
British legal system, the individual's 
protection against a privileged elite, 
freedom of the press and of speech and 
so on, But no. The Hongkong Govern- 
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Reporters and Akers-Jones: district officer attitudes. 


ment has chosen to do just the opposite. 

After ritual burnings of books à la 
Nazi Germany, it proposed an objec- 
tionable publications tribunal ostensi- 
bly aimed against hard-core pornog- 
raphy but which, given its title, could be 
easily used by any future government to 
ban any publication deemed objection- 
able. The decisions of the appointed tri- 
bunal (a mechanism instituted in New 
Zealand 20 years ago — symptomatic of 
the lack of official imagination being 
brought to bear on the unique challenge 

of Hongkong's future) were to be bind- 
ing on courts of law. 

The government also cobbled to- 
ether from laws and ordinances from à 
ar-flung variety of former British de- 

pendencies a Powers and Privileges Bill, 
since enacted into law after much 
amending due to a public outcry, which 
would have made it a criminal act to 
criticise the Legislative Council. In ad- 
dition, it has proposed to abolish the 
jury svstem for complicated commer- 
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cial-crime cases. And now the govern- 
ment is protesting that it had nothing to 
do with a mysterious group, mostly 
composed of lawyers and media pro- 
prietors, which has appointed itself to 
set up a media council. 


M eanwhile, the police — those agents 
of government with whom mem- 
bers of the public come most often in 
contact — continue to exercise their 
considerable powers with arbitrary un- 
concern for justice or fairness. These 
powers are frightening when imple- 
mented by petty mandarins. 

The authority to enter premises 
without a warrant to search for illegal 
immigrants are used for other purposes. 
Powers to demand a satisfactory expla- 
nation of a loiterer are used to charge 
suspects with other crimes, their right to 
remain silent having been violated. 
While under British law a driver may 

ark his car anywhere not expressly for- 
idden (otherwise obstruction or some 
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other offence must be proved), in 
Hongkong the police have quietly ac- 
quired the power to fine the owner of 
any car parked in a non-designated 
area, a piece of minor tyranny exploited 
with abandon. 

Now the police want new powers: to 
interview witnesses under oath (to pre- 
vent later retractions in court); to pre- 
vent witnesses leaving Hongkong be- 
fore inquiries into a case end, and to 
freeze the assets of criminals. Ever since 
this self-styled paramilitary, disciplined 
force successfully mutinied against the 
anti-corruption drive, it has been a law 
unto itself. Now a special working party 
has had to be formed to accelerate the 
localisation of the officer force, the 
police commissioner having defied offi- 
cial guidelines. 

ongkong's colonial rulers simply 
must begin to think politically. What 
constitutes Hongkong's greatest suc- 
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cess, the foundation on which a stable 
and prosperous future must be built? It 
has been the creation of an increasingly 
widely shared wealth. The colonial au- 
thority no longer rules over a communi- 
ty of refugee peasants from Guangdong 

rovince, though its administrative of- 
icers cling to the "gifted amateur" 
theory, moving between the top jobs in 
transport, information, housing, the 
New Territories or the Central Sec- 
retariat with superficial ease, blithely ig- 
noring their 300-odd advisory commit- 
tees whenever it suits their book. 


TZ primary political fact of Hongkong 
today is its prosperous, educated, 
middle-class — many of whose children 
have returned after education abroad. 
Almost 50% of the community lives in 
overcrowded, government-subsidised 
flats and most of rest live in equally 
packed rented accommodation. 





No more free lunch 


The government cuts bureaucratic red tape — and subsidies 


By Paul Quinn-Judge in Bangkok 


GG pe and "extraordinary" eco- 

nomic changes announced by the 
eighth plenum of the Vietnamese Com- 
munist Party central committee mark 
the beginning of a new phase in the 
overhaul of the country’s economy, 
planning and management. 

The age of economic planning by 
"administrative order" is over, the 
plenum announced after its 10-17 June 
Session. Bureaucratic centralism in 
planning is to be eliminated, it said in a 
communique, and "financial  au- 
tonomy" encouraged. All government 
concerns are to be responsible for their 
own profits and losses, with all “sub- 
sidies for irrational losses" to govern- 
ment enterprises to end. 

And in a piece of news that will glad- 
den the hearts of the IMF, the plenum 
announced the end of the enormous 
food subsidies given to state employees. 
The new policies, the communique said, 
represent *a turning point of decisive 
significance." 

The changes are much more than 
simple economic readjustment. They 
are another sign that that the country's 
present leaders — particularly Le Duan 
— are trying to clear up economic and 
political problems before they hand 
over power to a new generation: 

The leadership has already indicated 
its intention to try to solve two major ex- 
ternal problems by 1987. Last March 
the Vietnamese told Australian Foreign 
Minister Bill Hayden of their desire to 
settle the Cambodia issue over the 
next two years. Then, last week, Hanoi 
expressed the hope that the issue of US 


servicemen missing in action during 
the Vietnam War could also be settled 
over the next two years. The burst of 
energy on the economic front indi- 
cates that the leadership also hopes 
to clear up its major internal problem, 
the economy. 

The timetable for these changes is 
probably slightly shorter. Supporters of 
the new policies would obviously like to 
see them firmly established by the next 
party congress which, according to 
party by-laws, is due in the first part of 
1986. 

The lastest changes fall firmly within 
the framework of the economic policies 
first broached at the sixth party plenum 
in September 1979. (The final com- 
munique of the latest plenum, referred 
back to the 1979 meeting.) The sixth 
plenum policies met with vigorous op- 
position from their inception and appa- 
rently continue to draw flak from some 
quarters. The eighth plenum's final 
communique noted that the discussions 
had achieved "high unanimity." In the 
topsy turvy world of party jargon, this 
could mean there was a significant de- 
gree of opposition or doubt about the 
new measures. 


Ny seals official army newspaper, 
Quan Doi Nhan Dan, was con- 
siderably more restrained than the party 
newspaper, Nhan Dan, in its coverage 
of the plenum. Quan Doi Nhan Dan de- 
voted more attention to party building 
and military training. Top military lead- 
ers, including Defence Minister Van 
Tien Dung, have in the past been scepti- 








How can this middle-class enjoy the 
fruits of its labours? Traditionally by 
eating better. But thereafter come the 
bourgeois priorities of the better life — 
leisure activities, a family car, a small 
boat or a share in a bigger one, a holiday 
abroad. Evidently such materialist aims 
are not in accordance with government 

olicy which is evidently geared to pric- 
ing such activities and acquisitions out 
of their reach. As the Chinese in China 
proper increasingly pursue materialistic 
pleasures, so the Hongkong Govern- 
ment appears to wish to impose an al- 
most Maoist austerity: it has become 
much more expensive to hire a tennis 
court or to visit a swimming pool, to buy 
soft drinks (a “luxury”) and cosmetics, 
to own a car or a boat or to board an air- 
craft via Kaitak Airport. Such plea- 
sures, the government is saying, should 
be reserved for the rich. 

Not only has the government for- 
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Dung: wary of economic policies. "~" SPRAGENS. JF 





cal about the value of the new, so-called 
pragmatic economic policies. 

But the reforms have backing at the 
very top of the party hierarchy. There 
scems little doubt that Le Duan himself 
is at least a firm supporter, and may well 
be the main initiator, of the present 
policies. Since April's IOth anniversary 
celebration of the communist victory in 
the Vietnam war, Le Duan's standing 
has been further strengthened. The offi- 
cial analysis of Hanoi’s victory over the 
South and its American allies appears 
to have elevated him from first among 
equals in the party hierarchy to some- 
thing akin to the late Vietnamese leader 
Ho Chi Minh's spiritual successor. It is 
probably no coincidence that the pre- 
sent policies were announced in the first 
plenum after the anniversary. 

Much of the justification of the new 
policies seems to bear Le Duan's stamp. 
The argument is couched in dialectical 
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feited much goodwill and trust, th 
Unofficial members of Umelco have 
lost their claim to represent the 
people which was won by their tenacity 
in confronting both London and Pe- 
king in the ultimately successful pur- 
suit of an equitable agreement. To- 
day, normally balanced and intelligent 
people are asking whether there was 
not a secret Sino-British understand- 
ing, now being implemented by the 
Hongkong Government, that London 
should hand over a docile and regi- 
mented community to China in 1997. 
Those more sympathetic see the gov- 
ernment as irrationally determined 
not to be dismissed as a lame-duck 
administration, desperately trying 
to impose its authority by high-handed 
measures. 

But at least the attorney general has 
helped to restore some semblance of hu- 
manity to Hongkong's image by debat- 


terms. This is, of course, not unusual for 
any Marxist, but Le Duan is perhaps the 
most consistent proponent of dialectical 
analysis. His landmark speech at last 
year's plenum, for example, was almost 
a lesson in dialectical analysis. 

‘In the past some Vietnamese leaders 
have advocated a direct approach to 
eliminating capitalism in Vietnam — 
simply abolish private trading. In 1978 
this was attempted in Ho Chi Minh City, 
formerly Saigon, and was a total failure. 
A Nhan Dan article on the new econo- 
mic policies published after the latest 
plenum enumerates some of the basic 
commodities which still escape govern- 
ment control. These include 40% of 
slaughtered pork and 70% of poultry, 
fruits and forestry by-products. 

Now the leadership seems to be ad- 
vocating a subtler, more dialectical, ap- 
proach. In essence it seems to be plan- 
ning to turn the techniques of capitalism 
against Vietnam's remaining capitalists. 
"[n order to control and — the 
free market, we must know how to use it 
and not subjectively reject it," wrote an 
editorialist in Nhan Dan just as the 
plenum was ending. 

This approach presumes that the top 
leadership agrees with Vice Premier 
Tran Phuong, who said last year that 
Vietnamese capitalists present "cate- 
gorically no threat to socialism." An in- 
fluential segment of the party leader- 
ship has made it clear over the last few 
years that, in no way, does it share this 
analysts. 

The old policies of planning and pric- 
ing by administrative fiat are to be re- 
placed by a system of “socialist econo- 
mic accounting and business,” the gov- 
ernment said. This seems to mean 
capitalist methods are to be used in a 
socialist system. The price of a product, 
for example, should reflect among other 
things the cost of the labour required to 
produce it, the government now says. 
Socialist economic accounting for 
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ing publicly with his critics. He gave 
them à choice: in contemplating the per- 
formance of the Hongkong Govern- 
ment, they could plump for the conspi- 
racy theory, put it all down to coinci- 
dence or simply write it off as a cock-up. 
He asserted that the series of ill-advised 
moves was simply a concatenation of 
coincidences, 

It would be comforting indeed to em- 
brace another version of the conspiracy 
theory. Is it not possible that the Hong- 
kong Government has been clever 
enough to realise that it was in fact rul- 
ing over an apolitical, largely passive 
Confucian society and that these qual- 
ities, which had been of such advantage 
to it in the past, constituted the greatest 
obstacle to the aim of building an au- 
tonomous Hongkong ruled by Hong- 
kong people? 

It would be comforting to deduce 
that the Hongkong Government there- 
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Private trading: no threat. 





banks, Nhan Dan noted on 22 June. 
should have the "economic return of 
capital" as its main criterion. 


he most dramatic change for the 

average Vietnamese will be the end 
of subsidies. Previously state employees, 
party cadres, pensioners and others in 
similar positions could buy a certain 
amount of food staples at massively sub- 
sidised prices — when the state could 
actually provide the goods in question. 
In the Mekong Delta province of An 
Giang, for example, the subsidised 
price of a kilo of rice was Dong 0.4 (1 US 
cent). The open-market price is Dong 
16. The subsidised price of a kilo of pork 
was Dong 3, with the open-market price 
at about Dong 160. On the open mar- 
ket, fuel costs Dong 2,000, while its sub- 
sidised price is Dong 60. 

Salaries are to be adjusted to com- 
pensate for the open-market price of a 
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upon decided to implement a series of | 


policy decisions so obviously unjust and 
wrong-headed that the populace would 
be aroused in defence of its rights, the 
rule of law and freedoms of speech, that 
the affront would be such that the peo- 
ple would become involved in the pro- 
cess of building a self-generating system 
with which Peking would not be tempt- 
ed to meddle. For something very like 
this has been the result of the govern- 
ment’s recent moves. 

It is a nice thought, but that particu- 
lar conspiracy theory must be discarded 
as one sadly contemplates the upper 
echelons of the Hongkong Govern- 
ment. It was just a series of cock-ups 
after all. ü 


Derek Davies is the editor of the Far 


Eastern Economic Review. 





number of staples — among them meat, 
sugar, flour, dry fish, cloth and fuel. 
They will be reviewed and, if necessary, 
re-adjusted to take into consideration 
price fluctuations. Wages will also be 
tied to productivity, and the wage scales 
for different grades of workers will di- 
"Er 

e government has been quietly ex- 
perimenting with the new system for 
some time. An Giang province, for 
example, started in October 1984, and 
Ho C hi Minh City established pilot pro- 
jects in two districts — one rural, the 
other inner-city — last March. The 
whole city is due to adopt the plan this 
month. 

One of the earliest pilot projects, 
however, was in a paper mill in the 
northern province of Vinh Phu, which 
adopted the new system in January 
1984. The choice of Vinh Phu is interest- 
ing, given that it was one of the first pro- 
vinces to adopt the contract system of 
production incentives more than a year 
before they were even officially discuss- 
ed by the central committee. 

The burst of reform energy in Hanoi 
strongly resembles similar develop- 
ments in the Soviet Union and China. 
Soviet party leader Mikhail Gorbachov 
has also been scathing about subsidies, 
for example. It is also interesting to note 
that Le Duan's recent visit to Moscow 
followed hard on the heels of the eighth 
plenum. Reliable sources say that a con- 
siderable portion of Moscow's large 
new aid package to Hanoi will go to- 
wards financing the new economic 
policies. 

But'it remains to be seen whether the 
next party congress will go as far as the 
Soviets and Chinese in rejuvenating the 
leadership. However, the death the day 
after the plenum of Xuan Thuy, an old 
friend and cellmate of many of Viet- 
nam's top leaders, must once again re- 
mind the politbureau's top half dozen 
that time is running out. 
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The showcase for 
international trade in China 


Looking for exhibition space in China? 

You need look no further than the Shenzhen Exhibition 
Centre. Specially designed by Hopewell Holdings Ltd. of 
Hong Kong to meet all the requirements of internationa! 
companies, the Centre is the perfect venue for all 
exhibitions and trade fairs. With over 8,000 square metres 
of premium exhibition space, a 52 storey deluxe hotel and 
superb shopping all brought together under one roof, the 
Shenzhen Exhibition Centre is the complete answer to all 
your business needs. 


This southern gateway to China is located in the 
Shenzhen Special Economic Zone, the fastest developing 
area of the country, and is only 39 minutes by train from 
the centre of Hong Kong. 


For exhibitions and trade fairs it all adds up to the 
Shenzhen Exhibition Centre — the ideal showcase for 
business success in China. 


Leasing Agents: 


TO: HOPEWELL HOUSING LIIMTED 
Room 11-15, 3rd Floor, Hopewell Centre 
183 Queen's Road East, Wanchai, Hong Kong 


Please send me the SHENZHEN EXHIBITION CENTRE BROCHURE 


HOPEWELL HOUSING LIMITED 
RM. 11-15, 3/F., HOPEWELL CENTRE 
183 QUEEN'S ROAD, EAST, HONG KONG 





NAME: 
POSITION: 
COMPANY: 








ADDRESS: 





TELEPHONE: TELEX: 

















short~ cut 
to trading 
with China. 
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China remains a mystery to businessmen 
around the world. Which is why they have 
a difficult time assessing China's potential 
as a market for their products. 

Yet, for 23 years, the CHINA TRADE RE- 
PORT has helped China Traders elimi- 
nate most of the guess-work in doing busi- 
ness with this enigmatic country; and 
helped boost their profit opportunities. 
This authoritative journal comes packed 
with information and statistics on China — 
every month. It indexes dates, significant 
developments and contracts; supplies 
trade indicators and up-to-date assess- 
ments of China's fluid trade relations. 

An annual subscription to the CHINA 
TRADE REPORT is an investment that 
may well pay better business dividends 
for your business in China. 


A confidential monthly newsletter. 
Exclusive to subscribers. 


ORDER YOUR SUBSCRIPTION 
(12 ISSUES) NOW! 


The CHINA TRADE REPORT is compiled and 
edited by the Far Eastern Economic Review, 
Asia s most widely-read business news magazine. 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 


Please enter my one year subscription (12 issues) 
for the CHINA TRADE REPORT. I enclose ............... 


995 AURRTMTATRTTESESTTTSTTETTRRRRSRTESTASTRATET TT HERO TEETER ET ESET EEE EE HSSE HEED RHEE CESSES EEE EES 


Annual subscription rates: 
HK$2,185 M$720 S$635 US$280 £255 A$390 


Sent airmail anywhere in the world. 
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Culture begins at home, 
say exhibition protesters 


By Bunny Suraiya in Calcutta 


he I8-month-long Festival of India 

in America was inaugurated in 
Washington on 13 June by Prime Minis- 
ter Rajiv Gandhi amid a US media fan- 
fare hailing it as symbolic of a new era of 
understanding between the two coun- 
tries. But at the same time, controversy 
was brewing in India over the organisa- 
tion of the exhibition. 

The main point at issue was the ship- 
ment of Indian art treasures, many of 
which are not only priceless antiques 
but also objects of religious veneration 
for a large number of devotees. The first 
sign of the gathering storm came when a 
citizens’ group in the southern state of 
Tamil Nadu sought to obtain à court 
order staying the shipment of nine Tan- 
jore bronzes from the Thanjavur district 
of Tamil Nadu, which was a capital of 
the Chola dynasty in the ninth-11th cen- 
turies. 

The court order was sought on the 
grounds that the display of the images at 
a foreign venue could offend local religi- 
ous sentiments. Eventually five bronzes 
belonging to the Tanjore Art Gallery 
were sent, and the four in custody of the 
Paruthiyur temple in Thanjavur stayed 
behind. 

Soon afterwards, Minister of State 
for Culture K. P. Singh Deo faced a bar- 
rage of quesuons in parliament regard- 
ing the shipping of art treasures and ob- 
jects of worship which could be irrepar- 
ably damaged, lost, or misappropriated 
in transit. The minister's rejoinder that 
the items in question had been insured 
for Rs 1.2 billion (US$80 million) did 
not help matters and prompted refer- 
ence to Oscar Wilde's definition of a 
cynic as someone who knows the price 
of everything and the value of nothing. 

At the centre of the growing con- 
troversy is Pupul Jayakar, chairwoman 
of the festival committee. Jayakar, long 
the doyenne of Indian culture and an in- 
timate of the late prime minister Indira 
Gandhi, was already under fire for al- 
leged favouritism shown by the commit- 
tee in the selection of artists for the fes- 
tival. 

When Jayakar made a public dis- 
claimer that she had seen the list of ob- 
jects to be sent to the festival, an angry 
Dr Laxmi P. Sihare, director of the Na- 
tional Museum, twice interrupted her 
and reportedly called her a “liar.” Si- 
hare condemned the “continuing cul- 
tural exploitation represented by the 
one-way traffic of priceless master- 
pieces from India to the West” and 
claimed that while many Western coun- 
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tries demanded the best of Indian art for 
exhibition there, they sént only “worth- 
less artefacts" in return. 

The chorus of protest includes K. V. 
Soundar Rajan, chairman of the Indian 
Archaeological Society, who, contend- 
ing that icons are for veneration and not 
for salons, said that “[Indian art objects] 
vivify the mainstream faith and . . . their 
use for purposes and in places shorn of 
their original locale . . . would bristle 
with practical problems." Jayakar in 
turn has charged her critics with vacilla- 
tion and passing the buck. 

Whoever is to be blamed Ot 
praised — the US has seen a spectacular 
display of Indian art. As one Washing- 
ton commentator put it: "India hasn't 
quite reconstructed the Taj Mahal here 
at the foot of America's Capitol Build- 
ing — but almost." The display consists 
of the finest of Indian sculpture from 
3000 BC to AD 1300. 

Particularly prized items include a 
second century BC Yaksa, a smiling 
dwarf from Pithalhora in Maharashtra, 
unique in that it bears the engraved sig- 
nature of the sculptor, and a voluptuous, 
lifesize, sandstone Yakshi, or fertility 
goddess, from the third century BC. 


Arun that, like charity, cultural ac- 
cess must begin at home, critics 
have pointed out that a number of the 
items displayed in the US may not even 
have been seen by Indian art lovers. 

The debate has emphasised the need 
for a national cultural policy which 
would not only monitor works of art lent 
abroad but also help foster greater 
awareness of India’s rich heritage, much 
of which is in foreign keeping. It has 
been claimed that London's Victoria 
and Albert Museum alone contains 
more Indian art treasures than all the 
museums in India put together. 

And even post-independence India 
has been subject to cultural plunder. 
According to one estimate, more than 
50,000 works of antique art have been il- 
legally taken out of the country over the 
past 30 years. Perhaps the most famous 
of these has been the lOth-century 
Chola Nataraja, or dancing Shiva, 
smuggled out in 1967 and in 1973 sold to 
an American collector, Norton Simon, 
for US$900,000. 

After protracted negotiations an 
agreement was reached by which the 
image would be returned to India in 
April 1986) The Nataraja was an excep- 
tion; most of India's purloined past is 
beyond location, let alone recovery. {J 








LITERATURE 


‘Trading’ class 
shows its rich 
literary tradition 


By Leo Suryadinata in Jakarta 
he ethnic Chinese in Southeast Asia 
have been labelled the "trading 
minority," as if they have neither cul- 
ture nor literature. This is misleading. 
Southeast Asian Chinese not only have 
their own literature in Chinese but also 
in the local languages. In Indonesia, for 
instance, there is an important tradition 
of literature in Bahasa Indonesia by 
"P c muet Blum Ux Chinese authors is known as Peranakan 
The begum: humiliation for the house ofOudh pp literature — Peranakans being Indone- 

sians of Chinese ethnic origin. 

: 13 In a recently por nero 
T il Literature in Malay by the Chinese of In- 
he ra Way Raj ends as a donesia, Claudine Salmon, a French 
2 scholar, has gathered 3,005 titles (73 
proud princess moves house plays, 183 devis 233 translations of 
Western works, 759 translations of Chi- | 
E x ps Shahzadi Vilayat Mahal, who claims to be the great-granddaughter nese works, and 1,398 titles of origi- 
| 





Wajid Ali Shah, the tragic last nawab of the princely state of Oudh nal novels and short stories) and iden- 

which was annexed by the British in 1856, has finally changed her station in tified 806 authors and translators. 
life, ending a bizarre 10-year protest against the government. These numbers, she maintains, are 
In protest against what she claims is the government's *usurpation" of her much higher than the number of indi- 
ancestral property in Lucknow, the begum took up regal residence a decade genous Indonesian writers and their 
ago at the New Delhi railway station, together with her son, Prince Ali Raza works as identified by Prof. A. Teeuw, a 
ahal, her daughter, Princess Sakena Mahal, a large retinue of faithful family well-known Dutch authority on modern 


retainers and a pack of ava, nd Dobermann pinscher dogs. Indonesian literature. Salmon also be- 
In 1971 when the family home in Lucknow was razed by an unexplained lieves that several dozens of Peranakan 
fire, the blamed the government for the conflagration and demanded novels are of excellent quality, and in- 
that several former palaces in the city be restored to her as her rightful deed comparable to the best Indonesian 
legacy. | writings. 
Construing lack of official response as lese-majesté, the begum decided to Nevertheless, the rich literature of 


resort to direct action and in 1975 moved bag and boudoir first on to a platform the Peranakans has been largely ignored 
at New Delhi station and then into a first-class waiting room and finally to the by most Western (especially Dutch) In- 
co of the VIP enclosure which she commandeered over the protests of donesianists and by Indonesian literary 
elpless railway officials. critics themselves. This is due partly to 
rrounded by threadbare remnants of her former glory, the indomitable the fact that the language used by most 
begum held court in this improbable setting, ting interviews and resisting of the pre-World War II generation of 
all efforts to dislodge her. As a symbol of the ustice done to her family, the Peranakan writers, known as “low 
begum constantly kept before her a bowl of poison. Malay" (Melayu rendah), has been con- 
Questions were raised in parliament, and in 1976 embarrassed authorities, sidered to be inferior. Racial prejudice 
to make amends to sidetracked royalty, offered the begum a bungalow. also contributed to the refusal to count 
was imperiously rejected as a "humiliation for the house of Oudh." such works as part of Indonesian litera- 
Prince Ali Kaza was quoted as saying: The house was not even fit for our dogs. ture. 


My mother said she would rather die at the dirty railway station than accept In the early 1960s, a few Indonesian 
the menial offer." writers, including Pramoedya Ananta 

However, the late prime minister Indira Gandhi eventually solved the prob- Toer, attempted to promote Peranakan 
lem. She visited the station last year, and afterwards gave instructions that literature by showing that the language 
suitable accommodation should be found for the begum. Wheels were set in was in fact a “working language" of the 
motion and a number of possibilities ested, of which the begum selected time, used by most Indonesian people. 
Malcha Mahal, a disused 600-year-old e on the outskirts of Delhi. But their effort had little success. Only 

The Home Ministry ag to the choice, and the palace has been handed recently, some foreign scholars have 
over to the begum after formal permission was received from the Archaeolog- begun to re-examine Peranakan literary 
ical Survey of India. works more closely and started to give 

Malcha Mahal is far from being a stately home. It has yet to be renovated some recognition to this neglected trad- 


and is little more than a ruin infested with bats and lizards, without electricity or ition, 

water. But the royal refugees who are its new. occupants have raised the Peranakan supe — STE, 
metaphorical drawbridge on the world, putting up large signs saying: “En- ed towards the end of the 19th cen- 
trance Strictly Forbidden — The Raj House of Oudh." Growling dogs make — {’tury when there was a rise of Chi- 


the message loud and clear to the inquisitive. | nese cultural nationalism in colonial 
ving finally found a palace to call its own, the House of Oudh, for the Indonesia. During this period, most 
time being, is in no mood to receive visitors. — Bunny Suraiya works were either loose translations of 


Chinese classics such as Sam Kok (The 
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Romance of the Three Kingdoms) and 
Sumpek Engtai (Shanbo Yingtai) or 
adaptations of traditional Malay verse, 
such as The story of Siti Akbari. The 
best-known Peranakan writer of this 
period was Lie Kim Hok, a journalist 
with little formal education. 

Peranakan original works appeared 
only in the early 20th century — but still 
long before the publication of the first 
modern indigenous novel in 1922. Init- 
ially they were written by Peranakan 
journalists who produced novels based 
on news stories. 

The first of this type were Lo Fen 
Koei by Gouw Peng Liang and Tjerita 
Oey See by Thio Tjin Boen, both pub- 
lished in 1903. The former concerns the 
tragedy of a rich Chinese trader who 
commits a murder to marry a poor 
man’s daughter, who had earlier re- 
jected his marriage proposal, while the 
latter is the story of a Chinese girl who 
runs away with a native officer. 


ith the development of Dutch and 

Chinese primary schools in In- 
donesia in the first two decades of the 
20th century, more Peranakan writers 
understood some Dutch and Chinese, 
but their command of these languages 
was-/not as good as of Malay, their first 
language. Still, formal education, espe- 
cially familiarity with Dutch, tended to 
improve their writing. Most of their 
works were published in the many 
Peratiakan newspapers or in the popu- 
lar magazines which flooded the mar- 
ket. 

The 1920s and 1930s was the golden 
era for Peranakan literature. There 
was, at that time, a strong current of 
Chinese nationalism in Java. Many fam- 
ous writers were the product of this 
period, such as Kwee Tek Hoay, Soe 
Lie Piet, Liem Khing Hoo (Romano), 
Pouw“ Kioe Ann and Njoo Cheong 
Seng. Their works included novels, 
plays! short stories and essays, Kungfu 
novels were also popular, but these 
were mostly translations of Chinese 
stories. 

Most of the stories are about Perana- 
kan society. Kwee Tek Hoay's 1927 
novel, Boenga Roos Dari Tjikembang 
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Chinese youth in Kalimantan; Toer; Arief: 
recognition of Peranakans. 








(The Rose From Tjikembang), is fairly 
typical. It describes the tragedy of a 
Peranakan family in three generations, 
involving the offspring of the indigen- 
ous wife. Liem Khing Hoo's 1934 novel, 
Berdjoeang (Struggle ) is about a young 
Peranakan who opened up Kalimantan 
to establish a Chinese settlement, ad- 
vocating a utopian ideal. 

After the end of 
Peranakan Chinese literature continued 
to exist, mostly in the form of short 
stories. Most of the writers who pub- 
lished soon after the war belonged to 
the pre-war generation and their lang- 
uage was still different from the stand- 
ard Bahasa Indonesia. 

This began to change after Indon- 
esian independence. With the develop- 
ment of Indonesian-medium schools, 
most Peranakans who were Indonesian 
citizens were educated to speak and 
write standard Bahasa Indonesia. There 
was also much social and political pres- 
sure for Peranakans to identify more 
closely with the newly-born Indonesian 
nation. 

In the 1960s a small number of writers 
reflecting this emerged. One of the bet- 
ter known of these is Soe Hok Djien 
who later changed his name to Arief 
Budiman. Arief, a son of the pre-war 
writer Soe Lie Piet, was also one of the 
leaders of a literary movement critical 
of the Indonesian Communist Party's 
cultural position. His essays on arts and 
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literature and his study of Chairil 
Anwar (a leading post-war Indonesian 
poet) are widely read in literary circles. 


fter the 1965 coup attempt, there 

was even greater pressure for the 
Peranakans to be assimilated into the 
host society. Understandably, Perana- 
kan Chinese writers have identified 
themselves with Indonesian literature, 
to the point that their works often can- 
not be differentiated from those of their 
indigenous counterparts. With the ex- 
ception of kungfu stories, the language 
used by the post-coup Peranakan writ- 
ers is identical with that of indigenous 
writers. Even the characters in their 
novels are no longer Peranakan. 

These assimilated Peranakan writers 
have been most notable in the fields of 
literary criticism, poetry and popular 
fiction. Arief Budiman ts a prona 
literary critic. Abdul Hadi W. M., ¢ 
Peranakan Muslim from Madura, is one 
of the leading Indonesian poets. His re- 
cent collection of poems, Anak Laut 
Anak Angin (Son Of the Sea and Son of 
the Wind) won him this year’s Southeast 
Asia Writing Award for Indonesia. 

Equally famous are two popular 
women novelists, Marga T (Tjoa) and 
Mira W (Wijaya or Wong). These two 
writers, physicians by training and pro- 
fession, have produced works which 
often reflect their own educational 
background. Marga's first successful 
novel, Karmila, for example, depicts 
the romance of a medical student. It 
went through nine editions by 1979 and 
has been made into a film. 

Another novel, Badai Pasti Berlalu 
(The Storm Must Be Over), also made 
into a movic, is an ordinary love story. 
Her most serious work is perhaps Gema 
Sebuah Hati ( The Echo of Love), about 
the life of Peranakan students during 
the turbulent vears of the 1960s. Marga 
has produced more than a dozen novels, 
and Mira W is equally prolific. 

The novels which brought her fame 
were Di-sini Cinta Pertama Kali Ber- 
semi (Love Blooms Here for the First 
Time) and Kemilau Kemuning Senja 


(Golden Twilight). Both have been 
made into films. o 
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A too-cool look at corruption. 


Hard Graft in Hong Kong by H. J. Lethbridge. Oxford University Press. 


HK$95 (US$12.20). 


t was more than a decade ago that the 

then Hongkong governor Sir Murray 
MacLehose (now Lord MacLehose) 
set up the Independent Commission 
Against Corruption (ICAC) to combat 
widespread corruption in the territory, 

articularly within the Royal Hongkon 
Police Force, dubbed by the British 
satirical magazine Private Eye as "the 
best police force money can buy." 

The establishment of the ICAC was 
in response to the community’s rising 
concern about corruption, especially re- 
garding the Peter Godber scandal, in 
which a corrupt policeman under inves- 
tigation had fled to Britain but was later 
extradited back to Hongkong and found 
guilty. The ICAC was hailed as a sign of 
the government's determination to try 
io cure itself of a malignant social 
cancer. 

Corruption has always flourished in 
Hongkong. In this book, Lethbridge at- 
tempts to assess the track record of the 
ICAC, and on the whole passes it with 
almost flying colours. His detailed and 
unbiased accounts of events leading up 
to the 1966 Star Ferry riots, which he 
said first brought corruption into the 
limelight, and the history of the forma- 
tion of the ICAC and its subsequent 
crises are helpful. 

He tends, however, to look at the 
issue too dispassionately, even clinic- 
ally, thereby avoiding some unpleasant 
or even damning conclusions. In short, 
he has pulled his punches. 

Lethbridge is not sure whether cor- 
ruption existed because the government 
had underestimated its extent or had 
simply refused to fight it energetically, 
until the formation of the ICAC in 1974. 
The latter assumption is probably 
nearer the mark: there are some Hong- 
kong millionaires and billionaires 
whose corrupt and shady pasts are open 
secrets. Many of these are prominent 
citizens and advisers to the government. 

One of Hongkong's toughest corrup- 
tion critics, Urban Councillor Elsie El- 
liott, a life-long champion for the under- 
privileged, has repeatedly accused the 
government of turning a blind eye to 
corruption, especially when it involved 
people in high places. She first sounded 
the alarms on rampant corruption in the 
1950s. 

As a result of her outspokenness, 
especially about police corruption, she 
was framed as an instigator of the 1966 
Star Ferry riots — four days of violence, 
looting and arson, sparked off by a 5- 
cent fare increase. Elliott, Lethbridge 


= | 


says, "was a woman who knew too 
much." His detailed account of this 
episode is a vindication of Elliott's role 
in it. 

The commission of inquiry into 
the Star Ferry riots, according to 
Lethbridge, opened Pandora's Box: it 
unwittingly publicised the problem of 
corruption, which only then began to 
emerge from the shadows. He points 
out that Europeans — particularly the 
British — in Hongkong mostly had 
"adopted, faute de mieux, a double 
standard: condemnation of corruption 
in the home country, a degree of tolera- 
tion within Hongkong." 

Many Europeans had such an ambi- 
valent attitude because, while not con- 
doning corruption in principle, they felt 
that any criticism could be interpreted 
as undermining the legitimacy of the 
colonial government. 

Lethbridge goes on to say that 
Chinese intellectuals, whether com- 
munist or Kuomintang in their sym- 
—— can escape from this dilemma 

y arguing that "corruption was an ines- 
capable consequence of colonialism; or 
exploiting another theme, that capital- 
ism encouraged egoism, socialism al- 
truism." 


ll this is interesting, and probably 
true. But one would like to know 
more about just who he means by *Euro- 
eans" and "Chinese intellectuals" and 
just how responsible such attitudes, 
especially in government circles, have 
been for the overwhelming corruption 
in Hongkong. 

MacLehose's decision to set up 
the ICAC was widely welcomed. 
Lethbridge calls him a “moral entre- 
preneur" who wanted to “awake the con- 
science of Hongkong to expunge cor- 
ruption" from the territory. Few people 
doubted MacLehose's resolve at the 
time — until he declared a partial am- 
nesty for corrupt policemen in 1977 
after a police mutiny which saw 2,000 
policemen marching to police head- 
quarters to make demands of the police 
commissioner. 

After that, a breakaway group of 
serving, retired and dismissed police- 
men stormed the ICAC headquarters 
and injured five officers. There were 
also rumours that the police would go 
on strike. This crisis started because of 
intensive and relentless ICAC investi- 
gations into the police force. 

The incident shook Hongkong to its 
foundation. MacLehose responded by 


declaring an amnesty, exonerating those 
who had committed corrupt deeds 
before 1 January 1977, though the then 
ICAC commissioner, Jack Cater, was 
against it. The public was terrified and 
felt the governor had no choice — the 
police were holding Hongkong to ran- 
som. With hindsight, Lethbridge says 
the incident did not have "such deleteri- 
ous effects as was once believed." 

This observation may be too op- 
timistic. At the time of the amnesty, the 
morale of the ICAC sank to an all-time 
low. Some expatriate officers resigned, 
saying the governor had “neutered” the 
ICAC. Since then ICAC operations 
have been visibly scaled down. Instead 
of going after the corrupt “tigers,” they 
have gone for the small fry. One ICAC 
press officer confessed he felt extremely 
embarrassed having to reply to queries 
from cynical reporters asking how many 








Police-ICAC conflict: relentless investigations. 


“10-dollar men” the ICAC had arrest- 
ed. 

It is a fairly common impression that 
the ICAC has never fully recovered 
from the blow. The status of the ICAC 
was further downgraded when MacLeh- 
ose replaced Cater with a lacklustre 
bureaucrat, Sir Donald Luddington, in 
1978 and trimmed the size of its opera- 
tions department. Even before the po- 
licy mutiny, the ICAC had suffered a 
severe setback in 1976 when the private 
sector reacted strongly to ICAC meddl- 
ing in its affairs. 

The ICAC survived, writes Leth- 
bridge, by scaling down investigations 
and biding its time. Scaling down is put- 
ting it mildly: the ICAC had again come 
across a section of society which was rid- 
dled with corruption, but it was not al- 
lowed to act, since any house-cleaning 
might destabilise the community and dis- 
turb the status quo. — Emily Lau 
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EXTINGUISH FIRES 
IN FIVE SECONDS 


Even before premises have been evacuated, Pyroforane automatically sets to work, 
extinguishing an outbreak of fire in the space of 5 seconds. 

Because of its instant, total flooding effect, with no risk to personnel and equipment, 
Pyroforane is particularly suitable for the protection of vital areas within buildings : 
- areas where items of high value are concentrated (computer rooms, museums, strongrooms...) 


- areas with essential functions (control rooms, telephone exchanges, tape stores, ships engine 
rooms...) 


- areas at high risk (solvent storage areas...). 
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To obtain complete information on Pyroforane 1301, send this coupon to Mr Larsen, ATOCHEM CHINA LTD, 1615 Ocean Centre, Canton 
Road, Kowloon (Hongkong) or Mr Auvigne, ATOCHEM SOUTH EAST ASIA, 36 Robinson Road, 08-05, City House, Singapour 0106 
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FLY THE LEADER. 


m 
Carrying 220 passengers, this 767 is perfect 
for short- to medium-range routes. Unique seven-abreast twin-aisle 
A N seating gives nearly everyone a window or aisle seat. 
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bh for long-range routes. Flies 1000 miles farther than the competition. 
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Easily handles up to 49 more passengers than the 767-200, giving this 
Boeing the same capacity as older twin-aisle jets. 
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Comfortably flies 261 people up to 1200 miles farther than the 767-300, 
making the extended range model a perfect replacement for wide-body trijets. 


The perfect airplane for the growing airline. 


The Boeing 767 is the — 767 options to come. All ver- ground support equipment. 
only twin-engine, twin-aisle ^ sions can be piloted by the All of which makes running 
airplane that can grow withan same crew. All use the same an airline much more efficient. 
airline. And there are more spare parts. Allusethe same And much more profitable. 
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Ringing in the changes 


By James Clad in Kuala Lumpur 
M alaysia and Indonesia have cleared 
the way for Southeast Asia's first 
private satellite communications com- 
pany. The move, involving use of In- 
donesia's Palapa satellite, could signal a 
surge in the region's private telecom- 
munications business similar to the de- 
regulated data and voice communica- 
tion services now growing rapidly in the 
US and Japan. 

Confidential, top-level decisions in 
Kuala Lumpur and Jakarta earlier this 
year have given a 70% Malaysian—30% 
Indonesian joint venture exclusive five- 
year rights to the entire "footprint" 
(area of operations) of Indonesia's 
Palapa system. | 

The deal, which is yet to be put into a 
contract, pivots on a lease of one of the 
Palapa 2B satellite's 24 transponders, or 
repeater circuits, plus an option on four 
more, for US$750,000. The satellite's 
owner, government-owned Perusahaan 
Umum Telekomunikasi (Perumtel), 
has also promised not to give similar 
rights to anyone else. 

Private use of the satellite will allow 
anyone with telephone access to the 
Kuala Lumpur office of the operator to 
send voice or data messages to other 
cow in the region with receiving capa- 

ility without dealing with the existing 
monoply operators. It will be especially 
attractive to offshore oil operators 
around the region who can set up inex- 
pensive satellite dish transmitter-receiv- 
ers to lock on to Palapa. 

Palapa 2B has a geo-stationary orbit 
above Indonesia but its footprint easily 
reaches south to Darwin, Australia, 
east to New Guinea and north to Hong- 
kong. The sole rights will be transferred 
to Palapa 3B, also with 24 transponders, 
which will be launched next year to re- 
tire the present satellite. 

Soon to be incorporated in Malaysia, 
the as " unnamed company — à 
liaison between Malaysia's Serantau 
Technical Services (STS) capitalised at 
M$1.1 million (US$447,154) and civi- 
lian, indigenous Indonesian interests re- 
portedly close to President Suharto — 
initially will be barred from operating in 
Indonesia, though this could change 
after five years. At present, the Indone- 
sian Government prohibits the private 
use of telecommunications ground 
equipment. 

The company is planning an array 
of digital-based communications for 
consumers elsewhere in the region and 
outside it. A high-capacity mainframe 
computer is due to be installed in 
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Kuala Lumpur by the end of the year. 

If these moves go ahead they could 
frustrate foreign conglomerates now 
manoeuvring for shares of Southeast 
Asia's burgeoning telecommunications 
market. American Telephone and Tele- 
graph Corp. (AT&T) for example, is 
— a fibre-optic undersea cable 
inking the US and Southeast Asia via 
Manila, and MCI of the US has been 
conducting negotiations for closer links 
through Singapore. Bell Canada has 
been active in Thailand. 


M alaysia's Prime Minister Datuk Seri 
Mahathir Mohamad and Suharto 
discussed the venture when they met 
last March in Jakarta. The originator of 
the plan is the Johor aristocrat Ungku 
Safian Abdullah. His promise of a high- 
wies. d indigenous Malay company 
using both state-of-the-art technology 
and Palapa convinced Mahathir — who, 
attracted to the possibility that Malaysia 
could gain an edge over existing tele- 
phone, telex and data communications, 
ave Safian the final green light in 
une. 

Safian holds 75% of STS, with 
Trengganu aristocrat Tunku Anuar 
Abdul Rahman holding another 10%. 
Two US businessmen, Larry Risser and 
Donn Heaney, hold the remaining 
equity. Risser previously worked out of 











































N 


Singapore as Wang Computers’ South 
east Asia area manager; he has plotted 
initial STS cashflows based on oil com 
pany communications, banking bust 
ness and transmission of private televi 
sion signals, | 
Further down the road is data tran 
mission from Singapore, the Philip 
pines, Thailand, Hongkong and Soutl 
China — especially transmission of oi 
company exploration data — thought 
many cases operations will be subject te 
the agreement of the existing domestic 
telecommunications franchise holder. _ 
All this is a tall order, and severa 
analysts believe STS could bite off mor 
than it can chew. While a key elementi 
getting top-level approval has beer 
STS’ independence from the major mu 
tinationals, the stakes are high and the 
game xe n 
Yet, the implications of the decisior 
— still very much under wraps — €! 
tends beyond the introduction of a ne 
transmission company. It comes at 
time when Malaysia's Telecommunicé 
tions Department is being privatisec 
(page 70), and when dissatisfaction wit 
Perumtel, Indonesia's state-owned tele 
comunications agency, is apparent ir 
some Jakarta circles. J 
The new factor in the equation fe 
STS is the existence of technology tha 
can cut transmission costs dramaticall 
for example, a one-minute telex to the 
US from Singapore costs the equivalen 
of S$5.00 (US$2.30) today, where 
analysts say transmission costs could b 
brought down to around 14 US cent 
using new, high-capacity digital swite 
ing. 1 
Although the Telecommunicatior 
Authority of Singapore might be le: 
than happy to find international traff 
leaking from its network, anyone wou 
be able to log on to the private satelli 
link by simply phoning the Kuala Lur 
pur operator. My 
The emergence of STS may signal 
willingness in Jakarta and Kuala Lum 
ur eventually to allow unlimited entr 
or telecommunciations-based service 
through shared or third-party use € 
leased circuits, satellite or groune 
based. While this is still several step 
away from the American de-regulat 
free-for-all (that accepts virtually u 
mited entry for both facilities 2 
services), the move seems an u 
mistakable first in the region — on 


$ 


" 
tt 
Ww 


L 
K 
T 


that seriously threatens monopoly 
suppliers in Malaysia (and elsewhere in 
Asean). o 
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COMPANIES ^ 


A strategy for 


survival 


Jakarta buys into a giant 
cement firm on generous terms 


By Lincoln Kaye in Jakarta 


| hile many Asian governments are 

considering ways to privatise their 
state enterprises, the Indonesian Gov- 
ernment has just bought heavily into ce- 
ment, one of the few basic infrastruc- 
ture industries still largely in private 
hands. The move comes at a time when 
slumping oil revenues and worldwide 


- recession have taken their toll on con- 


struction activities. 

In announcing the government's Rps 
364 billion (US$325 million) foray into 
PT Indocement Tunggal Prakarsa, an 
official decree explained that state as- 
sumption of a 35% share in the com- 
pany was needed because "cement is a 
strategic commodity for national deve- 


- lopment.” It is also a strategic commod- 


ity that Indonesia currently has in em- 
barrassing abundance. 
Another sort of -relief is being 
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Cement plant: surplus for export. 


worked out by a consortium of four 
state banks which will convert into a 
rupiah liability a US$120 million syndi- 
cated loan that Indocement took out in 
1981 to finance two units of its 6-plant 
Cibinong complex. Rates and terms of 
the refinancing are still being worked 
out (the previous 8-year credit was 
priced at 1.625% over Libor). But the 
willingness of the state institutions to 
take over from the syndicate of 32 
foreign banks and make available scarce 


Dairy boom runs dry 


A glut drives down South Korean beef prices 


By Paul Ensor in Seoul 
articipants in a recent meeting of 
ministers and party officials of 
South Korea’s ruling Democratic Jus- 


- tice Party (DJP) were surprised to find 


their customary cups of coffee had been 
replaced by glasses of milk. Raising his 
glass, party chairman Roh Tae Woo 
said he was making a gesture to try to 
help ease the milk surplus which is fill- 
ing storage facilities to the brim. 

South Korean agriculture has not re- 


covered from the after-effects of a 





speculative spree in cattle raising which 
began in the early 1980s and peaked in 
mid-1983. Since then, there has been a 
Ep in demand, coupled with chronic 
supply problems which have driven 
prices down as quickly as they rose a few 
years before. 

Farmers are blaming the govern- 
ment, which played a key role as impor- 
ter and financier in the buying frenzy of 
1982-83, as they watch the price of their 
cattle collapse — and the mountain of 
beef grow far beyond the amount need- 
ed to satisfy the local passion for red 
meat in dishes such as bulgogi and kalbi. 

During the February national-as- 
sembly elections, DJP candidates in 
rural areas faced heavy criticism from 


farmers on the cattle issue, and since 
then, farmers have staged numerous 
protests, driving their cattle through 
provincial towns. and calling for com- 
pensation to help cover their losses. 

The cattle boom was spurred by 
over-confidence in high prices for beef 
and milk. Government planners and in- 
vestors, watching incomes rise, pre- 
dicted a steady growth in demand. Beef 
has traditionally been the most popular 
luxury dish among South Koreans, and 
milk was gaining popularity among the 
middle classes. Government support of 
the milk price and rising beef prices 
swelled enthusiasm. 

Money flowed into the cattle and 
dairy business from both government 
and business, and as interest grew, so 
did the number of farms producing 
larger numbers of cattle. The Ministry 
of Agriculture and Fisheries (MAF) 
came out with schemes to develop new 
pasture lands, and provided loans to 
farmers through the National Livestock 
Cooperatives Federation (NLCF). 

he peak of the boom came in 1983, 
when prices of heifers (female calves, 
the best measure of speculative interest 
in cattle because of their long-term in- 


Let 
TM 


EpcIIWNS occ» Ii ctr: 
t ral à ] i 
rupiah liquidity in lieu 
of dollars is seen as a 
concession to industrial- 
ist Liem Sioe Leong, 
Indocement's major pri- 
vate shareholder. 
Domestic markets 
are expected to absorb 
no more than 60% of 
the country's 17 million 
tonne annual produc- 
tion capacity, leaving 
the rest to be sold into 
such quirky and com- 





petitive markets as 
Bangladesh and Sri 
Lanka. 

Indocement — the 
country’s biggest pro- 
ducer, running the 


world’s largest single- 
site cement plant — accounts for half of 
Indonesia’s installed capacity. Added to 
the nearly a third aggregated share the 
state holds in the rest of Indonesia's 
cement-makers, the newly acquired In- 
docement stake places about half the 
country's cement-making capacity in 
government hands. Most of Indoce- 
ment's massive capacity was installed 
by industrial magnate Liem in the early 
1980s. 
Liem, 





an associate of President 


vestment value as producers of more 
cattle) reached Won 1 million 
(US$1,149) a head — compared to Won 
158,000 in 1980. In 1983, the NLCF im- 
ported 78,753 head of cattle (mostly 
beef) from the US and Australia, more 
than ever before (up from 49,452 in 
1982 and 17,709 in 1981). The 1983 im- 
port stampede involved the largest air- 
lift of cattle ever — 100 jumbo jets flying 
in some 34,000 head from the US. 

The NLCF not only imported the 
cattle — it lent the farmers money to 
buy them, on very favourable terms. 
The money the cooperative made was 
channelled into development projects 
for livestock production. The Saemaul 
Undong movement, the government's 
raral-life development body, also be- 
came involved, providing around 
20,000 head of imported cattle to farm- 
ers in 1983. Beef imports also rose, 
doubling between 1981 and 1983. 





nterest began to wane in late 1983. 
Press reports of deaths of cattle re- 
cently purchased from the US — due to 
overcrowding and unskilled handling 
and allegedly sick cows — caused an up- 
roar in the National Assembly and in 
early 1984 cattle imports were suspend- 
ed. Through 1984, calf prices drifted 
downwards and per capita consumption 
of beef fell by 9%, partly due to com- 
petition from pork, which had gone 
through a similar boom, and slower in- 
come growth — down from 7.8% in 
1983 to 5.5% last year. 
According to one Western diplomat, 
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on many | Oceans. | been draft 
key infrastructure projects. 
government planners’ calls in the early 
1980s to boost Indonesian cement capa- | 


city in anticipation of a continuing.con- 


struction boom, Liem became saddled: 


with a white elephant in the downturn | 


following the worldwide oil-price cuts, 


ources speculated that the govern- | 

ments Indocement buy-in —— at 
prices considered very fair under cur- 
rent cement-market conditions — might 
be a way of offering relief to a long-sut- 
fering business ally. 

Indocement equity has 
rumoured to be up for sale for some 
months. Last August, 
applied to the Capital Market Executive 
Agency for a licence to sell 30% of its 


common stock through fakarta's som- 


nolent bourse. At the time, the weekly 
Tempo predicted the issue would raise 
about US$500 million of capital. 

But the state investment company, 


PT Danareksa, which had an option | 


on half the primary-market is: 


seemed less than enthusiastic and the 
issue fizzled out. Observers were nud 


by the irony that less than a year later 


heeding | 


been 


the company. 


z 
j 


But, ra in T months, 
) tic demand has slackened and in- 


anyone has predicted. As 
ober, Industry Minister Har- 
red that he was planning on 


no more ‘than a 2096 surplus in cement 


production for export. Even at that 
modest level, he warned of a rough mar- 
keting contest with Japanese and South 
Korean cement-makers. 

AS it has turned out, in at least some 
| parts of the. isolated eastern provinces, 


foreign cement (from Taiwan) has been 


able to outsell the ove "rpriced local pro- 


duct: within Indonesia's own borders, 
according. to the chief executive of a 


newly opened state cement plant, 
Semen Kupang, which just posted a Rs 


1.8 billion loss after its first full year of | Jd 
operation. Managers of other regional | 


cement plants — including some of the 
'st-regarded of the wholly state owned 
operations — have also complained of 
price. map id by Indocement it- 
self. Talk « f production quotas has 
long been outed in industry circles, 
but. so far, no action has been taken. n 
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cash flows from the NLCF fuelled much 


of the boom atmosphere of previous 


years; when they were switched off, cat- 
tle prices fell. However 
back on the release of frozen imported 


stocks of beef (replaced by an d ad 
on beef imports early this year) the | 


NLCF was able to keep consumer prices 
high through 1984. 


The government has been unable to | 
halt the slump in prices. MAF officials 1 
went as far as suggesting that South |. 
‘Korea might export its beef to Japan, 


but this idea was scotched when a study 
found Japanese beef prices lower and 


quality higher than local meat. In addi- 
tion to the ban on imports, the NECE 


has bought back 28,000 head of cattle 


| the country with 8,000 tonnes of re- | 
serves of powdered milk in May — dou- | 
ble that at end- 1984. The idea of exports. dac 


by holding of milk powder, is being aired - — but. 1 


i South Korei an milk could Copie with 


more efficient producers on the world 
D 


O fficials from the MAF and NCL FI 


"were 
cattle problem with the REVIEW; both 


| bodies are under a great deal of political 
^ pressure due to the cattle problem. Choi 


Jong Chan, 


|. affairs, réadily agrees that some funda- 


placing further strains on its finances: In, 


addition, it lost a major source of im 
come with the end of the import busi- 
ness. 

A ban on the slaughter of female 
calves was lifted in December, and the 
margin between wholesale and. con- 
sumer prices was tightened, helping to 
cut consumer prices. In early July, 
Minister of Agriculture and Fisheries 


Hwang In Sung announced further cuts | 


in consumer prices, and lifted restric- 


tions on the inflow of meat slaughtered 
on farms (rather. than licensed abat- 
toirs) into the cities. 

. Similar problems have surfaced in 
the dairy-farming sector. With expecta- 
tions of a heavy growth of demand, im- 


ports of dairy cows and milk powder. 


; e in the 1980-84 p 
| aA 


and farmers more heavily i in | debt than 


mental mistakes were made. 


"The cat- 
tle-development projects were pushed 


_to develop production without consid- 
ering demand," 


he said. 

Lending farmers the money to pur- 
chase cattle seemed a quick and simple 
way to raise rural incomes as well as di- 
versifying income sources away from 
grains, two basic objectives of agricul- 
tural policy since the 1970s. There were 
also some political motives involved, as 
one Western diplomat recalled. “Poor 
farmers were initially as delighted to re- 
ceive this government largesse as local 


i and national-level political and agricul- : 
tural leaders were to provide it, he 
| sad, > | 
|». The burst bubble of cattle secus 


tion has left the NLCF's funds depleted 


not available to discuss the | 


the Economic Planning | 
j Board director in charge of agricultural 


fe lel 


deluxe apartments within walking dist 


to city centre 


available 


and financial dp 


flats is welcom 


| property agents: 
GARDEN MANAGEMENT LTD 
Tel no. 


5249311 HONG KOI 


















ta sarkát n Calcutta 


A n effort by tea-producing nations to 
wa stabilise the rapidly deteriorating 
narket for the commodity has resulted 

a stop-gap bid to shore up prices. The 
2 producer countries which met early 
his month in Rome under the auspices 
f the UN Food and Agricultural Or- 
anisation (FAO) failed in their attempt 
o set up a common marketing strategy 
a goal which has eluded them for 
early a decade. 
_ In the London. tea market, where 
ites serve as the global barometer, 
rices have been coming down at an 
larming speed. During the first half of 
his year, the average price for medium- 
uality tea worked out to 155p 
J8$2.15) a kg. For the corresponding 
od of 1984, it was 253p a. kg. The 
nturn has accelerated in recent 
Tea had enjoved a remarkably 



































alf vears. 


oor-quality tea coming to market, 
'h it said was. pulling down prices. 


DC EXHIBITION COMPLEX, - 
i Sungshan Airport, Taiwan, R.O, c. 









| producing c untries again f fail to form a cartel 


| the most determined 


phase for most of the past two 


‘he Rome meeting blamed an excess 


ps 
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The meeting called ón producing coun- 
tries not to export tea which does not 
conform to a minimum International 
standard of quality. 

The meeting left the prescription 
open-ended, however, because the 
mood in the tea world is not yet ripe for 
a more decisive course. Countries like 
Argentina or Indonesia and a few others 
in Latin America and Africa, which 
are not dine with rich qualities of 
tea, naturally have mis- 
givings. China, which 
has emerged as one of 


rigid ue at een 


í million kilo) 







sellers of lower-quali- 
ty, tea was a conspicu- 
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ous  absentee from North India 
Rome. i | Sout | 
And that is the 


problem: jlack of any 
common ground on 
which a marketing 
plan can be built. FAO 
took the lead nearly à 
decade ago to initiate 


SHOV 
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But none has 







BREWING PROBLEMS 
Selected countries’ 
tea production 












^. Organizer: 
china external trade 
development council 


201 Tun Hwa North Road, Taipei, Taiwan, R.O.C. 
Telex: 28094 TPEWTC. Tel: 715- aoe: 
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ntry export quotas, 
a promotional campaigns. 
worked out. A Rotter- 
dam-based International Tea Promo- 





and poole 


tion Association was born, but it failed. 


India, as the No. l producer, export- 
er and consumer of tea in the world, has 


taken the lead in these discussions. But 


its task has often been made difficult by 
a baffling divergence of approaches and 
interests among the other members of 
the industry. It, too, has a very big stake 
in tea exports, but it has an advantage 
that most other exporters do not have — 
a sprawling home market which can ab- 
sorb much of its pro- 
duction. 

In the absence’ of 
any global understand- 
ing, India has during 
the past couple of years 
tried to "discipline" its 
own export activities. 

So far this year, 
Indias export per- 
formance has been 
generally satisfactory. 
Exports were 4.04 mil- 
lion kg above 1984, 
through end- “May! A | 
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After the boom 


700019 
IS Over 


Taiwan pays the price for stagnant investment 


By Carl Goldstein in Taipei 


Hi on the heels of a year of out- 
standing growth, Taiwan is ex- 
penenang an economic downturn that 
as sharply lowered expectations for 
this year's economic growth. The slow- 
down is partly a result of lower demand 
for Taiwan's products from the US, 
which takes almost half the island's total 
exports. 
However, there is growing evidence 


that the downturn has a more funda- 


mental cause: the state's overly tight 
grip on the economy, manifested in con- 
stricting foreign-exchange controls, 
state ownership of most banks and a 
lending policy biased towards state- 
owned enterprises. 

A prime symptom of this complex of 
factors is the declining rate of domestic 
capital investment that Taiwan has ex- 
perienced during the past few years, a 
troubling indicator that could portend 
slower growth as a general rule in the fu- 
ture. 

At the same time, the bad economic 
news is creating a political challenge for 
the government of Premier Yu Kuo- 
hwa, who has been widely criticised for 
failing to take firmer steps to deal with 
both the short- and long-term problems 
facing the economy. 

Just-released first-half statistics 
show a growth rate of 5.7%, and all the 
indicators are pointing to further de- 
cline in the second half. This is in stark 
contrast to the 8.5% growth for the 
whole year that the official Council for 
Economic Planning and Development 
(CEPD) had forecast late last year. At 
the time, the estimate had seemed con- 
servative, given the extraordinary 
10.9% real growth that Taiwan's econ- 
omy experienced in 1984. 

In an interview, CEPD chairman 
(and former economic minister) Chao 
Yao-tung warned that growth this year 
might not even reach 5%. Foreign 
trade, the engine of the Taiwan econ- 
omy, has been trending downwards 
since the fourth quarter of 1984. Total 
trade dropped 1.3% in the first half of 
1985, compared to the same period last 
year. New orders are down, as are im- 
ports of capital machinery, one reliable 
indicator of manufacturers’ production 
plans. 

The stockmarket, often the precur- 
sor of economic trends, has become a 
disaster area, as the index has declined 
from its all-time high of 969 points in 
May 1984 to its current level in the 680s. 
Investors’ pessimism about economic 
prospects looks set to drive the market 
ae further. 

^ Justas worrying — because it clearly 
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predates the current downturn — is the 
stagnation and decline in domestic capi- 
tal investment. From 1981 to 1984, com- 
bined public and private fixed-capital 
formation was virtually static in abso- 
lute terms, going from NT$494 billion 
(US$12.4 billion] in the first year of this 
period to NT$497 billion, according to 
official statistics. 

Viewed as a share of gross national 
product, however, new capital invest- 
ment fell from nearly 30% in 1981 to 
23% in 1984. In the first quarter of this 
vear, the proportion fell still further, to 
less than 20%. 

There are a number of causes for the 
decline in investment, none easily sol- 


Koo; Chao: nibbling round the edges? 





ved. For one, many firms are unable to 
obtain the necessary capital because of 
the state-owned banks’ restrictive lend- 
ing policies. Also, with family-style 
management still predominant in the 
Taiwan economy, many companies sim- 
ply lack the skills or foresight needed to 
make long-term investment decisions, 

Another inhibiting factor is the long- 
term political uncertainty about Tai- 
wan's future. In his typically outspoken 
manner, Chao said: “As politicians 
we're not supposed to admit that it is a 
problem, but it is something we have to 
face up to.” 


ne effect of the reluctance to make 
long-term investments is to slow 
Taiwan's efforts tg upgrade its indus- 
trial structure. With rapidly rising wages 
outstripping gains in productivity, the 
island's traditional labor-intensive in- 
dustries are becoming less competitive 
internationally by the day. While labour 
productivity rose 3.3% in 1984, wages 
shot up 16%. 
There have been some gains. By last 
year, exports by the relatively new and 
internationally growing information ] 
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dustry had risen to more than US$1 bil- — 
lion. However, compared to total ex- - 
ports of US$30 billion, the success is not 
so impressive. p 
In response to the rising chorus of 
calls for action, Yu in early May ordered | 
the establishment of the Economic Re- | 
form Committee (ERC), a high-pow- - 
ered panel of government officials, — 
leading businessmen and academics, | 
The three components of the ERC are | 
led by Chao, Koo Chen-fu, head of a f 
major business group centred around | 
China Investment and Trust Co., and | 
Tsiang Suo-chieh, president of the gov- | 
ernment-supported Chung-hua Institu- |: 
tion for Economic Research. | 
To its critics, of whom there are f 
many, the ERC is aimed at deflecting | 
criticism. Its announced six-month life | 
span appears designed to fill the period | 
leading up to November's elections, 1 
The Cathay financial scandal, which | 
saw the collapse of a large part of | 
Taiwan's  second-biggest business | 
group, has made the government espe- 
cially vulnerable to criticism, | 
not only because the leading fig- | 
ure in the affair, Tsai Chen- j 
chou, was a Kuomintang legis- ] 
lator, but also because investi- | 
gations into possible official | 
connivance in the scandal have f 
sputtered along for months | 
without any outcome. i 
According to Lin Jong- | 
shong, a prominent economist | 
from National Taiwan Univer- | 
sity, “The ERC is primarily a | 
politically motivated effort to - 
make it look as if the govern= — 
ment is actually doing some- - 
thing about our economic prob- ` 
lems." us 
A foreign economist work- | 
ing in Taiwan said most of the ERC's © 
proposals so far have seemed to “nibble — 
around the edges" of what needs to be | 
done. The finance subcommittee, for | 
example, has proposed minor changes j 
in foreign-exchange regulations and a 
relaxation of restrictions against the im- f 
port of gold and silver. On the all-im- - 
portant question of state ownership of — 
the banks, the committee's best has | 
been a cautious call to examine ways of - 
increasing the autonomy of the banks” 
management. — 
The tax subcommittee has devoted 
more than two months of effort to dis- — 
cussions of one plan to merge the busi- | 
ness tax with the personal income tax, | 
ostensibly as a spur to investment, and | 
another to lower marginal rates. zA) 
Finally, committee member Wang | 
Tso-jung, also a National Taiwan Uni- | 
versity economist, chided his fellow | 
members for wasting time on such dis- 
cussions while ignoring the biggest fail- 
ure of the tax system — rampant tax 
evasion. Since few businessmen are | 
paying their proper amount of taxes, by. | 
all accounts, lowering the rates is hardly 
an effective way to boost investment. Ey 
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and Company Limited at a cost of approximately office accommodation, retail space and residential 


-. HK32.5 billion which has been financed partly from accommodation are 98%, 92% and 99% let 
-internal resources and partly from available banking respectively. 
-.. facilities. It is anticipated that the group will be able ^ ui | 
„to pay off these bank borrowings in full from *Ocean Terminal was promoted during the year as an. 
internally generated revenue in about 3 years time. P — located exhibition venue and s six major 


f 


t The group profit attributable to shareholders after 
-tax and before extraordinary items amounted to 
HK $498. 4 million, compared with HK $428. 9 




























an increase of 16.2%. Earnings per share improved 


ised basis in 


prop: y 
by 16. 3% from 27. J cents on an. annuglis i 


eee and political — subsided 
















Extraordinary earnings s amounted | o HK $6. 7 million. 








*A final dividend of 14.0 cents per share is proposed << property portfolio and activities in the various 
which will result in.a total dividend of 21.0 cents per | i 
share for the year. If approved, the final dividend 
< will be paid on 24th September, 1985.. 














HK$ Million 
-Group profit before taxation | 6310 
Taxation | : $0 
584.0 
479 > ] 














Group profit before extraordinary items. l 536.1 - 
Extraordinary items | | | 242.2 
-Group profit after extraordinary items © ` ; 778.3 
- Farnings per share before extraordinary | 34.44 
items Steet ee 


i | | — e (equivalent to 27.54 
| : on an annualised basis) 
22.44 | 
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(equivalent to 17.9] - 
on an vane ire 
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POLICIES a 
Daim waives the rules 


Malaysia bids for more foreign investment 


By James Clad in Kuala Lumpur 


alaysia has changed long-standing restrictions on foreign investment in a 
bid to attract more foreign capital and expertise. In announcing the gov- 
ernment's willingness to allow as much as an 80% foreign stake in investment 
p with a strong export bias, Finance Minister Daim Zainuddin signal- 
ed an expected major retreat from economic “nationalism” inherent in Ma- 
laysia's New Economic Policy or NEP (REVIEW, 2 May). 

The 15-year-old NEP aims to have transferred, by 1990, 30% of total cor- 

rate equity to bumiputras (indigeneous people, mainly Malays) while leav- 
ng 40% to “other Malaysians” (primarily Chinese) and 30% to mainly Euro- 
an, US and Japanese foreign investors. Government agencies vetting 
oreign investment plans normally have insisted on a 30?5 foreign-participa- 
tion ceiling, while existing — enterprises have faced demands to “restruc- 
ture" their equity to reflect the NEP ideal. 

Daim on 6 July set out guidelines for new proposals in which the extent of 
allowable foreign holding will closely correspond to the exported proportion 
of planned production. Thus, a company exporting 51-80% of its product may 
apportion an equivalent amount of equity to foreign partners. The maximum 
foreign stake will be 80% but 51% foreign control will become the norm — as 
long as at least 20% of production is sold 
overseas. 

However, enterprises exporting less 
than 20% of production, or using “non- 
renewable” resources (no matter what 
proportion of production is exported), 
will be stuck with the existing 30% 
foreign-equity limit. On the other hand, 
the government will accept 51% foreign 
interest in as yet unspecified categories 
of high-technology industry regardless 
of export levels. 

The guidelines, as announced, leave 
open several questions. First, will the 
changes apply eventually to existing 
firms? Unequal treatment could be al- 
leged if new, export-oriented firms start 
up with commanding foreign control 
while those with lesser foreign interest 
(including those which have already 
completed their NEP restructuring) So." > 
have Malaysian majority stakes even || 17 m 42 










though they meet export threshold | Daim: major retreat from nationa 
levels. a 

Second, it is not clear whether the export test will be based on targeted, or 
achieved, performance. If it is based on realised exports, will the government 
allow increases in foreign equity in companies achieving progressively higher 
exports? Much remains to be explained but the government is unlikely to ac- 
cept a retreat from existing levels of Malaysian or bumiputra control. 

Of all major economic decisions before the cabinet this year, changing the 
foreign equity rules has become the most urgent. In part, this is because of 
confusion following statements last year by Prime Minister Datuk Seri 
Mahathir Mohamad and by Daim — both of whom suggested relaxing the 
30%. But other reasons behind Daim's announcement include a desire to en- 
courage industrial investment in areas where innovative, foreign technology is 
needed, and government unease over declines in investment and capital in- 
flow, especially from the US. 

"Foreign investment has been slowed to such an extent that extrapolation 
of the actual 1971-83 growth rates in each of the sectors rev genns other Ma- 
laysians, foreign] shows that foreign equity at the end of 1990 could be as low 
as 18.7% [or 15.4% using the 1980-83 growth rate], " a recent, confidential re- 
port by the International Chamber of Commerce and Industry in Malaysia 
stressed. Easier investment rules also make good macro-economic sense: in an 
era of troubling current-account deficits (narrowing from M$8.4 billion in 
1982 to M$4.1 billion last year), a boost in inward capital transfers is needed. 
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"HOTEL NEW OTANI SINGAPORE 








The Hotel with a hot water 
maker in every room, with Tea, 
Coffee and even Instant Chicken 
Noodle Soup! All compliments of 
the The New Otani Singapore. 

A small thing but it’s special, for 
the traveller who has just arrived, 
or the guest with that urge to get 
up at 4 a.m. to do'his paper work. 
The New Otani Singapore has 
many small yet special things for 
you to enjoy. Discover them all. 
Single Room from approximately 
88145. 

Double Room from approximately 
$$170. 


3% govt tax and 10% service charge. 






















On the banks of 
the historic Singapore River 
Hotel New Otani Singapore 
177A River Valley Road 
Singapore 0617 
Tel: 3383333 
Telex: RS 20299 Sinota 









For reservations and information, please contact 
The New Otani International Sales Offices: tn 
the United States (800)421-8795 Toll-Free. 
California (800)252-0197, Toll Free. Hawaii 
(808)923-1555, United Kingdom (01)731-4231, 
Japan (03)264-1672. Reservations are also 
available through Utell International. Int'l 
Airlines or Travel Agents throughout the world. 
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A new burst of energy 


Canadian accord lifts oil and gas sector 


By Ashley Ford in Vancouver 


new energy pact between Canada's 
federal and provincial governments 
is proving to be an instant tonic for the 
ailing western Canadian energy indus- 
try, and plans for billions of dollars 
worth of energy projects aimed at Asian 
markets are being dusted off. 
Two major ammonia-fertiliser plants 
are to be built in British Columbia and 
there is every chance a planned US$2.5 
billion liquefied natural gas (LNG) 
plant on the British Columbia coast will 
also finally be given the green light. The 
agreement, dubbed the Western Ac- 
cord because it impacts most heavily on 
the three western oil-and-gas producing 
provinces of British Columbia, Alberta 
and Saskatchewan, has ended years of 
bitterness between the western pro- 
vinces and Ottawa over energy policies 
and, in effect, deregulates the industry. 
The deregulation of domestic oil 
rices, permitting them to float to world 
veis the elimination of the Petroleum 
Gas Revenue Tax which brought about 
US$2 billion annually to federal coffers 
and the deregulation of natural-gas 
prices have been greeted enthusiasti- 
cally by the industry. The measures will 
give the industry US$2 billion addi- 
tional revenue — US$800 million this 

ear — over the next three years and 

ederal Energy Minister Pat Carney has 
challenged the energy companies to 
reinvest the money in industry. 
The oil and gas companies have been 
uick to respond. Ocelot Industries of 
‘algary, Alberta, was first off the mark 
with an announcement that it would 
construct a US$50 million ammonia fer- 
tiliser plant adjacent to its US$300 mil- 
lion methanol plant at Kitimat on the 
northern’ British Columbia coast. A 
third of the company’s methanol output 
already goes to Mitsui and Co. of Japan 
and production from the 550 tonnes-a- 
day ammonia plant will be exported to 
California and various Pacific rim 
countries. Construction is being fi- 
nanced by a US consortium headed by 
Devco Inc. of Tulsa, Oklahoma, which 
will also market the production. Con- 
struction has already started and the 

lant, drawing natural-gas feedstock 
Eon Alberta, will begin production in 
July 1986. The fact that US interests are 
financing the project is highly signifi- 
cant and industry sources say it is a clear 
indication that Canada is again on the 
investment map for US energy com- 
panies. 

Hard on the heels of the Ocelot an- 
nouncement came the decision of 
another consortium to build a US$500 
million fertiliser plant in Vancouver. 


0000 ll Se ne Leg EERIE eS oo ERO FOE cune 


54 


Westcoast Transmission Co., of Van- 
couver, Chieftain Development Co., of 
Edmonton, and Los Angeles-based 


Union Oil of California (Unocal) said 
the world-scale nitrogen fertiliser plant 
would produce daily 1,650 tonnes of 
anhydrous ammonia and 1,650 tonnes 


Ocelot methanol plant: expanding Asian and Pacific markets. 


of urea for the Pacific basin market. 
Construction is to start early next year. 

But the jewel in the crown for the in- 
dustry is the apparent resuscitation of 
the LNG plant. The plan by Canada 
T NG Corp. to ship LNG to a group of 


Japanese utilities was virtually at 
death's door (REVIEW, 7 Mar.) when 
Osaka Gas Co. withdrew from the 


scheme. The new energy deal, plus a 
further rejigging of the Canadian spon- 
sors, has turned the project completely 
around, with the Japanese utilities now 
stating that "final agreement" is near. 
Mobil Oil of Canada has joined the group 
and its membership has given the project 
vital support from a Japanese standpoint. 


he group. which proposes building a 

plant at Grassy Point near Prince 
Rupert with an annual capacity of 2.9 mil- 
lion tonnes of LNG, is now owned 30% 
each by Mobil and the Canadian Gov- 
ernment-owned Petro-Canada Corp. 
Japanese trading group Nissho Iwai and 
Westcoast Transmission, the pipeline 
company, hold 1S%each and Suncor, a 
joint venture of Sun Oil and the Ontario 
Government hold the remaining 10%. 
The group plansto export all the produc- 
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tion for the next 20 years to Chubu Elec- 
tric Power Co. Inc., Toho Gas Co. Inc., 
Chugoku Electric Power Co. Inc. and 
Kyushu Electric Power Co. 

Debt-ridden energy company Dome 
Petroleum, which first broached the idea 
five years ago, is out of the picture, much 
to the relief of Japanese financiers who 
will be called on to help fund the project. 

The energy pact has had a major influ- 
ence on the project, but Mobil's partici- 
pation is also seen as being vital to its suc- 
cess. Mobil brings considerable expertise 
to the project. Itis the biggest producer of 
LNG in the world. It currently operates 
five plants in Indonesia in conjunction 
with the state-owned Per- 
tamina. Four of the plants 
serve Japan and the other 
South Korea. British Col- 
umbia Energy Minister 
Stephen Rogers said: “The 
Japanese like the idea of 
dealing with Petro-Canada 
and Mobil. The Japanese 
Government would have 
let the project die long ago 
if they were not genuinely 
interested in buying LNG 
from Canada." 

Price has been a major 
stumbling block, but the 
accord has opened the way 
for the Canadian gas pro- 
ducers to offer gas to the 
project at a lower price. In 
fact, it now appears it iš the 
Japanese who want to wrap 
up the protracted negotia- 
tions as quickly as possible. 
Seiichi Tanaka, president 
of Chubu Electric, said he 
expects final agreement 
will be reached within the 
next three months, but a Mobil spokes- 
man cautioned it could take longer. A 
senior official from Petro-Canada said 
that while the project came very close to 
dying, itwas the Japanese who finally de- 
cided it had to go ahead. “We finally said 
take-it-or-leave-it. We are at the end of 
the road . . . they took it.” 

Apart from the impact of the energy 
agreement, the new consortium has also 
removed some of the financial roadblocks 
and has agreed to provide funds to carry 
out the initial phase of the project and 
says it is capable of completing the deal 
and getting LNG to Japan by 1989. Chu- 
bu Electric, the prospective major cus- 
tGmer, is to take more than half the pro- 
duction — 1.6 million tonnes annually. 

Chubu, which once threatened to in- 
voke a cancellation clause in a sales con- 
tract signed in 1981, is now pushing the 
project. It is building a gas-fired power 
plant near Nagova in central Japan 
which is due to come on line in 1988. Its 
productivity is directly tied to receipt of 
Canadian LNG by that time. But Cana- 
dian sources say Chubu can make do 
with interim supplies from other sources 
and can afford to wait for the Grassy 
Point plant to be built. 
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the latest addition. 
) Swiss Bank Corporation's 
global network. [ 





Our Representative Office in Osaka, opening Matthias Pachlatko, our Representative in Osaka, 

15 July 1985, is more than a new listening- has a background in international banking, } 

post in an important part of the Japanese—and and considerable experience in the securities ^ 

Asian—market. business. Expertise in raising funds and | 
a knowledge of how capital markets work are 

Swiss Bank Corporation has been in Tokyo important assets in Asia, which is one 

for more than 20 years. We go where reason we have such a good client base in this Wa 

our customers are, and where their markets are. part of the world. 

By expanding to Osaka, we are doing both— If you're interested in international business, 

and it gives us a direct presence in the you should be talking to Swiss Bank Corporation. 

commercial centre of the dynamic Kansai region In Osaka, Tokyo, Hong Kong, Singapore... A: 

and western Japan. around the world. 
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Swiss Bank Corporation 
Osaka Representative Office: 
Mataichi Building 
$ 17, Minami-Kyutaromachi 4-chome 


Higashi-ku, Osaka ' 
Tel.: 06-241-0531/2 iiy 


The key Swiss bank eben T a | 









* 
General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Raradeplatz 6. Over 200 offices throughout Switzerland. Worldwide network (branches, 
subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. North America: Atlanta, Calgary, Chicago, Houston, Los 
Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: 
Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: Johannesburg, Aaja: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. i 
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ECONOMIC RELATIONS 
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Break in communications 


Thai-US ties suffer from mutual misunderstandings 


By Paisal Sricharatchanya in Bangkok 
hailand enjoys the same generally 
favourable economic relationship 

with the US as most of the countries of 
Southeast Asia, and this was again 
underscored during the visit to Bangkok 
of US Secretary of State George Shultz 
on 8-10 July. But their rhetoric and 
broad agreement on free trade belies 
growing friction, at public and private- 
sector levels, over trade. 

Shultz met a delegation of Thai eco- 
nomic ministers headed by Finance 
Minister Sommai Hoontrakul, and as- 
sured them that the administration of 
President Ronald Reagan opposes the 
more extreme forms of protectionism, 
especially on textiles, now before the 
US Congress. And both sides agreed to 
lobby actively for a new round of the 
General Agreement on Tariffs and 
Trade. 

But Thai worries about protectionist 
trends in the US market, Thailand's 
biggest single export outlet, are more 
immediate. The first serious incident 
surfaced in early 1984 when US tuna 
packers initiated an attempt to raise 
tariffs on canned-tuna imports, claiming 
they were causing injury to the US in- 
dustry. Although a relatively new pro- 
ducer, Thailand has substantially ex- 
panded its canned-tuna production and 
exports in recent years. 

Following a well-orchestrated lobby- 
ing campaign undertaken by former 
Thai ambassador to Washington Prok 
Amranand, in conjunction with the US 
law firm of Barnett & Alagia, the com- 
plaint was rejected by the US Interna- 
tional Trade Commission in mid-1984. 
The Thai lobby also succeeded in abort- 
ing a trade bill in the US Senate last Sep- 
tember, which would have had the same 
effect (REVIEW, 1 Nov. '84). 

In a later case involving US counter- 
vailing duties (CVDs) on Thai textile 
products, the US Commerce Depart- 
ment, acting on petitions from US 
manufacturers, ruled last December 

that Thai fabric and garment exports 

- carried subsidies of 6.01% and 2.03% 

respectively (REVIEW, 7 Feb.). 

As a result, Bangkok was forced to 
enter into a "suspension agreement" 
early this year, under which various 
forms of subsidies on fabric and yarn 
were terminated. Thai apparel export- 
ers decided to shoulder the additional 
duty, which so far appears to have had 
no real impact. Thai apparel sales to the 
US, which constitute the bulk of all tex- 
tile exports, continued to surge. 

More recently, the US steel industry 


initiated a similar CVD attempt, 
alongside an anti-dumping action 
56 


against Thai steel pipes. A preliminary 
determination here last month ruled 
that Thai exports of this product were 
subsidised to the extent of 5.0196. But 
the meagre volume — Thailand ex- 
ported 800 tonnes last year in the initial 
period of foreign sales — amounted to 
less than 0.575 of total US imports. 
Given the small chance of Thailand be- 
coming a large producer, the issue is un- 
likely to become a major concern. 

These actions have infuriated many 
sectors of the Thai public. But it has also 
become clear that the Thais’ bitter and 
sometimes emotional responses reflect 
an appalling ignorance over how the US 
legislative and political systems relating 
to trade work. Complaints from both in- 
dustry leaders and government officials 
reflect a perception that the US is 
undermining the Thai economy despite 
a history of some 150 years of being al- 
lies. 

Summarising these attitudes às the 
result of a cultural gap, Prok told a Thai- 
US seminar: "The sophistication and 
complexity of US laws and regulations 
governing international and domestic 


trade is beyond the comprehension of 


most Thai businessmen. Such in- 
adequate understanding does not only 
result in unintentional violation of laws, 
but also leads to the feeling of being be- 
trayed ..." 

The frictions seemingly came to à 
head in early June when the US mission 
in Bangkok, acting on instructions from 
Washington, lodged a representation 
with the Thai Commerce Ministry and 
Foreign Ministry over the April tax 
package (REVIEW, 18 Apr.), which sub- 
stantially raised the import tariffs on 
selected US items. The tariff on US 
wheat went up 100%. 


he US note read in part: "While un- 

doubtedly inadvertent, the dispropor- 
tionate effect on US exports [from the 
large tariff increases] is disturbing to the 
US Government, particularly since 
Thai sales in the US market have ex- 
panded over the past several years . . 

It was apparent that the tax increases 
were single-handedly engineered by the 
Finance Ministry as a quick means to 
close a revenue gap — and there was lit- 
tle consultation with other ministries 
over potential international repercus- 
sions. But the news was nonetheless 
poorly received in Washington. 

To the surprise of American dip- 
lomats, the representation drew angry 
rebuttals from several Thai officials, 
Blasting what he described as bully-boy 
tactics, Thai customs chief Kraisri 
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Sommai; Shultz: growing friction. 





Chatikavanij charged that it bordered 
on infringement of Thailand's economic 
sovereignty. The Finance Ministry has 
maintained that the tariff increases were 
across-the-board and non-discriminat- 
ory. The US chargé d'affaires sought a 
meeting with Sommai but was refused. 

The incident revealed another blind 
spot. Commented one American dip- 
lomat: "Since the Thais have criticised 
us over the CVDs, there is nothing 
wrong with us lodging the representa- 
tion. There should be a mature process 
of discussion to resolve bilateral prob- 
lems. The fact that we would like to talk 
shows that Thailand is [emerging into] 
the big league. We don't want to be the 
big brother — we should be equal 
partners...” 

But the matter was taken seriously 
by the two ministries. A foreign-policy 
planner admitted that Bangkok was 
caught in a dilemma. Rescinding the de- 
cision would convey the undesirable im- 
pression that Thailand was under US in- 
fluence; but sticking to it might lead to 
some form of US trade reprisals. 

Given the preoccupation of succes- 
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In the next year more than 2,500 
companies and 20,000 overseas 
visitors are at our 
exhibitions in Si You too 
are invited! 


The region's leading exhibitions 


M EM on a ahaide ree 


environment conducive to good 
business. 


ComputerAsia85 14 — 17 August 
The Systerns Event for S E Asia 


MachineAsiaB5 23-27 September 
The 6th S E Asian Industrial Fair & 
Conference 


WoodmacAsia85 
23 — 27 September 

The 2nd S E Asian International 
Forestry, Woodworking & Furniture 
Supplies Show 4 Conference 
ChemAsia85 3 — 6 December 
The 4th Asian International Chemical 
& Process Engineering & Contracting 
Show & Conference 


Offshore South East Asia 86 
28 — 31 January 


The 6th Asian Petroleum Show & 
Conference 


CommunicAsia86 9 — 12 Apri 


The 4th Asian international 


Electronic Communication Show & 
Conterence 


InfotechAsia86 » — 12 Apri 
The 2nd S E Asian Business. Office 
Communications, Hardware & Software 
Show 


Food &HotelAsiaB6 13 — 16 May 
The 5th S E Asian International 
Exhibition of Food, Drink, Processing. 
Hotel, Shopfitting. & Catering 

Equipment with Salon Culinaire 


MetalAsiaB6 is — 22 November 
The 4th Asian International Machine 
Too! & Mataiworking Show 


AutomAsiaB6 is — 22 November 
The 3rd S E Asian International 
Automated Manufacturing Technology 

& Robotics Show & Conference 


InstrumentAsia87 14 — 17 January 
The 3rd S E Asian instrumentation, 
Control, Measurement & Testing 

Show & Conterence 


ProPakAsia87 s — 11 April 
The 2nd international Food 
Processing & Packaging Technology 
Exhibition & Conference for S E Asia 


All shows are held at the World 
Trade Centre Singapore. 


Singapore Exhibition Services Pte Ltd 


11 Dhoby Ghuat 415-09 Cathay 


Singapore 0922. Tel: (65) 338 4747 
Telex: RS 23597 SINGEX 
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The towering grandeur of the 


Our magnificent atrium lobby featuring 24 towering panels of carved teakwood 


After arriving jet-lagged 
| appreciate checking into 


Dynasty Singapore 


We know what a tight schedule can do to a tired executive, so you can 
be sure that from the moment you check in, vou'll receive all the care and 
attention vou deserve. 

Our facilities are impressive, too. All our rooms and suites are 
comfortably larger than average, with a full-size writing desk — vital for 
busy businessmen — an international direct-dial telephone, a colour TV, a 
well-stocked mini-bar and, of course, 24-hour room service. 

Our Executive Services Centre offers complete secretarial assistance, 
and for exercise, there's our full-size pool and well-equipped Health Centre. 
For important business entertaining, our Le Vendóme Restaurant 
boasts the finest French Classical and Creative Cuisine, and our Tang 

Court offers superb Cantonese specialities. 

There's also our Bill Bailey's Bar, Le Vendôme Lounge and our 
24-hour Golden Dew Coffee House, plus our exclusive Twilight, The 
Executive Club, to unwind in 

On top of all that, there's our unusually attentive service. A welcome 
blend of professional reliability and charming hospitality 

So next time, check into The 
Dynasty Singapore. You'll appreciate it. 


D duis 


320 Orchard Road, singapore 0923, 
Tel: 744-9900. Telex: DYNTEL R536643 
Cable: Dynasty Singapore 
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For reservations, please contact 

UTELL International ( Worldwide) 
Landmark Hotels International 

Hong Kong (3.665231) 

Supereps International — UK (01 2423137) 
Amsterdam (020-249741) 

Distinguished Hotels of the World 

(Robert F Warner, (nik { SA/Canada ) 


Middle Kingdom. 
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correctin 
the country's huge trade deficit wit 


po the increasing significance of the 
U 
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market appears to have been over- 
looked. Last year the US surpassed 
Japan to become Thailand's largest 
market. 

The Baht 9.5 billion (US$348 mil- 
lion) of Thai exports to the US in the 
first quarter of 1985 account for 19% of 
all foreign sales and mark a 39% jump 
from the comparable period of 1984. US 
trade officials estimate that Thailand 
may gain a US$600 million trade surplus 
with the US over the whole of 1985 — 
almost double that of 1984. 

By comparison, Thai exports to 
Japan rose 10% in the first quarter, to 
Baht 6.5 billion, putting Japan in the 
second place with a 13% share of total 
Thai exports. 

Many analysts say that while it is an 
uphill drive to reduce Thailand's bur- 


sive Thai governments with 





seoning trade deficit with Japan, it i 
DO y easier to expand export: 

S. But beyond the recent appointment 
of former US deputy assistant secreta 
of state for East Asian and Pacific af- 
fairs Anthony Albrecht as Thailand's 
lobbyist in Washington, they believe 
this requires a more concerted long- 
term strategy by the Thai Government. 


M uch of the Shultz discussion in 
Bangkok focused on the draft Tex- 
tile and Apparel Trade Enforcement Act 
1985 — the so-called Jenkins Bill. The 
Thai memo stated: “The consequence 
[of the Act] would be a cutback of up to 
64% of present Thai exports, compared 
to about 17% for Hongkong, 59% for 
China, 48% for Taiwan and 35% for 
South Korea." Textile products — 
largely apparel — constitute the most 
important Thai export to the US. 

The memo expressed alarm at the 


ECONOMIC MONITOR 


Cheap oil brings woes 


he technocrats in charge of the Indo- 

nesian economy continue to get 
their way and have the seemingly right 
policies adopted. International obser- 
vers continue to award them high marks 
and foreign aid support continues to 
flow in. Yet, Jakarta finds itself faced 
with mounting economic problems in 
the face of its worst oil-price prospects 
in a decade. 

The country's fortunes are still 
hostage to the petroleum and natural- 
gas industries — comprising more than 





60% of exports between them — de- 
spite vigorous efforts to diversify in 


recent years. Beside the direct loss at- 


tributable to Opec-mandated produc- 


tion and price cuts, the oil-market 


downturns have a multiplier effect in 


the economy. 
Each US$1 off the posted oil price is 
estimated to drain US$325 million a 
ear from the government coffers which 
nd the overwhelming share of econo- 
mic development. At that rate, a US$8- 


»a-barrel drop could more than wipe out 


the US$2.5 billion in loan and aid com- 
mitments for which the government has 
just tapped the Inter-Governmental 
Group on Indonesia. 

Nobody expects it to come to that, 
but industry sources do not discount the 
possibility of a further fall — maybe by 
as much as US$5 — in the price of In- 
donesia s benchmark Minas crude. 
Some Indonesian crudes are reportedly 
selling at discounts approaching US$2 
on spot markets, and state oil marketers 
have started concocting blended crudes 
to offset the non-competitive pricing of 
the Opec benchmark. 

If Opec shrinks from drastic price 








TRADE AND PAYMENTS 





cuts, as recent experience has already 
shown, Indonesia could wind up losing 
revenue, anyway, if its share in its all- 
important Japanese market suffered 
further incursions from non-cartelised 
competitors, notably China. An the 
early 1980s, Japan would regularly 
absorb, single-handedly, nearly half 
of Indonesia s total exports. Pertamina, 
the state oil monopoly, could count 
on yearly supplying 15% of Japan's 
needs. 

Nowadays, not only has Japan's 
overall oil-consumption dropped mark- 
edly, but so has Indonesia's share of it, 
falling to just 11% in the first quarter of 
this year. A succession of trade missions 
to Japan by high Indonesian officials — 
including some with diplomatic or edu- 
cational experience in Tokyo — met 
with polite professions of concern, but 
no firm commitments to consume more 
Minas, blends or refined product. 
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t is | erosion of political will in Washington 


to resist protectionism. It stated: “Thai- 
land is alarmed that successive US laws, 
the enactment of which is claimed to 
have reduced pressure for more protec- 
tionism, provide more opportunities for 
the US industries to harass and disturb 
trade. In this regard, Thailand calls on 
the US to apply trade and trade-related 
laws in fair, impartial and consistent 
manner...” 

In a reference to the April tax in- 
crease, the memo said: “We wish to em- 
phasise the principle of open entry for 
all products based on free market forces 
and shall endeavour to maintain this 
open access to the Thai market and to 
take account of any US concern in the 
continuing review of our tariff reforms.” 

The fact that Shultz was one of five 
top US officials who were signatories 
against the bill was appreciated by the 
Thais. oO 


INDONESIA 


As a result, oil has been backing 
up in storage tanks and production 
has been sharply curtail- 
ed. June liftings, at just 
under | million barrels, 
were off nearly 30% from 
last year and almost 80% 
from the peak production 
of 1977. 

Even liquefied natural 
gas which moved 
briskly with the addition 
of new gas trains in fis- 
cal 1984-85, partially off- 
setting slumping oil 
revenues — is getting 
harder to sell in North 
Asia this year, industry 
sources report. Other 
entrants from the re- 
p are competing fierce- 
y for the long-term 
contracts on which gas field develop- 
ment depends. 

Not that government planners were 
exactly taken by ag es by the energy 
market downturns. Ambitious diversifi- 
cation plans are the watchword of the 
current five-year plan. Meanwhile, the 
government has buffered itself amply 
against the lean times ahead. Current- 
account improvements have allowed In- 
donesia to build up US$10.5 billion in 
reserves, up more than 60% since the 
1983 devaluation of the rupiah. 

At that rate, the country has enough 
in reserve to cover nearly eight months' 
worth of imports. And bankers think 
well enough of Indonesian risk to have 
oversubscribed the government's latest 
US$400 million debt issue, leaving the 
country with nearly US$2 billion in 
available credit lines. However, total 
foreign debt stands at a hefty US$26.5 
billion. — Lincoln Kaye 
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Call your travel agent or the Westin Hotel in vour city or telex 40443 FILPLAZA. 
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* Subject to availability. Not applicable to previousiy confirmed group rates 
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You got it first from the 
Philippine Plaza — Manila's 
most preferred hotel. The 
seasonally available Mid-year 
Bonus. Now in its 6th 
fabulous year! 4096 off on all 
rooms and suites. What 
better way to enjoy the 
luxurious amenities of 
Manila's only seaside resort! 


The Mid-vear Bonus. A 
premium seasonal offer from 
the Philippine Plaza. In the 
great Westin Hotels tradition. 


WESTIN HOTELS 


Philippine Plaza 


Manila's only seaside resort. 









Other Westin Hotels in Asia: Hong Kong, Shangri-La € Pusan, The Westin Chosun Beach € Seoul, 
The Westin Chosun * Singapore, The Westin Plaza € Tokyo, Akasaka Prince Hotel & Tokyo Prince Hotel 
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* Citibank N.A., One Shenton Way 401-02 Robina House, Singapore 0106. Tel: 224-5757 e Citibank N.A., Orchard Road Branch. 268 Orchard Road 
* Citibank N.A., Taman Jurong Branch, 107 Yung Kuang Road 01-39, Singapore 2261. Tel: 225-5225 e Citibank N.A., International Private Banking, 


* Citibank N.A., Citifunds Singapore, One Shenton Way #21-08 Robina House, Singapore 0106, Tel: 225-1322. 





If your current 
investment doesn't give 
you all these options 








it’s time you call 
CITIFUNDS 











Citifunds offers you something no CITIFOREX: Foreign exchange 
other investment can: the one-account way services for your personal or investment needs. 
to maximise your money around the world. CITICREDIT: An easily accessible 

All with total flexibility. And total credit facility, secured by the assets in your 
convenience. Citifunds account. 

Just one quick call to us lets you And more. AL 
instantly move your money between an In addition, you will get a unique "d 
incredible range of options, like: monthly statement that at a glance reveals — 

CITICASH: very liquid, high yield call the effectiveness of all your money- F 
deposits in a choice of 6 currencies: US $, management decisions. M Please 
Australian $, Yen, Deutschmarks, Swiss More options, more send coupon to: 
Francs, and Sterling Pounds, with interest flexibility, more convenience. P. —— A 

x A . : y, 
paid daily. In just one investment P Singapore 0106. 

CITIPLACEMENTS: Time deposits account. ^ 
in all major currencies, including a choice of It's time you SE NEED MON TNR RUM 
five locations for US dollar deposits — call Citifunds. "4 
Singapore, Hong Kong, San Francisco, Los Z Name: 

Angeles and Guam (USA). " dl Dg 

CITIGOLD: Gold investments in — 
London, at very competitive prices. * 
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ve Shenton Way, UIC Building, 10th Fl., Singapore 0106. Tel: 224-2611 j^ THE WORLD'S LEADING BANK 
P d 








FEER/ " 


Korea’s charm is tbe peaceful 
nature of the people It' s some 
thing you will fast appreciate 
aboard the wide-bodied jets of 
Korean Air, as you travel to 29 
Of the world's major desti 
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We're honored to serve vou around the world. 


By Anthony Rowley in Hongkong 
— of public enterprise is 

gripping Asia like a fever — the 
concept at least, if not the reality. Some 
countries, such as Bangladesh, Sri 
Lanka and Pakistan, sold off bits and 
pieces of their unwieldy public sectors 
long before the term "privatisation" was 
coined. But what was a relatively iso- 
lated phenomenon has now been ele- 
vated to a creed, embraced by converts 
right across the region, from the Sub- 
continent to the Pacifc Rim. 

The conversion has not been entirely 
spontaneous. Privatisation had indigen- 
ous origins on the Subcontinent during 
the late 1970s, if only in reaction to the 
nationalising impulses of ousted politi- 
cal opponents. But the concept only 
really took root generally in Asia — in 
Asean and East Asia — when mis- 
sionaries from the World Bank, the 
Asian Development Bank (ADB) and 
bilateral aid oan, themselves influ- 
enced by Reaganomics and Thatcher- 
nomics, began spreading the privatisa- 
tion gospel. 

The privatisation debate in Asia has 
been largely stripped of the political 
rhetoric which surrounds it in the West, 
especially in Britain. When the ADB 
organised a seminar on the subject in 
Manila earlier this year there was no 
mentioned of capitalism versus social- 
ism or Right versus Left. 

One reason for this was the prepon- 
derance of technocrats at the meeting. 
Another was the broad political consen- 
sus in Asia — in Rajiv Gandhi's India as 
much as in Yasuhiro Nakasone's Japan 
— that economic progress be pursued 
through whatever seems practically pos- 
sible rather than ideologically accept- 
able. Another reason was the absence 
of trades union representatives at the 
Manila meeting. So far only Thai un- 
ionists have made vigorous and effec- 
tive protest against privatisation in 
Asia, but opposition from the union 
quarter looks more likely than from the 
corner of the political opposition in 
most countries. 

Between the concept and the reality 
of privatisation in Asia, however, falls 
another shadow: the lack of private-sec- 
tor resources to operate public enter- 
prises. Setting aside the argument of 
whether the private sector is interested 
in, or capable of, running enterprises 
with a social component — though it can 
be argue’ that they can scarcely be run 
less efficiently than they are by the state 
in many cases — the question arises of 
where to find entrepreneurs to run them 





Governments seek entrepreneur suitors for state firms x 


Private affair in Asia . 


and capital to fund them. It is one thing 
to make the policy decision favouring 
ublic withdrawal in favour of private 
initiative, but another to stimulate that 
initiative, especially in countries such as 
India where decades of bureaucratic 
control has bred lethargy and a willing- 
ness to accept inefficiency. 
Nevertheless, India is in the van- 
guard of the move toward liberalisation 
and privatisation — both popular 
buzzwords in Asia nowadays. Along 
with countries like, Thailand, Malaysia, 
Singapore and Japan, it is actively dis- 
cussing methods of privatisation rang- 
ing from wholesale disposal of state en- 
terprises to partial disposal or a hive off 
simply of parts of enterprises, such as 
has already taken place in the Philip- 
ines. Only in Indonesia (where state 
involvement in areas such as oil, steel, 
aircraft and shipbuilding is heavy) and 
Taiwan does the privatisation debate 
not appear to have taken hold yet. 


C apital is a major potential problem. 

ere are business groups — such 
as Sino-Thai entrepreneurs in Thailand 
— big enough to take over certain state- 
run enterprises. But Asia generally 
lacks the merchant capitalists who spon- 
sored the industrial revolution in 
Europe, or the big institutional invest- 
ors who helped make it possible in the 
US. Most Asian countries are not an- 
xious to have private groups borrow 
from abroad to finance the takeover of 
public enterprise. It was the foreign 
debt run up by such enterprises (espe- 
cially in Thailand) as well as their im- 
pact on budget deficits which anyway 

elped spur the move toward privatisa- 
tion. Nor, except in Japan or, say, 
Singapore and Malaysia, are domestic 
stockmarkets and capital markets obvi- 
ously big enough to absorb the cost of 
financing privatisation.Foreign invest- 
ment is another option but a politically 
sensitive one. 

Against this sort of background, the 
move towards privatisation in Asia is 
not going to be easy or swift. It is doubt- 
ful —— the concept will change the 
industrial landscape, or indeed the de- 
ficit situation, much before the 1990s. 
And by that time, the passing of the 
Reagan/Thatacher era may have been 
followed by a general return to deficit 
financing, which would ease fiscal pres- 
sures on the state sector. But at least the 
debate has stimulated an examination 
of which —— are best run pri- 
vately and which by the state. o 
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Telecoms and railways, 


going the Japanese way 


By Charles Smith in Tokyo 
JP public sector has undergone 
at least three sweeping transforma- 
tions since industrialisation began in the 
latter half of the 19th century. But the 
current trend towards privatisation of 
major public enterprises such as Japan 
National Railways (JNR) and Nippon 
Telegraph and Telephone (NTT) is al- 
most certainly the most significant — 
and the most politically controversial — 
of the three. 

By divesting itself of JNR and other 
loss-making public corporations, the 
government hopes to lighten the burden 
of state subsidies and reduce the size of 
the national budget deficit — which ac- 
counts for a disturbingly large 3.5% of 
gross national product. Seen in this 
light, privatisation is part of a broad- 
er administrative-reform programme, 
which aims to cut spending within the 
public sector as a whole. It has come to 
represent one of the main pillars of the 
cabinet's strategy for the domestic econ- 
omy under the leadership of Prime 
Minister Yasuhiro Nakasone. 

The privatisation of NTT, already 
underway, reflects a-slightly different 
order of priorities. Before its legal 
status changed on | April, NTT's mono- 
poly on. domestic-telecommunications 
services was already very profitable. 
But the government seems to have felt 
that technological modernisation of this 
industry was being (or could be) seri- 
ously obstructed by continuing the NTT 
monopoly. Privatisation was an urgent 
necessity, from a long-range viewpoint. 

Both NTT and JNR have proved po- 
litical hot potatoes for the government, 
with every step towards privatisation 
fought by a lobby which combines 
bureaucratic — as well political and 
trade union — interests. But privatisa- 
tion is by no means unfamiliar in Japan 
and previous experience with it has usu- 
ally been positive. 

The first round of privatisation in 
Japan's modern history began in 1880, 
when the government began divesting 
itself of loss-making enterprises. These 
had been set up after the Meiji Restora- 
tion — part of a crash programme of in- 
dustrialisation designed to close the gap 
with advanced Western economies. En- 
terprises privatised at this time were 
mainly in the basic or raw-materials sec- 
tors but also shipbuilding and textiles. 
They were bought (in some cases reluc- 
tantly) by major private financial in- 
terests, and have since become the 
foundations of some of Japan's largest 
industrial groupings. 

In the two decades after the privati- 
sation wave of the 1880s, the public sec- 


tor made a moderate comeback — |4NR bullet train: not potatoes. 





thanks to the nationalisation of most of 
the nation's privately held railway lines, 
into Japan National Railways. A second 
important step, taken in the 1920s, was 
the establishment (for revenuc-raising 
purposes) of a state monopopoh: for the 
production and sale of tobacoo and salt. 

But the public sector did not expand 
into utilities, and in pre- World War I 
days, the state-run telegraph and tele- 
phone corporation operated on a fairly 
modest scale. The share of government 
enterprises in the GNP was small until 
after World War II, when a new genera- 
tion of public corporations began 
emerging as part of a strategy for secur- 
ing “balanced economic development.” 


Tu new wave of public corporations 
born in the 1950s and 1960s included 
specialised financial institutions, which 
lent at low rates to strategic sectors such 
as shipbuilding, or to vulnerable sectors 
such as small companies. These banks 
also financed regional-development or- 
ganisations, and organisations charged 
with meeting specific social needs 


(housing or low-cost medical care). 
Another important group of public cor- 
porations undertook public-works pro- 
jects such as express way construction 
or public-housing development. 

The post-World War II crop of pub- 
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lic corporations were financed chiefly 


through a government-sponsored loan 
programme (the so-called Fiscal Invest- 
ment and Loan Programme) which is in 
turn funded by deposits in the Post Of- 
fice Savings Bank and the Post Office 
Life Insurance Fund. Through this stra- 
tegy, the government was able to spur 
rapid development of sectors for which 
private financing was not available with- 
out incurring any fiscal liabilities — at 
least to begin with. Budget funds were 
used increasingly from the late 1960s 
onwards to subsidise interest rates on 
loans to “deserving cases.” 

The usefulness of public-sector cor- 
porations to help priority sectors get 
funding began to decline in the mid- 
1970s, the result of changing social 
needs and a shift in the country's finan- 
cial jstructure which greatly increased 
the availability of bank finance. But at- 
tempts to shrink the system were half- 
hearted until the end of the 1970s, when 
a soaring budget deficit focused atten- 
tior on the alleged inefficiency of the 
public sector. Even then, most suppor- 
ters, of privatisation hailed from big 
business. 

By the end of 1984, the govern- 
ment's record on privatisation in- 
cluded the passage of legislation to 
transfer both NTT and the state tobacco 
monopoly to the private sector, as 
well as the winding up of a number of 
smaller public corporations which were 
thought to have served their purposes. 
Progress on the privatisation. of JNR 
is expected later this month, whem a 
special panels report is due, and it 
is possible that legislation may follow 
before the end of 1986. But in nearly 
every past privatisation case, the 
measures taken have fallen well short 
of initial targets. | 
For example, when the state. to- 
bacoo corporation was transferred to 
private ownership at the end of 1984, 
a system of “automatic” purchase of 
the entire domestic tobacco crop was 
retained — against the advice of a 
government advisory council. In the 
case of NTT, a proposal to split 
it up into a central organisation 
and a series of regional com- 
panies was abandoned during 
the drafting stages of the priva- 

tisation plan. 
Privatised entities dike 

NTT are being converted by 
| stages into joint stock com- 

panies whose shares «will 
|, eventually be quoted on 

| the Tokyo Stock .Ex- 
change. But in many cases 

the government will, re- 
main a major shareholder 
even after privatisation 
has been completed., The 
state will hold a third of 
NTT's shares after the flota- 
tion later this vear, and it is ex- 
ected to retain a two-thirds holding 
in the tobacco corporation. oO 


A 
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Buses in Bangkok: heavy losses. | 





Thailand's market route 
towards privatisation 


By Paisal Sricharatchanya in Bangkok 


Aoun the number of state corporations has gradually dropped from a 
peak of 109 near the end of the second five-year plan (1967-71) to roughly 
70 today, their total size has risen ġreatly in terms of operational scope, work- 
force and debts. Largely autonomous from the central government, the state 
enterprises spent Baht 208 billion (US$8 billion) in fiscal 1983, surpassing the 
government budget by 17%. Their estimated US$5 billion foreign debt (as at 
April 1985) accounted for 64% of the country's aggregate public-sector exter- 
nal debt. Most are inefficient and either low-yielding or loss-making. 

The government has been forced to take a more serious look at privatisa- 
tion in recent years. At the urging of the World Bank and conditional to Thai- 
land's first structural adjustment loan (SAL), the cabinet decided in October 
1982 to institute a major price reform for five large enterprises (REVIEW, 3 
Dec. '82). Four of the corporations (including those which run Bangkok's 
buses, the national railways, and the Bangkok and upcountry water supply) 
had all been losing heavily. In 1984, the government decided on a programme 
of partial er total privatisation. 

In January 1985, the government decided that portions of the Electricity 
Generating Authority of Thailand (EGAT) and Thai Airways International 
(the flag carrier) — both profitable and well-managed — should be divested 
through the stockmarket. 

Problems standing in the way of privatisation include complex legislative 
procedures (which effectively bar share divestment), vested interests (involv- 
ing retired senior military men appointed to the boards of many corporations) 
and a vocal and powerful 250,000-strong labour force prone to put up stiff re- 
sistance. 

State enterprises are dominant in public utilities. EGAT and two other 
agencies — the Metropolitan and Provincial Electricity Authorities — to- 
gether monopolise power generation and distribution. Adding the Petroleum 
Authority of Thailand (PTT, the national oil company which controls roughly 
a third of the market for oil refining and marketing), the four account for more 
than 60% of state-enterprise investment outlays, All have been profitable. 

Although authorities are trving to privatise parts of some money-losing 
agencies (such as the Bangkok bus operations and some of the telephone ser- 
vice), the principle of retaining control over all public utilities remains. These 
are regarded as social services, with national-security implications. However, 
foreign participation is possible — at least in principle. 

Aside from a monopoly position in domestic and international air trans- 
port, telecommunications and cigarette production, public-sector firms have 
varying market shares in finance and banking, services, trading and manufac- 
turing. These operations are all far smaller than similar private-sector ac- 
tivities. 

The odd collection of about 20 manufacturing concerns seems the most log- 
ical target for privatisation or closure. The government can realistically aim 
for private investment in a new breed of “national companies" created over 
the past two years. Basically public-private joint ventures, these are undertak- 
ing large industrial projects, such as the planned petrochemical and fertiliser 
complexes on the eastern seacoast. 
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BUSES GO FIRST 
IN SRI LANKA 


By Manik de Silva in Colombo 

he free enterprise approach of Junius 

Jayewardene’s government, has 
naturally led to privatisation in Sri 
Lanka. The most visible example of 
privatisation is the country’s buses, for- 
merly a state monopoly of the Ceylon 
Transport Board. 

Finance Minister Ronnie de Mel told 
the REVIEW that the government has 
taken a policy decision not to go into 
any activity that the private sector can 
do better. It is also willing to hand over 
to the private sector some activities now 
run by the state. Telecommunications is 
up for grabs and a clutch of big interna- 
tional firms are vying hard to enter the 
market on a joint venture basis with the 
government. Inefficient government- 
owned textile mills, which have been 
handed to British and Indian private 
operators, are now earning profits. 

The state-owned Ceylon Shipping 
Corp. no longer has a monopoly on 
local shipping. The government's sugar 
corporation is unhappy about ongoing 
talks at the agricultural ministry on the 
handing over of some of its factories to 
private management. 

Supporters of the opposition Sri 
Lanka Freedom Party privately admit 
that land reforms in the early 1970s 
under which the big plantations were 
nationalised, have not been the success 
they nad hoped for. Two giant govern- 
ment corporations, the Janatha Estates 
Development Board and the State 
Plantations Corp. have continued to run 
the big estates. 

It was recently reported that the 
country's biggest coconut-oil mill, which 
had been taken over by the previous 
United Front government from the Bri- 
tish Ceylon Corp., will be leased. The 
manufacturing 
monopoly has been broken and the 
state-owned Sri Lanka Cement Corp., 
is now in a financial mire and desper- 


ately looking to an unsympathetic 
| Treasury for help. 
There are strong and persistent 


rumours that the government is think- 
ing of washing its hands of its lücrative 
liquor monopoly. The state-owned Dis- 
tilleries Corp. has been earning very big 
revenues for the Treasury and the Fi- 
nance Ministry and is not keen on hand- 
ing over a money-making business to 
the private sector. 

In his last budget speech de Mel said 
that he strongly believed that a healthy 
public sector should exist side by side 


| with the private sector in poor Third 


World countries like Sri Lanka. "Unfor- 
tunately, however, some public enter- 
prises are becoming an intolerable bur- 
den on the budget and the people of the 
country. oO 
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Commercial Bank of Manila: going, going, gone. 





The Philippines prepares 


for a massive auction 


By Jose Galang in Manila 


3 jas Philippine Government first noted the need to privatise industries it 
had earlier established or taken over from the private sector in 1982, when 
the national budget deficit reached worrying levels. 
From only 32 in 1972, the number of government corporations has risen to 
94 parent firms (with 149 subsidiaries) and single-entity firms. But with the 
need for austerity measures, the government sees no alternative but to 
privatise. This is evident from recent moves by the government-owned Philip- 
ine National Bank and the Development Bank of the Philippines — the two 
inancial institutions with the greatest number of foreclosed private entities — 
to sell most of these businesses, including approaches to foreign interests. 
The foreign influence in the privatisation effort is evident in the conditions 
that the Philippine Government has agreed to in securing financial assistance 
from such multilateral agencies as the Asian Development Bank and the 
World Bank. In 1984, a loan primarily designed to assist the state-run Philip- 
pine National Oil Co. (PNOC) improve oil-refinery efficiency was granted on 
condition that part of the money would be spent on a feasibility study on the 


_ privatisation of PNOC. 


The government's presence is seen in a wide range of industries and ser- 
vices: agriculture, banking, airlines, construction, tourism, energy develop- 
ment, shipping. steel production, mining, fertiliser manufacturing. food mar- 
keting and real-estate development. 

Most industries believed to be facing sale to private interests are those ear- 
lier foreclosed by government financial institutions. But there appears to be 
no plan to transfer the more sensitive industries — such as energy and trans- 
portation. The current thinking seems to favour selling off chunks, instead of 
whole Ene, or even conglomerates. Among those firms to be placed on 
the auction block: Delta Motor Corp. (the assembler of Toyota vehicles for- 
merly run by presidential "crony" Ricardo Silverio), Resort Hotels Corp., 
Pilipinas Bank, International Corporate Bank, Commercial Bank of Manila, 
and Bataan Pulp and Paper Mills Inc. The Development Bank of the Philip- 
pines is currently seeking bids for many of the enterprises it had taken over. 

The only motive cited by government officials for the sales of some indus- 
tries is to stop the budget drain. This year, for instance, the government ex- 

ts the 15 biggest state corporations to incur a combined deficit of some P 10 

illion (US$542 million). Capital outlays for these units this vear are expected 
to total P12 billion. Most of these state corporations get annual allocations 
from the budget. 

Government participation was originally aimed at stimulating certain sec- 
tors, and rationalising others. Critics of this policy insist that government par- 
ticipation has not only failed to achieve these goals, but has contributed largely 
to the country's economic crisis, | 

The combined effects of the current financial crisis and very high interest 
rates do not appear to favour privatisation. Bankers and industrialists have 
also suid the government sets unrealistic prices when it seeks to privatise. 









Retreat from 
public empire 
in Rajiv's India 


! 
By Mohan Ram in New Delhi 

he change in India's political leader- 

ship, with Rajiv Gandhi taking over 
as prime minister, has aroused hopes of 
a change in the governments doc- 
trinaire attitude towards the private sec- 
tor. Early this year, Gandhi said that the 
public sector "has spread to too many 
areas where I feel it should not be." 

Rajiv Gandhi's accent is on produc- 
tivity and modernisation of industry 
rather than on expansion of the public 
sector. It is not merely a question of 
stepped-up investment but of efficient 
investment. At the same time, the gov- 
ernment has begun to rely on the private 
sector for investment, modernisation 
and increased productivity. 

Public-sector enterprises (now num- 
bering 217) account for a large propor- 
tion of production in key industries (for 
example, 96.7% in coal, 100% lignite, 
100% crude petroleum, 75.11% steel 
ingot, 74.53% saleable steel, 27.85% 
aluminium, 100% copper. 47.65% nit- 
rogenous fertiliser and 27.34% phos- 
phatic fertiliser) as well as the bulk of 
output of heavy engineering. 

Public-sector activity also extends to 
trading, transport services, construc- 
tion, project exports, consultancy and 
financial services, power generation, 
hotels and tourist services. Its products 
include consumer goods ranging from 
bread and textiles to bicycles and 
pharmaceuticals. In addition, the state 
directly runs the railways and post and 
telecommunication services. It owns 
more than 90% of the banking industry 
and monopolises the  life-insurance 
business. 

So far, the government's thinking on 
privatisation has moved along the fol- 
lowing lines: 

» No more takeovers of "sick" indus- 
trial units, to save jobs. 

» Closing down (if there are no private 
buyers) of such "sick" units if there is no 
chance of making them viable. Top on 
the agenda is the closure or sale of 26 of 
the 100 or so "sick" textile mills (out of 
the country's more than 600 mills). 

» Liquidation or sale of units which are 
losing chronically and are not viable. In 
this connection are: the Hindustan 
Works Construction, whose capital has 
been wiped out and which has been fac- 
ing competition from other state-owned 
units; two bicycle-manufacturing units 
(Cycle Corp. of India and the National 
Bicycle Corp.) among others. 

> Inviting experts from the private sec- 
tor to serve as directors on the boards of 
major public-sector undertakings to in- 
crease their efficiency. Particularly 
mentioned is the Steel Authority of 
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India, which is the holding company for 
the state-owned steel plants. 1 has n 
losing heavily while the country's oldest 
steel plant, run by the house of Tatas, 
has been running profitably. 

» Farming out to the private sector 
areas which had belonged to the state. 
Early in June the central government 
asked state governments to consider in- 
volving private parties in laying toll- 
linked express highways as an alterna- 
tive to existing ordinary highways which 
are toll-free. 

» Also proposed is privatisation in bits 
and pieces. For instance, Hindustan 
Machine Tools, a highly successful op- 
eration, went into wrist-watch manufac- 
turing (with great success). 

A suggestion made in the current 
privatisation debate is that the state 
should lessen its equity in some profit- 
making enterprises. This will release 
funds for the state, bring these enter- 
prises under public scrutiny and make 
for more efficient management. There 
are rumours that a beginning will be 
made with petrochemicals. 


F is hard to pinpoint the chief motive 
for privatisation. The pressure on the 
budget is mounting, with huge deficits, 
mainly because the government has 
been unable to control operating expen- 
diture, such as salaries, subsidies on 
food, fertiliser and defence. The public 
sector has failed to generate the neces- 
sary resources for development. With a 
capital investment of Rs 298.96 billion 
(US$24.3 billion) in 213 enterprises dur- 
ing 1983-84, the 201 reporting com- 
panies together earned a mere 0.8% as a 
percentage of capital employed. In 
comparison, the large and medium- 
size non-government companies 
showed a return on capital of about 6%. 

India's public enterprises are funded 
by share capital, long- and medium- 
term loans and cash credit from banks, 
besides internal resources and provi- 
sions like depreciation. These enter- 
prises pay excise and other duties, cor- 
porate taxes and dividend to the state. 
The dividend goes into the capital 
budget of the government. 

The state 1s in some areas (like steel, 
metallurgy, heavy engineering, power- 
generation equipment) because the pri- 
vate sector could not or would notinvest 
on the scale needed. In some other 
areas like oil refining and distribution, 
the state set up its own operations first 
and later nationalised the private units. 
The most efficient state-run units are 
the petroleum-related undertakings and 
the two airline companies. The least ef- 
ficient among the major units are the 
steel plants. 

Surprisingly, there has been no de- 
mand from private industry for privati- 
sation of any particular state enterprise. 
It is satisfied, at least for the present, 
with the concessions it got in the last 
budget to stimulate investment and pro- 
duction. ü 
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public enterprises 


By Paul Ensor in Seoul 


faction of liberal economists in 

South Korea favours privatisation, 
but there is as yet no general move to 
privatise the 25 public enterprises (PEs) 
in which the government has a major- 
ity. In the interests of broader policy, 
five commercial banks were privatised 
in 1982-83. A few other companies have 
been sold off to the private sector, but 
advocates of privatisation complain that 
entrenched interests stand in the way of 
privatisation, or even a change of status 
from government-owned to govern- 
ment-invested enterprise. 

Several public enterprises have been 
sold since 1980, including the Korea Oil 
Co., sold to the Sunkyong Group in 
1982. Korea Air (then Korean Airlines, 
plagued with huge losses) was sold to 
the Hanjin Group in 1969; by 1975, 
KAL was back in the black. The gov- 
ernment is not planning any further 
sales of public enterprises in the near fu- 
ture. 

Since 1980, the flow has not been en- 
tirely in the direction of privatisation. In 
1980, the government took over an ail- 
ing heavy-industries subsidiary of the 
Hyundai group and created Korea 
Heavy Industries (KHI), a public cor- 
poration. KHI is now owned by Korea 
Electric Power Corp. (Kepco), the 
state-owned utility. 

In the case of the banks, all the gov- 
ernment-held equity was sold off at 
once. Sometimes only part of a PE ts 
privatised, changing its status; in 1982, 
the Korea Telecommunications Au- 
thority (KTA) became a public corpora- 
tion by selling a minority holding to pri- 
vate buyers. 

Deficits are not the main issue in 
privatisation: overall policies, which 
take industrial and economic factors 
into account, are more important. PEs 
are mainly funded through direct charges 
to consumers. Only a small number of 
PEs are directly subsidised by the gov- 
ernment, and the financial arrange- 
ments differ. There are several types: 

» Government enterprises, which are 
10096 held by the government. 

» Government-invested enterprises 
(public corporations), more than half- 
owned by the government, though the 
average is 97%. Top management is 
state-appointed — for example, Korea 
Development Bank (KDB) or Kepco. 
» Subsidiaries of government-invested 
enterprises — for example, KHI. 

» "Other" government enterprises — 
in which the porron has a minority 
holding — for example, Data Com- 
munications, Pohang Iron & Steel Co., 
Korea Exchange Bank. 

The five government enterprises 
have special accounts in the national 


budget; the rest hold independent ac- 


counts. 


Improving the efficiency of PEs has ` 


received a great deal of attention in rē- ` 


cent years. According to one Korea 
Development Institute report, man- 
agerial inefficiency is rife, due to 
overlapping authority by different gov- 
ernment agencies, complicated budget- 


deliberation processes, centralised — 
commodity procurement, excessive — 
government interference and in- 


adaquate incentive systems. The report 
also blamed the appointment of outsid- 
ers (often ex-generals or retired civil 
servants) to high positions. 


ublic enterprise saw its heyday in the 
1960s and 1970s, growing faster than 


the economy as a whole. In 1972, 87% ` 


of finance was carried out by state- 
owned banks and financial institutions, 
a third of manufacturing, and almost a 
fifth of transport. The shares in all of 
these areas has dropped, as the econ- 
omy -has grown faster than the public 
sector, and some PEs have been sold 
off. PEs tend to hàve high capital inten- 
sity; to produce import-substituting 
rather than export goods, and often 


have a monopoly, or semi-monopoly. f 


Reasons for entering areas such as steel 


and fertiliser are the same as in other de- | 
veloping countries — the government's - 


desire to develop a strategic industry 
when no one else can take the risk. 
South Korean Government-business 


relationships are such that if there are : 


no obvious buyers for privatised enter- 
prises, the government can still prevail 
on some large company or group to buy. 
So far that has not been a problem. In 


the case of the banks, restrictions had to | 


be' placed on equity ownership to pre- 


vent the large business conglomerates |. 
(chaebol) from buying their own group E v 


banks. 


INDUSTRIES 
CONTROLLED 
BY PEs (1984) 


Postal services 
Telecommunications 
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By V. G. Kulkarni in Singapore 


Jn 1984, the Ministry of Finance con- 
Mducted a review of the government's 
role in the Singapore economy and drew 
 upa series of guidelines for “all govern- 


ment companies, including those which 
are owned by the statutory boards." 
The government will start up new 
priority industries “only where private 
entrepreneurs do not have the will or 
the money to undertake projects on 
| their own or where it is RAH for gov- 
ernment to provide the entrepreneur- 


hip.” 

J The government will seek listings on 
the Stock Exchange of Singapore (SES) 
of public sector companies whenever 
possible. 

> The government will keep its control- 
| ling interest in "critical companies 
Which are considered to be vital to the 
national interest. " 

» The government will sell off through 
. the SES minority stakes in companies in 
- which effective control by the state is 
— deemed not essential. 
| | The government owns or controls 
- 450 companies and about 40 more are 
| owned by the statutory boards. In 1983, 
| as 
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| By Husain Haqqani in Islamabad 
? 'he privatisation debate in Pakistan 
. M began in response to the large-scale 
nationalisations of 1972-77 under the 
. ruling Pakistan People's Party (PPP) led 
». by Zulfikar Ali Bhutto. Nationalisation 
- at that time affected commercial bank- 
. ing, insurance and manufacturing, and 
was ostensibly aimed at breaking the 
concentration of corporate wealth in the 
hands of a few families. Previously, the 
| government had restricted its role to 
| providing essential services in trans- 
|» port, communications and energy. 
Although almost all the industries 
. nationalised were making a profit under 
E private management, their pen aetv 
. fell after nationalisation. By the time 
the Bhutto government fell in 1977, 
= nationalisation was under attack from 
| opposition politicians and businessmen, 
and privatisation was being offered as 
an essential alternative. 
| Nationalisation of the cotton-gin- 
| ning, rice-husking and flour-milling 
units was reversed soon after the change 
| of government with the mills returned 
to their previous owners. Two other 
| nationalised units, Ittefaq Engineering 
gend Foundry at Lahore and Nowshera 
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total paid-up capital of the 450 com- 
panies was S$2.4 billion (USS$1.1 bil- 
lion) with fixed assets of S$18.2 billion. 
Shareholders' funds totalled S$6.5 bil- 
lion and turnover was S$8 billion, equi- 
valent to 24.6% of the 1983 gross 
domestic product. 

Sectors in which the government re- 
tains stakes vary from the well-known 
involvement in shipbuilding (Jurong 
Shipyard, 43% , Singapore Shipbuilding 
& Engineering, 86.8% ) and aeronautics 
(Singapore Airlines or SIA, 80.9%, 
Singapore Aircraft Industries, 100% ), 
to the less obvious such as bird parks 
ente Bird Park, 100%) and sport 
Sentosa Golf Club, 100%, Parkland 
Golf Driving Range 85%). 

The sharp end of the government's 
involvement in the economy could be 
said to be the 70-odd companies directly 
controlled by the three holding com- 
panies, of which Temasek Holdings is 
by far the most important. Temasek’s 
unaudited consolidated net assets 
amount to S$4.1 billion. 

The industry which is most dom- 
inated by the government is undoubted- 


Undoing nationalisation 
the task in Pakistan 


Engineering Co. were also divested, 
with combined losses of Rs 149 million 
(US$9.3 million) for the nationalised 
period. But privatisation could go no 
further, with former owners reluctant to 
accept back loss-making industries and 
new investors not forthcoming. 

Another obstacle was opposition 
from organised labour, which expected 
massive retrenchments in the event of 
privatisation, The government adopted 
the porey of encouraging 
fresh investments in the 
private sector, while con- 
centrating on — 
the efficiency of state- 
owned enterprises. (The 
share of gross fixed in- 
vestment by public-sec- 
tor enterprises in large- 
scale manufacture fell 
from 21% in 1977 to 7% 
in 1984.) 

At present, the gov- 
ernment fully controls 
commercial banking, in- 
surance, telegraph and 
telephones, railways, 
electricity generation 
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d rig-building and repair 
nc Al l » area that the 
first privatisation seems likely. Mit- 
subishi Heavy Industries of Japan has 
reached a tentative agreement to buy 
the 44% stake of Mitsubishi Singapore 
Heavy Industries held by the Singapore 
Government and the 5% stake held by 
the state-owned Development Bank of 
Singapore (DBS) as a step towards re- 
orienting the company away from ship 
repairing altogether. Other government 
interests in shipbuilding are 100% of 
Sembawang Holdings, 68% of Keppel 
Shipyard and its subsidiary, Far East- 
Levingston. The only large yard in pri- 
vate hands is the Hitachi Zosen Robin 
Dockyard. 

Another sector dominated by the 
government is petrochemicals. Pet- 
rochemical Corp. of Singapore is 47.5% 
owned and Phillips Petroleum Singa- 
pore Chemicals features a government 
holding of 25%, as does The Polyolefin 
Co. of Singapore. 

Apart from SIA, the state is heavily 
involved in other transport companies, 
nothbly liner shipping where it holds a 
62.27% stake (through Temasek) in 
Neptune Orient Lines. It also controls 
buses through the listed Singapore Bus 
Service, and taxis through 31%-owned 
SABS and its informal protege, NTUC 
Comfort, which is run by a union 
cooperative. 

Up to now, privatisation has mainly 
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and distribution and the electronic 
media. It has dominant interests in ship- 
ping, airlines, petroleum and natural- 

as development and distribution, min- 
ing and agricultural storage. It competes 
with the private sector in most manufac- 
turing, transport and consultancy ser- 
vices. Three of the government's largest 
economic operations are undertaken by 
government departments, with the rest 
under state-owned corporations. 


At eight years of discussion over 
privatisation, the government final- 
ly announced its policies and priorities 
along with the annual budget this year. 
Financial institutions presently under 
government control will not be privatis- 
4 ed, though permission 
will be granted for new 
pron commercial 
anks. State enterprises 
will be privatised only 
gradually and in part, 
through stockmarket of- 
ferings and the govern- 
ment will not relinquish 
control of any of its cor- 
porations for now, 
According to Finance 
Minister Mahbubul Haq 
— a champion of privati- 
sation — the government 
will offer shares worth 
Rs 2 billion this year in 
profitable corporations, 
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taken the form of shares being awarded 
or sold to employees of government- 
owned companies. This is the case with 
SIA, whose staff controls about 20% of 
the equity, some of which is being 
bought in instalments. 

The government has been tipped for 
some years as being willing to sell off its 
stake in detergent and property com- 
pany United Industrial Corp (16.575) 
and Acma Electrical Industries 
(12.295), but has so far made no move. 
Other companies now reckoned to be 
prime candidates for privatisation are 
DBS, DBS Land, SIA, Singapore Na- 
tional Printers (100%-owned), and 
Singapore Shipbuilding and Engineer- 
ing. The government has also indi- 
cated its willingness to sell its holdings 
in the hotel sector, which includes 
Hotel Premier and a large holding in 
the Raffles City development through 
DBS. 

The SIA float, which has been pre- 
dicted to take place in September, may 
well have to wait a few months until the 
stockmarket picks up from its three- 
year low. Most brokers expect that DBS 
will handle the share issue, which ts ex- 
pected to be about 15% of the issued 
share capital of S$220 million. Some 
brokers believe that for some of the 
smaller and less attractive companies 
the government wants to sell off, the 
government may have to release savers’ 
Central Provident Fund money. o 





with up to 49% of some enterprises 
being privatised. Haq believes there will 
be few buyers for losing companies but, 
“as more enterprises become efficient, 
we will have no hesitation in putting 
their shares on the market.” 

Of the government's privatisation 
philosophy, Haq said, "in a country 
lacking in the supply of basic needs and 
starving for public services, the govern- 
ment is engaged in commerce and in- 
dustrial activities which can as well be 
carried out by the private sector." But 
despite Haq's protests that the govern- 
ment is not liquidating its assets and 
"there is no financial motive. behind 
privatisation,” selling of state-enter- 
prise shares will be a major source of re- 
venue as the government tries to de- 
crease its reliance on deficit financing. 
The budget for the current fiscal year 
(which began on 1 July) relies partly 
upon privatisation revenues, 

A problem associated with privatisa- 
tion is the concentration of wealth in the 
hands of a few. In addition, most Pakis- 
tani businessmen seem interested in 
short-term profit through state financ- 
ing and are unlikely to re-invest. But in 
some areas, such as transportation and 
manufacturing, privately owned com- 
panies have competed successfully 
against government-enterprises and in 
the case of nationalised industries, most 
had been profitable under earlier pri- 
vate: ownership. 
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A fast-diminishing public 
presence in Bangladesh - 


By S. Kamaluddin in Dhaka 


A" official policy shift favouring privatisation began in late 1975, following 
the change of government after the assassination of Sheikh Mujibur 
Rahman — and it was reflected in the new industrial policy announced in De- 
cember that year. Privatisation received a tremendous boost in June 1982, 
when the government (through its new industrial policy or NIP), provided 
many more facilities and incentives to the private sector and opened up most 
sectors to private (domestic and foreign) investment. 

The six sectors reserved for the government were defence, atomic energy, 
air transport, telecommunications, generation and distribution of electricity 
and logging. Power generation and distribution may eventually be opened up 
to private ep t however. 

Even after the transfer of 33 jute mills to the private sector in recent years, 
the government still controls more than 60% of jute-goods manufacturing ca- 
poco while a third of the country's weaving and spinning mills are in private 

ands. Some transportation (air and rail) is under total government control 
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workers: still plenty of government involvement. 


Jute-mill 


while the private sector owns the lion's share of the road and river transport 
systems. Construction is in private hands. Manufacturing, especially large 
units, is the province of the public sector, though private enterprise is increas- 
ingly cutting in. 

Large parts of the jute and textile industry have already been handed over 
to the private sector. Other smaller units in engineering and manufacturing 
are likely to be offered soon. The government may sell up to 49% equity stakes 
to private investors in government-owned banks, shipping lines, the national 
airline and the telephone industry via the stock exchange. This will generate 
funds for development projects and to ease the budget deficit. Foreign invest- 
ors are also to be allowed in. 

Several important corporations which sustained losses during the fiscal 
1984-85 (ended June) were the Bangladesh Jute Mills Corp., the Sugar and 
Food Industries Corp. and the Steel and Engineering Corp. Three other cor- 

orations made net profits however — Bangladesh Textile Mills Corp., 

angladesh Chemical Corp. and Bangladesh Forest Industries Corp. These 
corporations function with independent accounts, but their development pro- 
grammes are reflected in the national budget. A large portion of the profits 
earned by these corporations becomes part of government's revenue. 

The inefficiency of public-sector undertakings is most marked in areas such 
as machine tools, dry docks and general electrical machinery. But shifting the 
burden to private hands will be difficult, as hardly a private group exists in the 
country with the funds and management expertise to take over any of the 
major state undertakings, and foreign firms are not allowed to take over the 
entire equity of such units. The Dhaka stock exchange is becoming more re- 
sponsive to privatisation offerings though its capital base is still narrow. 
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The omnipresent state 
sector in Malaysia 


By James Clad in Kuala Lumpur 
Mises plan to privatise parts of 

its large government machinery re- 
sults from the leadership's realisation 
that public spending has now reached 
untenable and distorting proportions. 
While Prime Minister Datuk Seri 
Mahathir Mohamad has toned down his 
privatising rhetoric (a result, critics say, 
of a dawning awareness of the com- 
plexities of the exercise) his govern- 
ment’s commitment to cut back the 
number and role of public enterprises is 
now seen as irreversible. 

In Malaysia, government enterprise 
shows a many-sided face. In addition to 
“normal” things governments do else- 
where — run railways, operate telecom- 
munications or clear drains — public 
agencies have been created for nation- 
building, land-clearing, industry-creat- 
ing, China-trading, income-redistribut- 
ing, ethnic-balance correcting and even 
pilgrimage-organising purposes. 

According to Treasury estimates, 41 
"large" public authorities (known as 
off-budget agencies, or OBAs) last year 
absorbed about M$9.7 million (US$3.9 
million) in operating costs and spent 
nearly M$16.5 billion. The officials de- 
fine OBAs as entities (whether bodies 
corporate or departmental agencies) 
with a cashflow in excess of M$5 million 
in which Malaysia's federal government 
has a majority stake. Some of the more 

rominent OBAs include the Federal 

and Clearance and Development 
Agency (Felda) and the Malaysian 
Rubber Development Corp. (Mardec). 
There are other government holdings 
with revenues falling below the M$5 
million base line. 

The officially acknowledged OBAs 
leave out the creatures set up by Malay- 
sia's 13 states, some of which — such as 
Sabah or Trengganu — have mounted 
expensive programmes to develop natu- 





70 


ral resources, using public enterprises. 
Many of these are huge: Sabah's public 
corporations, exploiting natural gas and 
other energy resources, have spent bil- 
lions of dollars in recent vears. 

More than any other factor, the pub- 
lic sector's steadily lengthening shadow 
over the economy results from a mar- 
riage of government money with the 
New Economic Policy (NEP) — a 20- 
year programme begun in 1970 to redis- 
tribute jobs, skills and corporate equity 
to Malaysia's bumiputras (indigenous 
people, mainly Malays). 

The result has been an unparalleled 
expansion of the state. What one com- 
mentator calls “bumiputra participation 
agencies" grew enormously during the 
1970s: in 1964, only 47 public enter- 
prises existed, mostly for “orthodox” 
administrative reasons (railways, drain- 
age boards, harbour authorities and the 
like). By the end of the following de- 
cade, 103 new agencies had joined the 
government stable, 59 of which were 
exclusively bumiputra in orientation. 


| n the late 1970s, even more ambitious, 
publicly funded agencies began ope- 
rations. One has exclusively NEP aims 
and the other assumes an ostensibly na- 
tional outlook but works closely to NEP 
objectives. Permodalan Nasional Bhd 
(PNB) and a related share-dividend dis- 
tribution scheme, the Amanah Saham 
Nasional, have now become the first- 
and third-largest owners of publicly 
listed shares, while the Heavy Indus- 
tries Corp. of Malaysia (Hicom) has led 
Malaysia's public-capitalised drive to 
develop heavy industries. 

Besides PNB, the better-known 
NEP creations include Pernas (a state 
trading corporation), the Urban Deve- 
lopment Authority and Fima — a foods 
processing corporation. Large state 





contributions or capitalisation have 
gone into other institutions that, while 
incorporated as companies, are strongly 
bumiputra in profile. Bank Bumiputra 
is an example. 

Up to now, the government has plan- 
ned to divest, under various formulas, 
only the more “orthodox” and either 
currently or potentially lucrative public 
enterprises. Targeted especially are the 
Telecommunications Department and 
Malaysian Airlines System (MAS), but 
hitherto public-owned services or as- 
sets, such as aircraft-maintenance work- 
shops (Malaysian airforce), roads and 
highways (Ministry of Public Works) 
and container-terminal operations (port 
authorities) are also being privatised. 

For Telecommunications and for 
MAS, divestment schemes are now 
being negotiated: Malaysian Interrna- 
tional Merchant Bankers has devised 
MAS’ divestment while the Arab Ma- 
laysian Merchant Bank's report on 
Telecommunications will result in the 
assumption of control of this depart- 
ment by a wholly owned government 
corporation — which will then hive off 
selected functions to private enterprise. 
Meanwhile, profit-making MAS may 
become a private corporation over a 
period of three years, with three 
tranches raising a total of M$650 million 
in new capital. 

Other options for the government 
range from complete, divestment 
through open-market sales to sophisti- 
cated leasing, management-contracting 
and re-incorporation of agencies as 
joint-venture firms. For example, a 
joint-venture company, Aerospace In- 
dustries Malaysia, will take over the air- 
force's maintenance facilities; its share- 
holders include the government, United 
Motor Works and MAS. Another ap- 
proach lies in the method used to 
"privatise" a bypass road in the Kuala 
Lumpur area, now leased and managed 
by a private company, Shapadu. In 
another move, a third television chan- 
nel began operations, not under the 
government broadcasting system, but 
under a private company, Televesyen 
Malaysia. oO 
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Brown Boveri 

build teamwork that 
builds highly 

efficient steam power 
plants fast, like the 

3 x400 MW plant at 
Ulsan, Korea. 
Practice makes 


One of the three 400 MW steam turbine One of three unit consoles in the main 
generator sets in the Ulsan power plant. control room. 


No. 1 for efficiency 


BBC Brown Boveri led the 
consortium that built 

the Ulsan power plant. Time 
was short, so close team- 
work was called for. Brown 
Boveri built that, too. 

Ulsan is now Korea's most 
efficient power station. 


One reason is the thorough 
training that station 
personnel received. Quick 
start-up instilled a confi- 
dence since shown to be 
justified. Brown Boveri prac- 
tice makes perfect. 
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BBC also supplied the three Playing an important role in 
400 MW turbine-generators providing the world with 
and their controls, the sta- facilities for generating, dis- 
tion auxiliaries, automation tributing and utilizing elec- 
and instrumentation, tricity, Brown Boveri are well 
the feedheating and water accustomed to building a 
treatment plant, and all winning team. 

the switchgear and trans- 

formers. 


BBC 


BROWN BOVERI 
BBC Brown Boveri in South-East Asia, Australia and New Zealand 


Australia: Brown Boveri (Australia) Pty. Limited, P O. Box 747, Marayong, N.S.W. 2148, Australia. Hong Kong: BBC Brown Boveri Ltd. 
G.P.O. Box 448, Hong Kong. Indonesia: P T. Mega Eltra, Postbag 109, Jakarta, Indonesia. Malaysia: Brown Boveri (M) Sdn. Bhd., P. O. Box: 
404, Jalan Sultan, Petaling Jaya, West Malaysia. New Zealand: Brown Boveri (New Zealand) Ltd., P O. Box 12248, Wellington Asa 
New Zealand. Philippines: BBC Brown Boveri (Fil) Corp., MCC P.O. Box 1732, Makati, Commercial Center, Philippines. Republic o™ 
Singapore: BBC Brown cove (S.E.A.) Pte. Ltd., P O. Box 95, Pasir Panjang, — 9111. Thailand: BBC Brown Boveri (Thailand) Ltd. 
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our Asian customers better 
than any other bank can” 


Philip Deer, 
General Manager, wl Se 
Westpac Asian Division. |) i: 7g “Surely, it was no 
| Hà © 22 coincidence that Asian 
à n E Finance magazine recently 


voted Westpac Managing 


[n fact, the Asian region is 


already the world's fastest 
growing commercial sector. = ) Director. Bob White. as 
But like anywhere inthe Ya "m \ BANKER OF THE 
world, for business to keep vo — YEAR’ Wshous we 
mean business!" 
No other bank 












thriving here, a strong banking 


connection is vital. ERR — i 
RM TE . V Y \ Serves your 


Westpac is the bank for you. 
Westpac is Australia’s largest = business better 
bank with offices in all the key — ENK NMIN than Westpac 
SSS | JV = JS. ] whichis why we 
should be talking 


financial centres of Asia. 

According to Philip 
Deer, General Manager of 
Westpac Asian Division, 
“We recognise the huge 
potential here and are 

dedicated to serving 


-— to each other. 


Westpac 
Australias world bank. 
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€ IF bank regulators are prepared to 
accept perpetual floating-rate notes as 
more or less equity, while investors are 
prepared to buy them without demand- 
ing full equity participation in the issu- 
ing company, how can any blue-chip 
bank resist the opportunity? One Hong- 
kong and Shanghai Banking Corp. 
(HSBC) executive likens the US$400 
million HSBC issue, announced on 11 
July, to ^getting a drink while the bar is 
open." 

It is a mark of Hongkong's regained 
political stability that investors are pre- 
pared to accept any sort of perpetual lia- 
bility drawn on HSBC, let alone at 25 
basis points above the London inter- 
bank offered rate (Libor) — a margin as 
fine as that won by any of the British 
banks which have raised a total of 
US$3.5 billion in perpetual floaters in 
the London market over the last two: 
months. 

HSBC is proving the bankers’ maxim 
that credit is given most easily to people 
who do not need to borrow. Its end- 
1984 published capital/assets ratio of 
4.47% stands favourable comparison 
with most US or British rivals. An ac- 
quisition ahead, perhaps? The bank 
says no such proposal is currently being 
considered, though it does in the same 


breath justify the new issue as a means. 
to "support continuing growth in the - 


group's global balance-sheet." 


The main justification for the issue 


must be reckoned the cheapness of 


funds, though the bank is too polite to | 


put it quite so bluntly — at least before 
the subscriptions are in. It is long-term 


money at short-term cost, callable after - 


five years, and carrying the quali- 
ties of equity without the open-ended 
commitment to ever-increasing divi- 
dends. 

Beyond that, it is a useful con- 

tingency exercise for the inevitable day 
when a big acquisition does come along, 
and HSBC wants to raise a lot of money 
quickly. This relatively modest per- 
petual floater will have served in ad- 
vance to make the bank a known com- 
modity in the corporate debt market, at 
an established price. 
è THE yen's recent appreciation to 
levels below ¥240:OS$1 may well prove 
merely the introductory phase of a sus- 
tained longer-term strengthening at 
least as dramatic às that achieved by the 
US dollar over the past five years. GT 
Management economist Hugh Sloane is 
putting the case for a Y 1330:USS$1 cross- 
rate by the end of the current decade, 
and still greater gains against some 
European currencies. 

A precondition for evolution of a 
super-yen would be the growth of 








Euroyen credit markets to the point at. 


which they formed a receptacle large 
enough to contain Japan's capital out- 
flows. (Euroyen are yen held outside 
Japan.) 

To date, Japan has spent much of its 
vaulting trade-account surplus on US 
doHar-denominated assets, maintaining 
a selling pressure on the yen which has 
driven down the exchange cross-rate. If 
future capital outflows are channelled 
more into international yen loans, not 
only will immediate pressure be taken 
off the cross-rate, but the basis will be 
laid. for à continuing international de- 
mand for. ven às loans mature and must 
be repaid. 

The US Government, which success- 
fully pressured Japan's Ministry of Fi- 
nance into removing its restrictions on 
Euroyen credits last year, wants a 


stronger yen to reduce Japan's competi- 


tiveness in its export markets, and im- 
prove sales in Japan of US goods and 
services. That, if it happens, will be the 


RATE OF EXCHANGE 


74 75 78 '79 '80 '81 '82 '83 '84 'B5 
(at year end) July 
good news. The bad news for other 
countries is that the Japanese exporter's 
loss will be the Japanese financier's 
gain. 

A free availability of "cheap" yen 
financing — cheap at least in interest- 


rate terms — will be a mixed blessing for 
long-term borrowers if the currency's - 


capital appreciation leaves them facing 
doubled repayments in a few years 
time. 

The other bad news from a much 
stronger yen could be à squeeze on 
those manufacturers, particularly in 
Hongkong, which rely on Japan for 
supplies of raw materials and compo- 
nents. As HSBC points out in its July 
Economic Report, it is this relationship 
which helps Hongkong restrain its agita- 
tion at a trade deficit with Japan equal 
to some 17% of the territory's gross 
domestic product: the US has made an 
international issue out of a trade deficit 
with Japan equivalent to just 1% of its 
own GDP. | 












‘The key difference is that half of 
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pun 


-to injury, minority shareholders will n 


voted: the subsequent extraordina 
, general meeting of Sing Tao will 

 formality, with the Aw shares carr 
the day. The surprising thing is no 


| East Asia Warburg, retained to advis 





HK$13.56 by a HK$2.06 a share bid fi 


(1984-85 are quite different). 
holders are supposed to be comfor 


shell company run by a man unknown 


+ 
Japan's exports to Hongkong arer 
materials and — semi-manufactur 
another quarter are capital goods. 
the residual quarter are the consume 
goods with which Japan is most f 
quently accused of deluging its foret 
markets. A fundamental shift in th 
yen/dollar exchange rate would hold lit- 
tle comfort for manufacturers caught 
between falling US-dollar sales re- 
venues on the one hand, and rising yen 
input costs on the other. a 
@ SALLY Aw’s proposed buy-out, of 
her Sing Tao newspaper group is an ob- 
ject lesson in why not to hold a minority 
stake in a Hongkong public company 
The non-Aw investors, holding 22% 
Sing Tao's shares, are being offere 
HK$11.50 (US$1.47) in cash and a di 
tribution of shares in a spun-off sh 
Cinclus, with a net asset backing 
HK$1.50 apiece. This HK$13 consid 
ation would effectively be increase 

































































Cinclus from New Zealand e 
preneur Bruce Judge. | 
J By any measure, the price is out 

ously low. Sing Tao's net tangible 
backing alone is HK$13.31 a share 
that on a four-month-old property 
valuation. Minority shareholders 
getting nothing for Sing Tao's titles: 
goodwill, and are being offered an 
price-earnings ratio of less than nine 
a business which raised its earnin 
share by more than 60% last year. 














scheme of arrangement document.” 
accounts sent to Sing Tao sharehok 
accompanying the annual report. 




























In exchange for all this, the s 












by the prospect of. being backed in 












Hongkong who proposes to make the 
minority partners in a research labor 
tory on another continent. To add insul 




















receive full information about Judge o: 
his assets until 3 September — a fu 
month.after the | August court meeting 
due to be held to vote on the scheme o 
arrangement by which Cinclus would be 
created. um 

Shareholders have a chancé -t 
obstruct this deal only at the court meet 
ing, when the Aw shares will not b 






























































much that Aw should be pushing al 
with this opportunistic grab, but tl 










Sing Tao's minority shareholders 
should consider the whole business "fai 
and reasonable." Vote "no. d 



























nine s months of preparation, he 
first offshore vehicle for foreign. 
folio investment in the Bangkok 
ckmarket — appropriately called the 
gkok Fund — has finally been born. 












































ment of US$30 million, the fund was an- 
nounced in London on 11 July. Offers 
were also made to potential institutional 
investors in the US, Asia and Aus- 
lasia. 

The launch of the fund is being man- 
red by Merrill Lynch, the world's 
est equity broker based in the US) 
h leading British brokerage firm 
zenove & Co. assisting in the place- 
tin Britain. The entity which will 
st in the Securities Exchange of 
d (SET) is Bangkok Overseas 
ient (BOT), a company recently 
ated in Singapore. Bangkok 
-Investment & Trust (BFIT) — a fi- 
e and securities company affiliated 
he Bangkok Bank — will act in 
ailand as the fund's investment ad- 


had been widely expected that Bri- 
sed stockbrokers Vickers da 
(now part-owned by Citicorp of 
US) would be among the first 
aunch a Thailand fund (Shroff, 
W, HL Apr.), but their trust still 
ars to be some way down the road. 
sis understood to feel that, as the 
gkok stockmarket (unlike those of 
h Korea and Taiwan which have 

launched — offshore-investment 
ids) is already open to outside invest- 





ions already dealing in Bangkok. 


ig some concession from the Thai au- 
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rgeted for a maximum initial invest- 


it must offer something special in a 
fund if it is to appeal to major in- |. 
[ rently offering 
his would probably involve secur««. 


% change 
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Vickers are also understood to want to 
put their own manager in to run the 
fund. Merrill Lynch a parently: did not 
impose any such conditions and is pre- 
pared to accept all- ‘existing rules. and 
regulations. | 

The former president ot che SE 
Siriluck. Ratanakorn; who: resigned A 
cently claiming insufficient sapport 
from the SET board’ for he 
(REVIEW, 6 June), : 
various investment t 


















SB. "Siriluck. told “th 

two or three groups of mer 
are still working on their own versior 
a T hai fund. But differing meth ds and 


| poop iene Merrill. Lynéh an 
apparently . worked. steadily on the 
Bangkok Fund over a period of months 
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without any. direct contact with the SE 





| abe ad. 











taunch e en Mere illL L^ 
positive - development th 
trading in the short run, : 
encourage more: listings | or 
term. The market now has about 90 
listed stocks; thé Bangkok Fund will in- 
vestin around 15. A portion of the fund 
could also be invested in government or 
state-enterprise bonds which ar 


stentially 
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COMPANY RESULTS 
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oh. Thai 


| bugs ud (then. Siriluck), and felt the - 
| market was , attractive” “enough ' ‘tor go 


i ment, advised by BFIT. 


e Cur | 





dn — activities. 
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“manage Is 


majority of the foreign-held portfolios 
are confined to half a dozen blue-chip 


stocks — including Bangkok. Bank; 
s Farmers. Bank, Siam Cement; 

c i- | Siam City Cement and Industrial Fi- 
tal gains (Shroff, REVIEW, 13 Dec. "84). 


nance Corp. of Thailand. 

It appears unlikely that the Bangkok 
Fund will absorb any substantial part of 
the two major institutional funds, which 
were set up several years ago in Thar- 
land to restore market liquidity by hold- 
ing stock the public had dumped at the 
time of the collapse of Raja Finance: 
Thai authorities saw the strong interest 


in setting up offshore Thai funds as a 


possible means of selling down some of 
these holdings by the Krung Thai Fund 
and the Capital Market Development 
Fund. But the current price of many of 
the stocks held by both funds is well 
below their acquisition cost and a few 
have been de-listed. 

Subscription is in the form of prefer- 
red shares, broken down to US$10,000 
each (plus another U $$400 for commis- 
sion and expenses). The selling period is 
expected to end this month. Upon com- 
pletion of the placement, an advisory 
board will be appointed, drawing. from 
members of the participating investors, 
to review BFIT's day-to-day advice be- 


| fore purchases are made. The Singa- 
_ pore investment arm (BOD) will have di- 


rect control over the fund's manage- 


The fund's promotors sau that its 


| sole objective is long-term capital gains; - 


there is no move towards acquisition of, 
or management participation in, the 
Thai companies the stocks of which will 
be bought, they say. Some of the fund's 


rules say it should not buy more than à 
| 15% stake in any one firm, or more than 
e. ge- | 30% of the shares of the listed com- 
Heel a growing i interest t by foreign i in- | 


panies in any one sector. 














Period profit on period Sales onperiod (prev.) Comment 
Y31Mar. ¥40.4b +47.5 | Y3,457b +3.8 ¥14 Single-digit profit increase is forecast for current 
(US$168.3m) (US$14.4b) (Y10) year. 

Hongkong Y31Mar. HK$4984m +1627 na. na — 214 The group, which has changed reporting period, is 
k Kowloon (US$63.9m) (17.9€) highly liquid and confident about property prospects in 
Wharf & current year. 

3odown | : 

JackChia—  Y31Mar. (S$10.7m) --304  S$84.49m 482 299 Return to profitability is predicted in all divisions 
. MPH (US$4.9m) (US$38.4m) Eu except hotels. 
(Singapore) J pnr i — 

Edwards Y30Apr. | A$5.9m +10.3  A$241m | £144 18€ Profits increased in Stationery. and disposable 
-Dunlop (US$4,2m) p (US$169.7m) , (same) .. paper products, held steady in paper, and declined 


'articutarty in ‘the second half of 1984 -—~ 
this rose to about 5% in 1984, The 
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f China taps H en ENT 


Peking floats its first Eurobond issue in the territory 


16July by Song Ziming, Citic's vice-pre- 
sident in Hongkong for the launch. 

By going to the capital markets of 
Japan, West Germany and now Hong- 
kong, Citic or the BoC have avoided 
any possibly legal wrangle which could 
erupt in either New York or London 
over busted bonds. 

The oues of the Hongkong bond 
| 






By Anthony Rowley in Hongkong 

n ges Peking-based China International 
Trust and Investment Corp. (Citic) 

issue wi 


has made its first foray into the Hong- 
kong capital markets with a HK$300 
million (US$38.5 million) public issue 
of five-vear bonds. In the process, it has 
opened up Hongkong as a centre for 
Eurobond issues, according to Chase 
Manhattan Asia which lead managed 
the Citic issue. 

Citic, which was established in 1979 
under China's State Council (giving it 
ministry-equivalent status) to attract 
foreign investment to the country, has 
recently been competing aggressively 
with the Bank of China (BoC) in raising 
funds overseas. The BoC led Citic in 
launching public bond issues in the 
Tokyo ven market late last year, but 
Citic appears to have stolen the BoC's 
thunder with its issue in Hongkong. 

Citic has come to Hongkong for its 
first “Euro” issue, though some would 
argue that it is in fact an Asiabond. The 
management group is made up of a 
dozen or so banks, banking cosortia and 
investment banks based in the region. 

The Citic bonds are expected to be 
sold down to long-term investors in 
Hongkong, including other banks and 
insurance companies. According to 
Oliver Greeves, Chase Manhattan 
Asia's managing director, there is an 
emerging demand from such investors 
for fixed-rate term investments denomi- 
nated in the local currency. 

And because the Inland Revenue in 
Hongkong has deemed that the Citic 
bonds are not subject to withholding tax 
in the hands of overseas investors they 

















guay as Eurobonds, according to 
reeves. In the main, only bank certifi- 
cates of deposit issued in Hongkong have 
enjoyed this privilege. Now Chase ex- 
pects other entities to follow Citic's ex- 
aii and enter the Hongkong market. 
S residents are not expected to 
buy the bonds — apparently because of 
the problems which still exist in the US 
over defaulted bonds issued by Chinese 
governments prior to 1949. Peking does 
not recognise any responsibility for such 
issues — a point which was reiterated on 


Busted bond: problems still exist. 


be used to finance various pro- 


jects in Hongkong, Macau, China's spe- 
cial economic zones (SEZs) and else- 
where in China. Mi Guojun, director 
and general manager of Citic (Hong- 
kon 

and a steel plant, both in Xiamen SEZ, 
but said that the Hongkong projects had 
not yet been selected. It is understood 
that the bond-issue proceeds will be 
used specifically to help finance imports 
of capital equipment. 


mentioned a Kodak joint venture 


e Citic bonds carry a coupon 


(nominal interest) rate of 9.375% (is- 
sued at par) which looks expensive com- 


ared to the rates Citic and the BoC en- 


| joyed on their Tokyo issues. Exchange 
rate movements are a factor though — 
the yen is generally expected to 
strengthen quite sharply — and Mi spec- 


ifically mentioned the "stability" of the 
Hongkong dollar, plus the fact that local 


interest rates are at an "all-time low" as 


influencing Citic's choice of Hongkong. 

Greeves claims that, compared with 
a triple-A Eurodollar corporate-bond 
coupon rate (currently around 9.5%) the 
Citic bonds are "aggressively" priced. 
Some Hongkong banks apparently de- 
clined participation, on the ground that 
the return is too low however. 

In China's case, the Hongkong mar- 
ket's importance could loom especially 
large in view of the constraints on enter- 
ing the New York and London bond mar- 
kets. Mi specifically referred to Hong- 
kong as “Asia's financial centre" during 
the 16 July launch of the bonds. Oo 


EFFECTIVE EXCHANGE RATES 


Weighted for 1983 trade with the countries shown plus the United States and Canada and 14 European countries. Figures are for the week ended 13 July. 


1981 
(end year) 


PE VIEW CHARTS by Anoy Tang 
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HONGKONG: Cuts in interest rates over the 


weekend enhanced the steady gains that had ac- 
cumulated in the early part of the period. The 
. Hang Seng Index climbed steadily throughout the 
period, putting on more than 73 points to close at a 
new recent high of 1,640, Turnover averaged a 
daily HK$259.24 million (US$33.2 million) 
though that was nearly doubled on 15 July when 
the intefest rate cuts became effective — the 
E rate was off one point to 7%. News that 
ongkong Land's effort to sell its Excelsior Hotel 
to Kuo Oil of Singapore had fallen through failed 
to dampen market spirits. 


TOKYO: Construction, property, railways and ce- 
ments among other domestic-demand related is- 
sues figured highly as turnover soared. The Dow 
Jones Average for the first part of the week héld 
fast to the 13,000 level but later eased on technical 
corrections. Confirmation of government plans to 
proceed with a ¥1 trillion (US$4.1 billion) bridge- 
tunnel across Tokyo Bay sparked the rise. Mit- 
subishi Heavy Industries was the most actively 
traded stock. Investor interest revived in finan- 
cials, particularly trust banks and securities firms. 
Pharmaceuticals and  blue-chips weakened 
further. Daily trading averaged 715.2 million 
shares and the Dow Jones Average closed at 
12,598.77, down some 430 points. 


SINGAPORE: It was another miserable week, 
with investors seizing on any piece of company 
news as an excuse to sell. This time it was the 11 
July announcement of the closure of the The 
Singapore Monitor which upset the market with 
fears that the newspaper's $$26 million (US$11.8 
million) accumulated losses will affect the results 
of its blue-chip owner, Singapore Press Holdings 
(SPH). SPH fell 45 S cents over the period to close 
at $$5.40 and Fraser's Industrial Index ..ended 
153.1 points down at 3,900.29, its lowest since Oc- 
tober 1982. Boosted by heavy selling on 12 July, 
the average daily turnover was 9.13 million shares. 


KUALA LUMPUR: Despite two days of mild re- 
surgence, prices closed lower by the end of the 
period as selling pressure depressed sentinrent in 
slightly higher-volume trading averaging 5.7 mil- 
lion shares daily, worth M$9.4 million (US$3.8 
million). Frasers Malaysia Index dropped 73 
points to close at 2,734.79 as earlier hopes for a 
rally disappeared on profit-taking. Only a few 
situational counters posted gains while most fi- 
nance and property listings took further losses. 
Analysts do not see an early change in the poor 
sentiment. 


SEOUL: The government's announced reflation- 
ary package shook the market out of the dol- 
drums, raising the index 2.04 points to 137.37, 
though daily average turnover fell by 2.9 million 
units to 10.8 million. Slight increases in the highly 
capitalised construction companies helped overall 
market performance, and some small and 
medium-sized electronics firms made a come- 
back. Anticipating high profits this year the fish- 
ing-industry sectoral index rose the highest, up 
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Interest cuts help some 


HONGKONG roared ahead of other Asian markets in the period to 15 July with a 
near 5% gain, helped by further cuts in interest rates. Singapore and Taiwan, on the 
other hand, sank further amid economic gloom. 


15.75 points, followed by chemicals, up 7.71. The 
beverages and fabricated metals indices dropped 
by 5.88 and 2.54 points, respectively. 


BANGKOK: Reversing its earlier trend, the Secu- 
rities Exchange of Thailand recorded a healthy 
gain on increased turnover. Stock prices opened 
the period on a weak note but rebounded towards 
the close. Contributing to the upswing was news 
that the Bangkok Fund (the first mutual-invest- 
ment vehicle for foreign investors) was to invest in 
the local stockmarket. Strong buying support on 
the Tess and cement counters sted the 
Book Club Index by 3.42 points to close the period 
at 141.83. Total volume rose to 1.7 million shares, 
worth some Baht 249.82 million (US$9.2 million). 


AUSTRALIA: Prices hit record levels during the 
period on heavy trading in takeover stocks. The 
All-Ordinaries Index reached three consecutive 
all-time highs, showing a 6.3-point gain to 903.3 
chiefly on the back of a 33.1-point jump in the AIl- 
Industrials Index to 1,324.9. Attention focused on 
retailer Myer Emporium, subject to a bid from 
Coles. The proposed ending of double tax on di- 
vidends continued to boost blue-chip stocks. In 
contrast, resource shares looked shaky as the Aus- 
tralian dollar firmed against a weakening US dol- 
lar and overseas metal prices lost direction, result- 
ing i a 13.7-point loss in the All-Resources Index 
to 577. 


NEW ZEALAND: The market trended upwards 
in the period. The Barclays Index broke through 
the 1,700 barrier to finish at a record high. The an- 
nouncement of a record rise of 5.1% in the June 
quarter of the consumer price index had no ad- 
verse effect on the market's climb. Interest 
centred on Fletcher Challenge, Brierley Invest- 
ments and NZI Corp. Buying support for these is- 
sues came mainly from overseas interests, in parti- 
cular Australia. 


MANILA: Philex Mining accounted for 55% of the 
igni slightly increased turnover of P7.04 mil- 
ion (US$380,541) on 147.4 million shares. Trad- 
ing was extremely dry and prices were mostly soft- 
er. The Manila bourse contributed 81.5% of total 
value as Makati recorded no deals on oils for three 
days. The mining index was back below 700 points 
at its closing 685.85, a substantial drop of 24.7 
points. The oil indicator was off 0.011 at 0.735 
while the commercial-industrial index was un- 
changed. 


TAIPEI: The market continued to decline, with its 
673.08 close on the weighted index once again rep- 
resenting a new low for the year (the index lost 
19.95 points on the period). Continuing bad news 
on the economic front, coupled with rumours of fi- 
nancial difficulties at several listed companies, 
helped drive the market down. The largest of the 
—— in question, Tong Yuan Electric & 
Machinery, which has been hurt by declining ex- 
port sales, saw its share price lose 11%. Average 
daily transactions were a low NT$440 million 
(US$11 million). 





HONGKONG 


Hang Seng Index 
9 July 1,56: 
10 July 1.57 
11 July 1,59 
12 July 1,61! 
15 July 1,641 
Change on week +43 
1SJuly  % change 
HKS On week 
Associated Hoteis 055 +222 
Atlas ind 0.47 +22 
Bark of E A 23.70 +13 
Cheung Kong 17.20 +55 
China Light 15 80 +20 
Conic (New) 130 +40 
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HK Land +193 02 Toyo Kogyo 
HK. À S. Bank 79 £07 5.5 Toyota Motor 
HKA 5. Hotels 37.50 +56 2.7 Yamaha Motor 
H.K. flgaity "A" 1160. +36 39 
HK. Telephone Ex. All 92.00 | +34 2.1 
HK à Yau Ferry 3,90 +40 32 
Hopewell 178 ^05 t: 
Hsin Chong 153 ^34 8.6 
Hutchison Whampoa 26.30 +44 3.2 
hath City Holdings 0.90 +3.4 — 
Jardifi Matheson 12.30 «108 08 " 
Jardine Sec. 13.60 e2 35 MEME gu 
Lu Chong Hing 200 nao 35 | 94July 1,688.84 | Boustead 132 
Nan Fung Textiles 2700 — 10.0 10 July 1,682.60 | Con Storage — 
Now World 7.40 +35 32 | 141July 170601 | EES PR 
Onent seas H 2.15 412 7 82 12 July i706 — 
Paul Y Constr 2.85 234 &4 15 July MM ewe — = 
Sturtux 38) me _ Duniop Industries $77 
Sun HK. Props 12.90 s32 40 — — A 
Swiré Pac ^A" 24 30 $0.8 52 ; ` Gentngs: 5.35 
Tai Cheung 187 +75 18 duly . "change % | Gumness 1.58. 
Trafalgar 0 24 a E l NZ$ so onweek yield Harimau iny 0.82 
Wah Kwong Ship 0.95 87 $11 Alex Harvey 05:940 ~ 41 Haw Par ras 
Wheelock ^A" 720 n 49 Brierley . 523, — $46 14 1 Leong Fin Ex. Div. 246 
Whai Mari. "A" Suspended e lax Carter Holt |. . 286 -B2 5G | Inchape 2.24 
Wing On Holtiings 4.25 437 19 Fisher & Paykei Ds |O&42 -09 — 35 Astand&Pennsuhe — 4.10 
Winger 490 .08 96 Fletcher Challenge P. 844 *3 58 Jacks im 400 
Worid inni 2075 298 25 Goodman Group 4.10 -24 32 Ki Kepang 250 
Lion Breweries 3.70 -— 49 Keppel Sup 1.28 
NZ Forest Products ! 286 +07 — $1 Magram 218 
NZ Ol and Gas 038 — — Malayan Banking 528 
Ue NZ uos] 223 i ^ e21 38 Malayan Breweries $30 
Progressive 3430 -06 7 Malayan Tobacco 3.84 
Waitaki NZR 280 +167 a3 | MMC ts 
TT watie 422 408 | 33 | MU 215 
— Winstone 3.78 217 &2 Metai Box Singapore 228 
MPH 0.75 
; National kon 239 
11008 N. Borneo Timbers 2 52 
OCBC 8.30 
PanEfecthc —— 191 
— Peg Malaysia 0.86 
Shell 3.00 
Sime Darby 173 
Singapore Land 2.28 
Straits Steamship 6.92 
| J APAN | Straits Trashing 3.24 
> Tractors. 181 
Dow Jones Average DOR TS he 
U.OB. 370 
United Overseas Land t! 
9 July «9,021.01 Weame Bras — 352 


10 July ee 13,012.09 
HM July oo. 12,858.10 
12 duly Sc — teg 49 








133 July — closed 
15 July | — 12, 598.77 
Change on week | —3.3196 
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f Yen — onwesk ratio 
APND 1410 “3.5 43.2 
Bridgestone Tire " 539 81 16.9 
vo C Hoh. — 435 ME 737 
Calpis 785 -89 72.3 
Canoni . $998 2184 26.9 
sooo Omuen Wath 409 23 178 
2o Bai Nippon Printing 1970 «30 30.7 
“Daiwa House 700 -29 38.5 
Ébara Mig. . 470 ù 39.5 
Fup Photo Film TBO ~$.1 151 
Fujitsu |. 904 -105 20.2 
Hows Real Estate 875 Qd 119.0 
Hitachi 685 nt 5 18.3 
Honda Motor 1450 -20 39.7 
LHE 181 B4 25.1 
LEOL : 20. stig 47.6 
Kajima Const. 420 +23.2 24.1 
Kangka 435 -65 276 
Kao Soap 805 ^38 35.0 
Kastuyarna 665 £25 35,0 
Kirin Brewery 648 -78 23.8 ] 
Komatsu 250 — 124 58.9 E -" ——— 
— WA "AER n T pi 2 Change on week .. . 1 + 152% 
* Mabnrshita Kec nd 1250 -IG t 224 — — ae j 
^ Mütsushita Elec. Wes. 780 4.5 26.2 eiiis. NU E duly — "change % 
Mitsubishi Estate -0.8 49.1 P : Won onwoek —yieid 
Mitsubishi H. I -64 235 : . 
Mitsut & Co. t a 402 Bit 730.00 +14 27 
Miisu RealEstate — 840 229 44.5 452.00 +42 89 
Mitsukaghi i 580 -46 10517 614.00 +40 ai 
Nippon N. CR : 490.00 +47 8.2 
565.00 -0A 71 
264.00 +86 57 
740.00 407 EZ) 
959.00 +68 42 
1418.00. — A2 
45200 402 3.5 
636.00 - &3 
785.06 +07 6.5 
1,075.00 +58 57 
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Aga Comant 24.40 dB 
Cathay Cont. az 7h x 
Chita Rebar ?38 E 
Chung wa Pul: IL T we 
Chung Sting Texte 58.05 e$ 
Far East Textile 1370 “1B 
Formaga Pastio 28.40 OE 
Nan Ya Plastic 25.40 i8 
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USt Far East 18.50 ORO 
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Baht on week 
dangkok Bank 232 00 ~~ 
Berti Jucker BO) 00 +31 
SE 194 00 2S 
Jütapratan Cement 145.00 380 
Mah Boonkeong - 32200 $6.1 
Siam Cement 645.00 473 
Serm Suk c 430 00 423 
Thai Farmara Bank 240. 06 «kG 
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Exchange. Hang Song Bank , Australia and Singapore: Rowers 
Thailand: Book Club PFinancos and Secunmues Co. New Zealand.: 
Ferd Partners: South Korea ad Tawan: Vickers da Coal: 
Co. THK) Ltd; Philippines: MSE Fliescaret Dept 
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eview Focuses on 
" Fuge: In Asia 


For centuries, European nations treated Asia, including China 
as their warehouse, taking home the Region's natural resources 
and returning their own manufactured goods. 


Recently that picture has changed and today Asia is an arena of 
fierce trade competition. 


In the issue cover-dated 22 August 1985, the Far Eastern 
Economic Review will publish a Focus on Europe in Asia, 
charting the progress of the leading European nations and their 
companies in this vital market. Focus will examine the primary 
areas of competition from watches to perfume, liquor to 
automobiles, microchips to banking and nuclear power plants plus 
how each country is meeting the challenge. 


As the world's premier publication on Asian affairs, the Far 
Eastern Economic Review's audience represents the highest 
concentration of Asia's decision-makers in business, banking, 
government and the professions. Research shows that an 
advertisement in the Review is the most cost effective means of 
reaching Asia's elite male business community and this is even 
morg true in a Focus issue. 















Should your company or clients 


advertising in this important issue, 
or need anv further information, 
please contact: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hong Kong 
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oling green grasslands recede 

toward the northern horizon, to- 
wards the sensitive artificial border that 
separates Soviet Mongolia and Chinese 
Nei Monggol. Herc the steppe seems in- 
finite, a vast emptiness dotted by herds 
of horses and flocks of sheep, a fullness 
of silence and profound isolation. Wind 
whistling in the ears, a visitor feels 
transported back through time, imagin- 
ing in this barren landscape the brilliant, 
rapacious cavalry force that swept out of 
these plains 700 years ago to pillage and 
conquer much of the known world. 

The barbarous romanticism as- 
sociated with Genghis Khan and the 
Golden Horde remains here — not only 
in the minds of visitors. The Great 
Khan's bones lie entombed near 
Baotou, fairly close by, and Mongolians 
still revere his memory. Genghis and his 
grandson Kublai, after all, assured 
Mongolians of a larger niche in history 
than they would otherwise ever have oc- 
cupied. 

So itis the idea of Mongolia, not the 
reality, that China Travel Service (CTS) 
counts upon in packaging tours of the 

rasslands for visitors arriving in 

ohhot, the capital of the Inner Mon- 
golian Autonomous Region. The good 
people at Lüxingshe (CTS) have long 
Since discovered that not all China 
tourists want to stay only at the Great 
Wall Hotel in Peking and the White 
Swan in Canton. China, at the moment, 
is implementing the same theory in 
Tibet às it opens Lhasa for tourism; one 
gathers the results will be much the 
same as in Mongolia, with perhaps 


much greater negative results for the 


Tibetans, but that is another tale. 

Hohhot is a basically Han town of 1.2 
million, with a Mongolian name (Green 
City) and bilingual signs. Han Chinese 
have colonised much of the Mongolian 
emptiness, and consequently the tradi- 
tionally nomadic Mongolians have re- 
tired further into the grasslands. Since 
1949, with government-funded wells 
and government-subsidised housing, 
the herding people have built perma- 
nent Chinese-style homes, though in 
pleasantly rounded mud-plaster forms 
that look as much like northern New 
Mexico as northern China. Their yurts, 
collapsible round felt tents with wooden 
internal frameworks, are now used 
mainly for seasonal migrations into the 

rasslands in search of sufficient water 
or sheep. 

Now that the nomads are safely set- 
tled, CTS has found them and cast them 
in a Wild West, song-and-dance Mon- 

olian experience show. Baiyunheshao, 
or all its heady re-creation of the Great 
Khan's momentary presence in the 
mind of the visitor, is a dude ranch, 
plain and simple. 

After a four-hour drive from Hohhot, 
through mountains and villages on to 


Mongolian herdsman: frontier 
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the high grassland plateau, tourists dis- 
embark from their cramped CTS van at 
a brigade headquarters flanked by 15 
yurts, all with gaily painted red doors, 
hot water flasks and electric lights. 
These tourists are on the surly side, hav- 
ing had a major brawl with CTS over re- 
turn bookings: Hohhot CTS is still living 
up to its Peking reputation as one of the 
worst offices in China. Unfortunately, 
due to the military sensitivity of the re- 
gion and Chinese concerns about a sud- 
den "bear hug" from the tank divisions 
to the north, independent travel in 
Inner Mongolia is not allowed. 

After the xiuxi (siesta) that con- 
cludes a journey of any length in China, 
the tourists are gathered for. “ac- 
tivities,” shepherded by their young 
Han woman CTS guide. They duck 
through the dwart-sized doorways of 
their yurts to find four of the least at- 
tractive camels imaginable — scruffy 
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open 





from shedding winter coats that still 
hang in tatters, irritable and whining as 
they lie tethered through the nose to 
short stakes. Nearby stand a trio of di- 
minutive Mongol ponies, nasty and ill- 
tempered. The ponies threaten to bite 
and kick; the camels spit their cud at us, 
threatening worse. 


ut the dude-ranch approach works. 

Even the most jaded China-cynic 
must find some satisfaction in trotting 
off alone, however briefly, into the 
steppe on the back of a camel. After 
the simulated Mongol-warrior-on-the- 
steppe experience, there is archery 
(hopeless equipment). a display of 
Mongolian-style wrestling (in costume), 
a horse race (the wrestlers, in new cos- 
tumes, make a brief swift pass on 
ponies), and, the final indignity, a short 
ride in a wide circle in a tiny cart pulled 
by a donkey. Wearing blue jeans under 
their native tunics and dresses, the 
Mongolians are about as enchanted by 
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this routine as the tourists. Who wrote 
this script, anyway? 

The food is mutton — naturally. 
There is Mongolian hot pot (quick- 
boiled thin mutton strips from a char- 
coal burner on the table) and a huge 
roast haunch of mutton to be hacked 
and stabbed with the sharp, heavy 
knives at each seat. And the food is ter- 
rific. After dinner, traditional Mongo- 
lian singing and dancing is accompanied 
by pipas and erhus, the erstwhile 
wranglers, jockeys and cowgirls having 
become waiters and waitresses, an 
now talented folk-artists. And they are 
good, despite the blue jeans under the 
native dress. 

The tourists, a dozen: Western 
teachers and editors from Peking, are 
genuinely charmed by the frontier 
openness of the young Mongolians, 
having spent nearly a year in the stone- 
faced world of the capital. An interna- 
tional song-fest -ensues (two-dozen 
Mongolians have by now drifted in from 
the steppe for the show, and the room 
'rows close and smoky) as a beer-sotted 
Pella sings a ballad, an American 
sings a Mississippi blues, a Swiss couple 
sing a duet in Schweizer-deutsch, and 
they all join hands for a quick rendition 
of an old Chinese favourite, Auld Lang 
Syne. The Mongolian girls are not so 
sure about holding hands with the 
waiguoren (foreigner), but it feels like 
New Year's Eve anyway. 

In the morning, the tourists witness 
cowboys saddling and riding a bucking 
bronco after cutting it out from a herd of 
200; they eat goat-cheese and sheep- 
yogurt in a permanent Mongolian 
home; they visit an aobo, or Lamaist 
sacrificial altar used for annual courting 
festivals and prayers for adequate rain- 
fall. To catch their breath, they walk 
back through wildflowers several miles 
to the brigade for a last round of mutton 
before returning to Hohhot. 

Obviously, they think, an enlighten- 
ed CTS could provide long pack-horse 
treks between yurts in the steppe, and 
fewer gimmicks on the expensive over- 
night trip. But back in Hohhot, I had a 
feeling of thankfulness for being able to 
see even a semblance of a vanishing style 
of life in a remote part of China. Wind- 
mill generators, motorcycles, herding 
aircraft and nylon yurts are on their 
way, even as I write. Look out, Lhasa. 

— John Stafford 
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Because we're always planning for the future, 


fomorrow's rough-and-ready 





erformer is ready to go 


today — the Bell 214ST. 


Bell 214ST — “ST” means Super Transport, 
but it could also mean Superior Technology — die kind 
of advanced thinking that builds à tough helicopter 
— one with extraordinary range and economy. 

A long-distance performer that lowers direct 

~ operating costs 

This ship extends vour reach a long way — up to 
815 km before refueling! 

Thats partly a result of the 214ST' highly efti- 
cient General Electric CT7-2A turboshaft engines. 
They each deliver 1,625 SHP, using substantially /ess 
fuel than competitive engines. 

These engines incorporate a modular design that 
simplifies maintainability, further reducing direct 
operating costs. 

And the fail-safe, fly-by-wire clevator optimizes 
flight attitude for maximum efficiency — in a heli- 
copter with the lowest drag of any ship in its class. 


Worldwide certification — the most stringent 
standards 

Consider the variety of missions the 214ST per- 
forms — on skids or wheels — anywhere in the world, 
even under moderate icing conditions. 

Offshore oil, taking 18 passengers anda crew of — 
two over 740 km, with reserves. 

Search and rescue, with the latest in avionics, 
scarch radar and navigation svstems. 

General utility, for meeting heavy lift require- 
ments ... big transport needs ... or long, difficult 
missions. 

Best of all it’s a Bell, with the best service and 
support, worldwide. 

For more information about a new 214ST, or our line 
of used helicopters, call or write Cliff Kalista, Vice President, 
International Marketing, Bell Helicopter Textron Inc., 
Dept.734, Box 482, Ft. Worth, Texas 76101, U.S.A., 

(817) 280-3182. Cable Bell Craft. 





Bell Helicopter [DALOL] 


The future is ours by design. 








Faster than 


a Speeding Bullet... 
Hotter than 
the Earth's Core... 


Able to Melt Particles 
ina Sinel Blast . 

















It's a Superprocess ... plasma ejected from 
a nozzle in blasts that travel over 5,000 m/sec. 
Reaching temperatures over 10,000°C, it's even 
notter than the surface of the sun. Plasma, with 
its intense energy and unlimited potential, is 
referred to as “the fourth state of matter." At 
Nippon Steel we're using it in high-temperature 
applications research to melt metal or ceramic 
particles and deposit them onto materials which 
then acquire entirely new surface functions. This 
is just one example of how intensive R&D efforts 
are producing a variety of Superprocesses 
and Supermaterials. 

At Nippon Steel we're also applying advanced 
electronics and information technologies to bring 


Blasting Plasma to Create New Materials 


about greater efficiency in steelmaking. And 
we re developing the latest steelmaking 
technologies to improve productivity. That's 
because, as an integrated materials manufac- 
turer, we recognize the continuing importance 
of steel as a super-basic material. Super in 
strength and workability, as well as in 
availability, cost, and range of applications. 

For both traditional and advanced industrial 
materials, and for Superprocesses and Super- 
materials, users worldwide rely on our quality 
and innovation. 

That's Nippon Steel — the company that's 
looking toward the 21st century to meet 
the diverse needs of industry today. 





NIPPON STEEL 
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R: View Hotel offers exactly what you're looking for in a luxury hotel. 


It's all there, in fact — except for those unnecessary extras that the other luxury 
hotels offer ... and charge extra for. So that by the end of your stay you'll find 
that everything — including the bill — adds up to total satisfaction! — 


For a vacation within your vacation or business trip, our shuttle bus will take you to our 
beautiful sister hotel, Desaru View Hotel, just 22 hours away in the famous east coast 
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An introductory discount of 35% — April 15-September 30, 1985. we 
Spacious, well-appointed rooms with their as telex and facsimile facilities, and | Make the Asia Yearbook part of your Review 
own well-stocked refrigerators/mini-bars, secretarial and other services. All in a | subscription. Simply tick the relevant space in 
IDD telephones and 5-channel colour TV. prime location, on Havelock Road by the | the coupon below and automatically receive the 
Three international-style restaurants scenic and historic Singapore River. Only | Yearbook. It gives you Asia minus the mystery 
(European, Chinese and minutes away from the Minus the myth. A country-by-country survey of 
Japanese), a main bar main commercial and Asia. Everything from Finances & Currencies to 
that turns into a shopping centres and Politics and Social Affairs. The only single 


medium of its kind 


swinging disco in the tourist attractions. 
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= eS SS -——- — The heart and soul of Europe's 
Contact your travel agent for grand hotels is the lobby. 
reservations or write to: It's the traditional rendezvous. 


Hotel Regal Meridien Hong Kong : 
71, Mody Road, Kowloon, H.K. Elegant. Quiet. A cosy corner 


Telex: 40955 HOMRO HX. where one enjoys a quiet 
aperitif or waits to receive 


visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 

It's just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms. 


HOTEL REGAL The Hotel Regal Meridien 
pv Hong Kong. Where the art of 
MERIDIEN fine living lives on. 

HONG KONG 


HONG KONG’S TRULY EUROPEAN HOTEL. 
A Regal International Hotel 
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LETTERS 


Question of honesty 

The year-long dispute between the two 
groups of members in the Malaysian 
Chinese Association (MCA), a partner 
in the ruling National Front coalition, 
over the cleanness of its members’ list 
[23 May] has burst into a political fire 
within the Malaysian Chinese political 
party. While the MCA gets burned, 
many of those non-MCA Chinese such 
as me, who have been watching the 
crisis with deep concern, feel shattered. 
To others, the MCA drama may show 
how damaging trouble-making by some 
MCA party members is to the unity of 
Chinese, but to me it shows the destruc- 
tiveness of political dishonesty. If the 
members’ list is unquestionably clean, 
those who defy it are being troublemak- 
ers. But if the list does contain fake 
members, those who defend it are dis- 
honest. I place honesty on top of all the 
human qualities that a leader should 
possess, and I shall make it clear to them 
at the next election. 

Kuala Lumpur W. Y. Wong 





Defining the problem 

In THE 5TH COLUMN [4 July], An- 
thony Rowley discusses “deflation,” 
which, he claims, is “what we have all 
been suffering from during the past five 
years." 

While I am not an economist, it has 
always been my impression that "defla- 
tion" referred to an actual increase in 
the value of currency, as measured by 
how many goods it can buy. What we 
have been suffering from is a reduction 
in inflation, at least in the US. 

While this may feel like deflation 
after the expectations of the 1970s, in 
actuality it is not. Money continues to 
be worth less vear after vear. It is only 
the rate at which that is happening that 
has slowed down. 

San Francisco Richard Smoley 


e Anthony Rowley replies: The defini- 
tion of deflation, at least according to the 
Oxford Dictionary, is for the state to 
adopt a policy of "reducing the inflation 
of the currency." That certainly is what 
has been happening in the US and else- 
where over the past five years. Disinfla- 
tion is the preferred term among 
economists for what has happened, but 
various features normally associated 
with classic deflation are present, includ- 
ing rising unemployment and, latterly, a 
reduction in economic activity. 


Stock answer 


While you were correct in your 18 July 
issue to note our protest at the recent 
IFCT share issue at a substantial dis- 
count to the market price at that time, I 
must take issue with the implication that 
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tions | received ea that the se 
ing in fact was local, rather than over- 
seas. Indeed, we were buyers of the 
stock once it came below Baht 200, and 
did no selling at all during the above- 
mentioned period. 

| should also stress that while we 
were by no means pleased about IFCT's 
action in respect of the share issue, we 
remain very positive both about the 
stock itself and the prospects for the 


Thai equity market. Marshall Auerback 
Hongkong G. T. Management (Asia) Ltd 


Stable madness 


With the upcoming superpower summit 
to be held in Washington i in November, 
it is surely important for the ordinary 
citizen to get some grasp of what US 
President Ronald Reagan's "Star Wars? 
poet means. This Hollywood-style 
ihe Strategic Defence Dates a= OF 
SDI. 

According to Reagan, in a speech 


two years ago, the SDI could make nu- 


clear weapons impotent and obsolete. 


array of spacecraft and weaponry which 
would put a shield around the US (“and 


their allies" — an afterthought?) which 


no missile could penetrate. 

Former US defence secretary Robert 
MacNamara, supported by the great 
majority of scientists and technologists 


in the US, says bluntly that it is total- - 
ly impossible to build a “leak-proof” | 


shield, even with gigantic expenditure 
over the next 30 or 40 years. John Pike 


— director of space. policy at the Feder- | 
ation of American Scientists — under- | 


lines this absurdity by stating that to get 


enough fuel for these laser weapons up. 


into space, the US would need to launch 
one shuttle flight a month for the next 15 
years. 

People should realise that the Star 
Wars plan, wildly. unrealistic as it is, 
professes to defend only against space- 
borne ballistic missiles. 
kcep out cruise-missiles, submarine- 
launched missiles or even old-fashioned 
bomber aircraft. 

MacNamara suggests that the Penta- 
gon is aware of the impossibility of 
building a leak-proof shield to protect 
the entire populace. The plan, he says, 
has now undergone a sinister mutation 
into a scheme to protect merely hard 
missile sites, control-and-command cen- 
tres, and the like. The stability of the 
present world situation, claimed as their 


success by the proponents of nuclear | 


weapons, is as crude as this: each side 
knows that they possess enough 
weapons to vaporise the other. And 
since there is no defence against this, 


there is stalemate - — no one wil ah dare to 
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| can abdicate its res 
| people and regard the Anuradhapura 


shield around y our offer 
this stability is Shattered. What is 





in so doing, you cheat on the only arms- | 


YOUR ANSWE 
OVERSEAS DE PC 


control treaty currently in force — the | B 


ABM treaty.of 1972. 


Port Dickson Colin Richards 


Ominous barbarity 
Your report on Sri Lanka [30 May] 
sounds very ominous to any civilised 
country. It undoubtedly points to a 
pathetic. and an appalling situation in 
the country. Acts of terrorism reported 
clearly prove the criminal intent and 
purpose of the Tamil terrorists. Killing 
civilians who had come to a place of 
worship is an uncivilised, barbaric act 
and must be treated so. It shows the 
worst form of degeneration of the Sri 
Lankan separatists. 

lt is gratifying, however, that the 
Sinhalese majority exercised utmost re- 


straint by not reacting violently, despite | - 


the hallowed sanctity of the place of at- 
tack: namely, the precinct of Sri Maha 
Bodhi tree which Buddhists all over the 


| world consider not only as sacred but 
The plan is to assemble in space a vast 


also a place of great historic impor- 
tance. The Bodhi tree in Anuradhapura 


| is the oldest recorded tree in the world, 
| having been planted in the third century 
BC Bh 





H is a cutting from the original tree 


| indes which Gauthama Buddha at- 


tained enlightenment. The Tamil ter- 


rOrist attack in Anuradhapura was 
meant to desecrate a sacred place rep- 


resenting the highest human ideals of | 
love and compassion. 

-On the other hand, one cannot ig- 
nore the stupidity of the government. 
Anuradhapura, though located in an 
open country, could have been easily 


protected because of the limited road 


access to terrorists operating in the 
north or east. The area is intersected by 
large irrigation reservoirs, canals, rivers 
and paddy fields — natural obstacles to 
land-based terrorists. Only two all-wea- 
ther roads exist and they could have 
been easily blocked by security forces. 
But Nochchiyagama police station, lo- 
cated on one such road, is reported to 
have ordered two constables to flag 
down two buses bearing the terrorists in 
army uniforms returning after the at- 
tack, not realising they were terrorists 
and not putting up road blocks either. 
Not surprisingly, the terrorists shot the 
two constables. The police paid a high 


| price for their incompetence when the 


local population later attacked the 
police stations in Nochchiyagama and 
Anuradhapura to show their wrath 
against police incompetence. 

No government worthy of its name 
onsibility to the 


ck as a minor t incident. This sort of 
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CITIBANK 
ASIAN BANKING CENTER 


Welcome to Citibank, the world's 
leading bank with more than $150 bib- 


At our Asian Banking Centers, your. 
own Personal Citibanker will help yo 
select from a wide range of deposit 
products available at competitive in- 
terest rates to suit your needs. 

At any of our Centers located in Singa 
pore, Hong Kong, San Francisco, o 
Guam USA, there is no tax withhold 
ing and no foreign exchange controls 
Your account is kept in the strictes 
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San Francisco, CA 94104, USA, 
Tel: (4151627-6495, Telex? 278374. 
*Goam, USA: Citibank NA, 402 Marine Drive, P.O. Box FF. 
Apana, Guam 969010. Tek 167 11477-0881 thru & 
“Velox: 7216159 CITIBK 










Go. to: 

| CITIBANK ASIAN BANKING 
CENTER, at the location of your choice. 

CAN inquiries will be treated in the strictest confidencs.} | a 

YES! | am interested. Please rush me j 

more information ón Asian Banking 

oa Center services in: 

«| (2 Singapore 

t2 Hong Kong 








Ci San Francisco 
Cj Guam, USA 






| 






The Worlds Leading Bank 


















‘stand this very Il, having thrown 
ny eovert ments in the past fori in- 













OW: Baranadara 













In the interview with Sri Lankan Presi- 
dent) Junius Jayewardene [27 June] 
dealing with the country's ethnic prob- 
lem, it says: ". . . he, in fact, has not con- 
led anything that she or her husband. 
(the late Sir Soloman Bandaranaike) 
had not conceded to the Tamils." 

. Having lived in that beautiful island 
paradise during the first half of my life 
and having had my education there, | 
should know better. Either Jayewar- 
ene was mistaken or he was mis- 








The: late büsband of Sirimavo 
ndaranaike was S. W.R.D. Bandara- 
e, the initials standing for Sydney 
t Ridgeway Dias, who was shot 
ad by a Buddhist monk in April/May 
956. The ytled personality was his 


daranaike, who died long before 
|! declaration of independence of the 
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;p.a.; current exchange rate $A1=$US.66. 


ment by invitation at any time. 


Canberra , ACT, 2601 Australia. GE. 


| ing the colonial p period. 


THE AUSTRALIAN NATIONAL UNIVERSITY invites ap- 
plications from suitably qualified men and women for ap- 
. pointment to the’ position of POSTDOCTORAL FELLOW/ 
. RESEARCH FELLOW in the DEPARTMENT OF POLITI- 
CAL. AND SOCIAL CHANGE, RESEARCH POLI OF E 


Applicants should be. PhD: graduates | in political s science or. 
a closely related discipline and should have appropriate re- ` 
Search experience and linguistic qualifications to carry out 
A research in the field of political and socio-economic change 
in South-East Asia, the South-West Pacific, or Aboriginal -f 
Australia. The appointment as Research Fellowship will be . 
for 3 years initially and may be extended, after review, to a 
^maximum of 5 years. Appointment as Postdoctoral Fellow 
Grade 1 is normally for 2 years initially, and may be ex- 
tended, after review, to a maximum of 3 years. Further en- 
quiries should be directed to the head of pee Pro- 


Closing date 30 September 1985. Reference: PA. 4. 7. 1. 
Salary will be in accordance with qualifications and experi- .. 
Postdoctoral. Fellow Grade 1 
$22,614-$25,905 p.a.; Research Fellow $26.236-$34,467 


towards travel, assistance with housing, superannuation. 
: Maternity leave is available. The University reserves the 
fight not to make an appointment or to make a an rd aud 


Prospective applicants should write for "Rune particulárs 
uoting the reference number before submitting applica- 
tions to Patricia M White, Acting Registrar, GPO: Box 4, 


Rawalpindi E Akbar Khan 


No discrimination. 


I wish to disabuse both ‘Fair-minded’ 
[27 June] and the rest of your readers of 
the false but fashionable (in less en- 
lightened circles) notion that. just be- 
cause meritocracy works in Singapore 
when it does not seem to elsewhere, 
therefore there is no meritocracy here. 
The base allegation that "racial dis- 
crimination is openly practised in Singa- 
pore" is proof of his intellectual and 
spiritual dishonesty. He has offered no 
proof to back up his accusation, just in- 
nuendoes. 

The fact remains that there is no ra- 
cial discrimination in Singapore. Indian 
and minority race MPs do not represent 
their narrow communal and racial in- 
terests. There is no need to. They repre- 
sent their multi-racial constituents. In 
our cosmopolitan and polyglot island 

minority races have enough mil- 
„professors, soccer stars, civil- 
service mandarins and community lead- 
ers among their number. Unlike ‘Fair- 
minded,” they do not suffer any inferior- 





‘ity complex, but assiduously pursue 
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Reservations should be 
addressed to: 


General Sales Manager 
. Far Eastern Economic Review 
7th Floor, Centre Point 
181-185 Gloucester Road - 
GPO Box 160, Hongkong 


of us ‘from minority races who marry. 


language for our children. That none of 









' attack those. 








Chinese spouses and send our children | 
to learn Mandarin. Whatever birthright 
we have is strictly none of his business, 
so too our choice of spouses and second 







our readers nor the government has re- 

utted him shows too clearly the bald 
stupidity of his baseless accusations. 
Singapore Martin Marini 


Confidence restored 


A REVIEW buyer for some 20 years, 1 
have become increasingly doubtful of 
your impartiality on Singapore over the | 
past few months. I was delighted, there- 
fore, to read your 4 July issue which is | 
the first one for months that is fair by 
Singapore. Welcome back to my confi- 
dence. 
Frankfurt 
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CORRECTION 


Siriluck. Ratanakorn was inadvertently refer: 
red to as the "former" president of the Securi- 
ties Exchange of Thailand in the report Bang- 
kok follows suit (Review. 25 July). Her resig- 
nation from that position does not take effert 
until I September. The error is regretted. 
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i ver since the communists came to power in China in 

1949 it has been a reasonable assumption that there 
must be some communist activity in Hongkong. But until 
very recently this has been a completely taboo subject as 
far as Hongkong officials have been concerned. With the 
Sino-British negotiations on the future of the territory now 
completed, however, that veil of secrecy is gradually lifting 
on both sides. The REviEw's Hongkong correspondent, 
Emily Lau, and China Trade writer Louise do Rosario have 
spent several months researching the subject and this 
week we print probably the most detailed account yet of 


the structure and activities of the communist party in Hongkong and of Chinese 
efforts to penetrate its economy and cultural world. 


Pages 22-30. 


Cover illustration by Frank Tam and Andy Tang. 





Page 10 

A newly formed reform movement 
within the Philippine armed forces 
could prove a powerful political tool 
in the post-Marcos era. 


Page 13 

Nguyen Van Linh is reinstated as a 
member of Vietnam's politburo three 
years after losing the post. 


Page 14 

The Malaysian prime minister fails to 
assure Malaysian Indian Congress 
members that more Indians will be 
employed in government service. 


Page 16 

The Thai coalition government 
pushes through a constitutional 
amendment to alter the form of voting 
which will give a better chance to 
small parties — against military oppo- 
sition. 





Page 32 

South Korea's two opposition Kims 
disagree on their respective roles in a 
future challenge to the establishment. 


Page 35 

Tokyo and Washington quietly work 
out procedures which will enable the 
export of Japanese military technol- 
ogy to the US before the end of the 
year. 


46 
China's craze for Japanese consumer 
goods fuels a massive trade imbal- 
ance. 


Page 48 

Japanese Prime Minister Yasuhiro 
Nakasone's swing around Europe 
points up continuing differences over 
trade issues. 


Page 50 
Burma is to shore up its ports in antici- 
pation of a rise in trade. 


52 
The Australian airline, Qantas, gears 
up for expansion. 


Page 56 

The formation of a study group in 
Hongkong reflects broad concern 
over recent tax-law changes. 


Page 62 

As the Japanese stockmarket's hi- 
tech boom fades, property stocks 
come into the limelight. 
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Page 66 
Dragonair, the new Hongkong airline, 
is cleared for takeoff at last. 


Page 68 | 
The World Bank turns in a huge profit, 
but its lending declines. 
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BRIEFING 


the presidency 

The Singapore Government 
has decided to amend the con- 
stitution to give the country's 
president overriding powers 
over the nation's monetary re- 
serves, Prime Minister Lee 
Kuan Yew told parliament on 
23 July. Lee said it would take 
two years for the government 
to finalise the details of the pro- 
posal after which it would be 
placed before parliament. 

Lec first broached the idea 
in April last year, when he said 
the president should have veto 
powers so that a future reckless 
government would not squan- 
der the country's reserves — 
estimated at about $$23 billion 
(US$10.44 billion). Currently 





the president is a ceremonial 
ligure without executive pow- 
ers and is elected by parliament 
where the ruling People's Ac- 
tion Party has a 77-2 majori- 
ty. The presidency has been 
vacant since the resignation 
of C. V. Devan Nair in March. 
Lee has indicated that he could 
be a candidate for the new- 
style presidency. 

— V. G. Kulkarni 


Fretilin group denied 
radio licence 
The Australian Government 
has rejected a formal applica- 
tion by supporters of the. East 
Timor independence move- 
ment Fretilin for a radio licence 
so that they can communicate 
with Fretilin forces still fighting 
Indonesian troops. They may 
continue secret transmissions 
without a licence, as they have 
done since earlier this year 
(Review, 13 June). 
Meanwhile, Immigration 
Minister Chris Hurford has 


said that five young Melane- 
sians from Indonesia’s Irian 
Jaya province who reached 
Australian territory by canoe 
(REVIEW, 18 July) will not be 
granted permanent residence, 
saying Australia did not want 
to become a “frontline state” 
for dissidence against a friendly 
neighbour. However, after 
consultation with the United 
Nations High Commissionet 
for Refugees, they may be 
given refugee status, allowing 
them to stay until settlement in 
a third count Be arranged. In- 
donesian Ambassador August 
Marpaung said the five would 
not be harmed if they returned 
home to Merauke. 

— Hamish McDonald 


ling 

border wal 

Malaysia will soon build a 
M$43.3 million (US$17.5 mil- 
lion) wall stretching 25 km 
along. the Malaysia-Thai bor- 
der as a further deterrence to 
communist infiltration and to 
stem arms and drug smuggling. 
The wall will stand between 2.4 
and 3.4 m in height depending 
on terrain. 

Malaysia will foot the entire 
bill as it initiated the idea and 
the wall will in fact be built 
4.5 m from the border on the 
Malaysian side, to beef up the 
existing barbed-wire fencing 
along the border. 

Sources say the wall will be 
built near the border town of 
Grik, in northern Perak state, a 
"security area" where curfew 
hours are still observed at 
night. — Suhaini Aznam 


The headquarters and central 
studio of Radio Republik In- 
donesia were completely de- 
stroyed and the station forced 
off the air for two hours in a 20 
July fire which killed two em- 
ployees and injured several 
others. Crack troops surround- 
ed the gutted eight-story build- 
ing as a crime-lab team sifted 
the debris for evidence of 
arson. But Department of In- 
formation spokesmen ascribed 
the blaze to an electrical short 
circuit. 

Nevertheless, opposition 
party arliamentarians pub- 
icly called for further investi- 
gations in light of the spate of 
unexplained fires that has de- 
stroyed department stores, 
Chinese shops and restaurants 
in Jakarta over the past nine 
months. — Lincoln Kaye 
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BUSINESS 


Hong Leong goes 

for rumour-mongers 
Singapore's biggest finance 
company, Hong Leong Fi- 
nance, has offered a S$250,000 
(US$113,500) reward for infor- 
mation leading to the success- 
ful prosecution of people al- 
leged to have spread “un- 
founded and malicious 
rumours" about the soundness 
of the company and its sub- 
sidiary, Singapore Finance. 
Chairman of both companies, 
Kwek Leng Beng, made the 
offer on 22 July after crowds 
had gathered outside a Hong 
Leong branch. The following 
day, the Monetary Authority 
of Singapore (MAS) said it had 
been informed of "unusually 
high withdrawals" at some of 





the two companies' branches. 
The MAS said, however, that it 
had found “no basis for the 
concern over the financial 
health" of the two. 

A few days before the 
rumours surfaced, the Hong 
Leong group had announced 
its approach to Hongkong 
Land with a view to purchasing 
Hongkong's Excelsior Hotel 
for a cash price of around 
HK$800 million (US$102.5 
million). — V. G. Kulkarni 


Manila to draw down 
two IMF tranches 


The Philippines expects to 
draw the second tranche of its 
615 million special drawin 
rights (US$633.6 million} 
standby credit from the Inter- 
national Monetary Fund in 
early August. The drawing will 
also qualify Manila to take the 
first tranche of US$400 million 
from the new money facility 
that the country’s 483 foreign 
bank creditors had committed 
to extend. Both facilities are 
key to a programme aimed at 
restructuring the Philippine 
economy. 

The first tranche of the new 
money facility had been de- 


layed following a US bank’s re- 
ported disagreement with the 
computation of the amount 
that it should contribute in the 
facility. The bank was reported 
to be Mellon Bank, but bank- 
ing sources said Mellon denied 
in New York that it had caused 
any delay in the fresh credits. 
The Central Bank of the Philip- 
pines is currently finalising, 
with lawyers from the IMF and 
creditor banks, the documents 
for the rescheduling of part of 
the country’s foreign debts. 

— Jose Galang 


Singapore growth rate 
to fall further in 1985 


The US Embassy in Singapore 
released on 18 July an assess- 
ment of the republic’s econo- 
mic performance in 1984 and 
early 1985, forecasting real 
growth of only 3-5% for the 
current year. This compares 
with the 8.2% recorded last 
year. One of the main reasons 
cited for this low forecast is the 
slowdown in the manufactur- 
ing sector's exports to the US 
this year. As if to underline 
that trend, General Electric 
Co. announced on the same 
day as the release of the report 
that it was laying off a further 
1,300 workers at its domestic- 
appliance and TV factories. 
The company had already laid 
off a similar number earlier this 


year. — V. G. Kulkarni 
banks cut prime 

to economy 

Japanese long-term credit 


banks lowered their prime rate 
by 0.3 of a point to 7.2% on 23 
July, effective 29 July. The new 
rate represents the second-low- 
est rate in the post- World War 
II era (from 1978 to 1979 the 
prime dipped to 7.1%). Initiat- 
ed by the Industrial Bank of 
Japan (IBJ), the reduction is 
intended primarily to stimulate 
the domestic economy, par- 
ticularly investment in man- 
ufacturing equipment, IBJ's 
research department said. 
Bankers said factors in- 
fluencing the decision were the 
recent strengthening of the yen 
against the US dollar, lower 
market rates in Japan and a 
lower US prime rate, but the 
denied the motive was to chec 
the rise of the yen. Long-term 
credit banks also will cut the in- 
terest rate on five-year finan- 
cial debentures from 6.6% to 
6.3%. Trust banks are lower- 
ing estimated yield on five-year 
loan trusts by 0.3 of a point to 
6.32%. — Bruce Roscoe 


1 ALMUICT *300C . CAD CACTEDA) renee 40 Fn ras 





=~ na 




















































The US Agency for International 
Development has prepared a 
voluminous report on how 
Washington could help the 
non-communist Cambodian 
resistance with non-military aid. 
Suggestions include provision of 
medical supplies and the training of 
paramedics, technicians, teachers 
and radio broadcasters. The report 
helps the administration avoid 
allocating to military aid the US$5 
million recently approved by 
congress in a compromise which 
allows the money to be spent either 
on aid or arms — at the 
administration's discretion. 


OPTING OUT 


South Korean President Chun Doo 
Hwan told journalists at a recent 
lunch that he does not regard himself 
as responsible for the bloodshed of 
the 1980 Kwangju uprising in which 
191 people were killed battling 
government troops. He maintained 
that the military operation that led to 
the deaths was ordered by then 
interim president Choi Kyu Hah, 
who was the country’s chief 
martial-law commander at the time, 
while he, Chun, was only in charge of 
military intelligence. 


DIRECT LINE 

In a subtle gesture indicating China’s 
interest in normalising relations with 

Vietnam, Peking has recently asked | 
Hanoi to restore a direct telex line to 


THE WEEK 


BANGLADESH 

Hundreds of students demonstrated at 
Dhaka University demanding free political 
activity, the release of detained politicians 
and autonomy for Bangladesh's six univer- 
sities (23 July). 


CHINA 
President Li Xiannian arrived in the US 
for an official visit (22 July). 


HONGKONG i 

The British and Chinese negotiators of 
the Joint Liaison Group met for their first 
formal session at the Foreign Office in Bri- 
tain (22 July). 
INDIA 

All troops were being withdrawn from 
Ahmedabad in Gujarat state in an attempt to 
end violence over education and job quotas 
for lower castes, the administration said (/7 
July). Seven people died in clashes in 
Ahmedabad, the Press Trust of India (PTI) 
reported (/8 July). Eleven people died and 

30 were injured in fresh violence in 
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the Xinhua newsagency's office in 
Hanoi. The line has been out since 
1979, and Xinhua has been using the 
postal telex system, for which it pays 
an exorbitant rate in US dollars. 
Sources told the REVIEW that 
Vietnam has not yet responded but is 
likely to agree and ask for a reciprocal 
line for the Vietnam News Agency 
office in Peking. 


NO-GOH AREAS 
Singapore's former deputy prime 
minister, Goh Keng Swee, now an 
adviser to the Chinese Government 
on the development of China's 
coastal regions, may have influenced 
the recent decision to channel foreign 
investment to four instead of the 
proposed 14 coastal cities. Goh, who 
was asked to look at all 14 coastal 
cities, told the State 
Council's Special 
Economic Zone 
(SEZ) office that 
this was too much 
and that he would 
only concentrate 
on existing SEZs 
in the south, plus 
Shanghai and 
Hainan Island. On 
15 July, State 
Councillor Gu Mu announced that 
efforts to attract foreign investment 
would be concentrated on four large 
coastal cities — Shanghai, Canton, 
Dalian and Tianjin — with less 
emphasis on the other 10. Goh's 
team, which includes former minister 





Ahmedabad, PTI said (22 July). Prime 
Minister Rajiv Gandhi met Sikh leader Sant 
Harchand Singh Longowal in a new bid to 
break the deadlock over the crisis in Punjab 
(23 July). 


JAPAN 

At least 27 people were arrested as nearly 
1,000 people demonstrated against the plan- 
ned expansion of Narita international airport 
(21 July). 


NEW ZEALAND 

A man and a woman claiming Swiss 
citizenship were charged in an Auckland 
court with murder and arson in connection 
with the sabotage of the Greenpeace protest 
ship Rainbow Warrior (23 July). 


PAKISTAN 

Police said they had arrested eight Iran- 
ians who were suspected of bombing the 
Pan Am offices in Karachi. The son of 
former prime minister Zulfikar Ali Bhutto, 
Shah Nawaz, was found dead in Cannes, 
southern France (/8 July). 
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for national development and now 
chairman of the Port Authority of. 
Singapore, Lim Kim San, has also — 
been asked to find a solution to the 
currency problem in Shenzhen. 


OPEN ARMS 


Yugoslavia expressed interest in 
cooperating with Sri Lanka in “the — 
military field" during a meeting of the 
joint committee for economic : 
cooperation between the two ) 
countries, which opened in Colombo - 
on 22 July. Finance Minister Ronnie | 
de Mel led the Sri Lanka delegation - 
to the talks, while Belgrade was " 
represented by Milenko Bojanik, a — 
member of the Federal Executive — - 
Council and secretary for foreign 
trade. 


DRAFTED OUT h 


The final draft of Philippine President 
Ferdinand Marcos’ state-of-the- | 
nation address opening the second _ 
regular session of the national 
assembly contained a reference to the | 
assassination of former opposition — - 
leader Benigno Aquino, The “tragic 
event," as the draft called the Aquino 
murder, was cited as the trigger for _ 
the financial crisis in late 1983 which 
made “a tough situation suddenly — 
critical." It would have been Marcos” 
first public statement linking the 
assassination to the subsequent 

problems that his government faced — 
— but he skipped the relevant three- 

sentence paragraph in his actual — 
address. . 1 


PHILIPPINES 
Debate in the national assembly was in- 
terrupted when about 200 people unfurled 
banners calling for the impeachment of Pre- 
sident Ferdinand Marcos (3 July). " 


SI P 

Prime Minister Lee Kuan Yew said the 
cabinet had decided to give executive powers. 
to a future president (23 July). - 


“| 
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SOUTH KOREA i 

Five members of parliament each from 
the North and the South met at the border 
village of Panmunjom in the first such meet- 
ing since the count was divided. Nine dissi- 
dents connected with the production of an 
underground publication were arrested on - 
Try of violating national security laws — 
(23 July). X 


SRI LANKA E 

Tamil separatists shot dead a soldier and 
wounded three others during a search by 
security forces in the Northern Province, of- | 
ficial sources said (27 July). tf 
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A military reform movement takes hold 


The hidden hand 


By Rodney Tasker in Manila 


A movement among young officers in 
the Philippine Armed Forces 
(AFP) to reform the much maligned 
military has stirred a great deal of in- 
terest here. But behind its commend- 
able public face is an inner-circle of 
deadly serious, politically aware officers 
who have more important national con- 
cerns on their minds, 

According to reliable military 
sources close to the core of the move- 
ment, the publicly scrutinised reform 
drive, while sincerely motivated, also 
acts as a smokescreen for a more 
ominous political strategy. Many 
observers already suspect that the 
reformists are concerned about the 
sense of disgrace brought to the 
AFP by chief of staff, on leave, 
Gen. Fabian Ver through his being 
charged as an accessory to the 
murder of opposition leader Be- 
nigno Aquino, his political influ- 
ence over President Ferdinand 
Marcos and the system of patron- 
age rather than professional ability 
which he is perceived to espouse in 
the officer corps. 

While the reformist movement 
by its very nature is undoubtedly 
opposed to Ver and his influence, 
Boo of more concern is the 

hilippine army commander, 
Maj.-Gen. Josephus Ramas. 
Sources say leaders of the reform 
movement are worried about a 
post-Marcos scenario in which the 

resident's ambitious wife, Imelda 

arcos, Or someone else in the 
Marcos camp, attempts to seize 
p" by non-democratic means, 

acked by Ramas with the power 
of the army at his disposal. 
The reformists say privately the 
would move to stop this — with 
the implied threat that they would 
resort to armed force if neces- 
sary. 

The situation brings a new element 
to a military which, despite its enhanced 
role in national affairs since the 1972-81 
martial-law years, has never been the 
political animal that it is, for example, in 
neighbouring Indonesia and Thailand. 

amas is known to be close to Ver 
but, more significantly, he is also one of 
Mrs Marcos’ favourites. A one-time of- 
ficer in the elite Rangers, he was head of 
army intelligence before promotion to 
his current powerful position. As one 
colonel pointed out to the REVIEW, the 
fear among the reformist officers is that 
while Ver, an older man largely discre- 
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Officer cadets: disillusioned. 


dited in the world media, might be able 
to swing his military influence behind 
Mrs Marcos, to whom he is known to be 
loyal, Ramas’ army has more armour 
and combat punch than the other AFP 
branches to ensure the success of what 
effectively would be a coup. 

“Ramas has the ability to ingratiate 
himself.” one cabinet minister com- 
mented. “If Ver goes, his influence will 
increase substantially.” 

At the same time, however, military 
observers are also watching two 





younger, powerful army officers who 
are both related to the Marcoses and 
who have key commands. They are 
Brig.-Gen. Roland Pattugalan, whose 
wife is a niece of Marcos and who com- 
mands the 2nd Infantry Division — 
based close to Manila in Rizal province 
— and Brig.-Gen. Edon Yap, Mrs Mar- 
cos’ brother-in-law, who is commander 
of the army reserve. 

Describing the reform movement's 
deeper, clandestine mission to ensure 
that democratic, constitutional process- 
es are followed in a post-Marcos suc- 
cession struggle, a military source said: 


TJS GEORGE 








"They [the reformists] would like 
Ramas and Ver to feel that if they have 
any funny ideas, they'll get serious.” 

It was a warning from the nationwide 
movement that given the movement's 
estimated strength of 1,500 officers — 
of a total 13,000-man officer corps — 
potential coup leaders should not *open 
a Pandora's box." By that the source im- 
plied that the reformists would try to 
match any potential coup force's 
strength, to which end they have report- 
edly even begun to try to set up a net- 

work of paramilitary units as well 
as one of loyalist military regulars. 

The sources also claimed that 
Ramas may be well aware of the 
movement's intentions and is mov- 
ing to neutralise it. The sources say 
Ramas has sent word to his army 
officers not to join the reformists, 
has set up a fund on which to draw 
to counter the movement and is 
even training a 600-man elite force 

' for the same purpose. 


W hile such dark political scen- 
arios are very much in the 
minds of reform-movement lead- 
ers, of more immediate concern is 
improving morale and discipline in 
the AFP, driving out corruption 
and other abuses and upgrading 
logistical support for a military 
combatting the growing power of 
the communist New People’s 
Army (NPA). “We are the only 
ones standing between the repub- 
lic and the insurgents,” one re- 
formist officer said in an interview, 
adding: “If we fall, it’s easy pick- 
ings.” 

The beginnings of the move- 
ment, which now calls itself the 
Reform the AFP Movement and 
has adopted the military-style 
motto of “We Belong,” can be 
traced back some four years to a 
group of young officers sickened by the 
AFP’s poor image among the people. 
The Aquino assassination in August 
1983, while heaping further disgrace on 
the uniformed services for their alleged 
involvement in the murder — and at 
best their failure to stop it— also served 
to provide fertile ground to strengthen 
the movement until it became a serious 
cause towards the end of 1984. _ 

The reformists surfaced publicly 
on 21 March when a large group of 
Philippine Military Academy (PMA) 
—— demonstrated quietly with 

anners calling for reforms in the AFP 
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at the year-end PMA graduation cere- 
mony attended by Marcos. Since then 
the movements spokesmen have 
claimed that the majority of the move- 
ment's members are disillusioned PMA 
graduates from the class of 1971 through 
to the present. Most, thdy say, are offic- 
ers ranging in rank from second lieuten- 
ant to lieutenant-colonel — with some 
full colonels from earlier PMA classes. 

Two policy documents, a prelimi- 
nary statement of aspirations drawn up 
on 17 February and a statement of com- 
mon aspirations issued on 15 March, 
lay down the movement's reformist 
guidelines in seeking an "effective and 
efficient and fair-minded armed forces 
in the service of country and people." 

The movement seeks measures to 
prevent rifts in the AFP, weed out cor- 
ruption and banish “undesirables.” It 
also wants improved training, educa- 
tion, equipment and more efficient dis- 
persement of logistical supplies to troops 
in the field. Promotions and re- 
wards, the movement says, should 
be solely on the basis of merit. The 
overall aim is to improve the 
morale of a military which has be- 
come largely alienated from the 
people, particularly in combat 
areas. 

Few Filipino leaders, military or 
civilian, have been able to fault 
these aims. Some officers, particu- 
larly those of the old school, think 
that such a movement in an AFP 
whose members, by tradition, have 
never been as politicised or so out- 
spoken in public, presents the 
danger of mutiny in the ranks. But 
many other senior officers, tired of 
public derision because of the 
abuses of some troopers and the 
vested interests of some of their of- 
ficers, privately applaud it as a veh- 
icle for restoring military dignity 
and effectiveness. 

In May, the board of the Associ- 
ation of AFP Generals and Flag 
Officers issued a statement, signed 
by the secretary, Brig.-Gen. Albert 
Friedlander, saying its members 
“appreciate and support the We 
Belong movement and express our 
deep admiration and commenda- 
tion to this highly patriotic act.” 

Because of the movement’s un- 
written but substantial political po- 
tential, insiders say that Ver has said pri- 
vately he regards it as a force being nur- 
tured by Defence Minister Juan Ponce 
Enrile, a rivalinthe Manila power game. 
Indeed, two reformists who have so far 
emerged publicly as spokesmen for the 
movement — Col Hernani Figueroa, à 
former PC intelligence officer, and Navy 
Capt. Rex Robles, also with an intelli- 
gence background — are both military 
assistants in Enrile's office. 

Enrile himself denies any direct in- 
volvement in the movement — and the 
movement denies any connection to 
him — saying publicly that it is a rather 
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badly organised group with no political 


component. However, he told the 
REVIEW: "I would not take this group 
lightly on a long-term basis . . . as far as 
their desires for reform are concerned, 
we are all for it. We have attuned to 
their desires." 


y "we," Enrile was probably refer- 

ring also to acting chief of staff 
Lieut-Gen. Fidel Ramos, concurrently 
PC commander, widely respected in the 
military as a professional officer and the 
antithesis of what Ver and his loyalists 
represent. Both Enrile and Ramos held 
long meetings with representatives of 
the reform movement in April and both 
said that, while agreeing with the 
group's reformist zeal, measures were 
already under way to rectify the situa- 
tion. However, while pushing Ramos to 
implement their reform programme, 
movement leaders do not view the gen- 
eral — a cousin of Marcos — as a de- 





terrent to the likes of Ver and Ramas. 

Enrile and Ramos also urged the 
group to see Marcos, and a presidential 
meeting subsequently took place on 31 
May. While a palace spokesman said 
later that Marcos had told the group 
that instances of alleged corruption and 
abuse of power in the military would be 
rigorously investigated, other sources 
said that the president had warned the 
group, "in a fatherly way," that by com- 
plaining about abuses, they could be 
playing into the hands of subversive 
groups. One movement officer com- 
mented afterwards: "We are not going 








^ 2° 
to push the president to the wall. We are 
not concerned with him." 

Enrile is also believed to have been 

uietly advising the movement about 
the dangers of external influences, 
warning the officers against manipula- 
tion by vested political interests — both 
from the Right and Left. Activist busi- 
ness leaders in Manila on the one hand, 
and the leftist umbrella group the Na- 
tional Front on the other, are known to 
have been among those trying to forge 
relations with the potentially formida- 
ble political force. The US Embassy, 
among other interested foreign obser- 
vers, is known to regard it as a highly 
significant political development. 

One reformist leader said inan inter- 
view: "We have been wooed like hell 
[by vested political interests], but we are 
very careful to avoid such manipula- 
tion." While agreeing that the move- 
ment was "of course political," the same 
leader said its ideology was individual- 
oriented, rather than leaning to- 
wards any broader banner. Philip- 
pine military officers are, by their 
very training and education, anti- 
. Marxist. 

There have also been attempts 
to infiltrate the movement, al- 
legedly by presidential palace in- 
formers and officers loyal to Ver 
and Ramas. 

The movement's po direc- 
tion is apparently handled by à 
small group of intelligent, dedi- 
cated officers within a newly 
formed, 11-man steering commit- 
tee in the national capital chapter. 
One major problem for those at the 
centre is to keep close contact with 
other reformist chapters which have 
sprung up nationwide. Many, per- 
haps most, of the officers are young 
men and women in their late 20s 
who, while full of idealistic reform- 
ist zeal, are somewhat naive poli- 
tically. Movement leaders are be- 
lieved to be quietly planning to teach 
them to be more politically aware. 

For the moment, the reform 
movement is neither an official nor 
an underground organisation. 
That is the way its leaders prefer it 
to remain while they tackle the 
mammoth task of giving it more 
shape — and more teeth. The real 
leaders remain anonymous for 

their own safety as they try to fend off 
political attempts to exploit, subvert and 
destroy the movement. 

If they succeed in their immediate re- 
formist mission, the AFP will be a more 
acceptable guardian of the people and a 
more effective adversary for the NPA. 
If they manage to achieve their second, 
more dangerous, goal of safeguarding a 
democratic transition. of power after 
Marcos, the potentially worrisome fac- 
tor in a civilian democracy is that the 
AFP will have earned itself a permanent 

osition on the Philippines’ political 
andscape. o 
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Power to the reformer 


Fidel Ramos gains clout in shaking up the military 


any military observers feel the re- 
form movement in the Armed 
Forces of the Philippines (AFP) has 
iven acting chief of staff Lieut-Gen. 
Fidel Ramos more power. Since Oc- 
tober 1984 when he temporarily took 
over the top military position from Gen. 
Fabian Ver, who was placed on leave 
when he was charged as an accessory in 
the murder of former senator Benigno 
Aquino, Ramos has tried to carry out 
his own reform programme in the mili- 
tary. But with the prospect of Ver's re- 
turn after an expected acquittal in the 
Aquino murder trial, Ramos has had to 
tread carefully. 

So when Ramos told reform-move- 
ment leaders in April that he was al- 
ready doing something to improve the 
armed forces, he meant it. He had al- 
ready laid down three guiding principles 
for reform: restoring and maintaining 
the people's faith in the AFP; improving 
morale and discipline, and increasing 
the military's effectiveness. 

In subsequent guidelines issued to 
the four branches of the AFP, Ramos 
stressed the improvement of logisti- 
cal support for troops battling com- 
munist New People's Army (NPA) in- 
surgents as a priority, including better 
equipment and more efficient supply 
lines. 

But as one general pointed out to the 
REVIEW this requires more resources, 
and there has been general despon- 
dency at the top over the US House of 
Representatives’ recent move to cut 


DIPLOMACY 


military aid to the Philippines in the 
coming year from a proposed US$100 
million to only US$25 million. 

One major gripe of the reformists is 
the bad image given to the AFP by “un- 
desirable” officers and men who carry 
out abuses among the civilian popula- 
tion, misuse equipment for their own 
personal needs, use their positions for 
financial gain and take part in criminal 
activities. 


Ramos and Ver: treading softly. 


Khmer double talk 


The Pol Pot faction clears away one obstacle 


By Richard Nations 


he Khmer Rouge declaration that it 

will accept the “Heng Samrin 
group” as a legitimate partner in a fu- 
ture Cambodian government clears 
away a major obstacle — if only one of 
several — to an eventual Cambodia set- 
tlement, annene, the most powerful 
force in the anti-Vietnamese resistance 
into line with the Asean appeal for “pro- 
ximity talks” with Hanoi. 

Diplomats read the 14 July broadcast 
over Voice of Democratic Kampuchea 
as a major policy statement designed to 
counter Hanoi’s attempts to isolate Pol 
Pot by — for national unity 
among all Cambodians, including those 
who "have served the Vietnamese ag- 
gressors" — meaning the Heng Samrin 
regime and its supporters. 


12 


The long-standing Khmer Rouge 
commitments to a "liberal capitalist" 
economy and “parliamentary regime in 
politics” are viewed with scepticism. 
But an oblique pledge to give up power 
if they lost free elections to be held after 
the Vietnamese withdrawal, is regarded 
as a new step to buttress Pol Pot's cre- 
dentials as a reliably nationalist and 
anti- Vietnamese force. 

Observers say that the Khmer Rouge 
appeal is unlikely to have any immediate 
effect on the Cambodia deadlock since 
Hanoi has already heaped ridicule on 
Asean’s proximity-talks proposal while 
pressing its “non-negotiable” demand 
for the exile of the Khmer Rouge 
leadership. 

But both Malaysian and Thai leaders 


According to the AFP's Civil Rela- 
tions Service, since Ramos set up a spe- 
cial action committee at general head- 
quarters late last year, chaired by de- 

uty chief of staff Commodore Serapio 

artillano, 92 officers and enlisted men 

had received disciplinary action up to 
May for a range of abuses. 


wo Philippine Constabulary offic- 

ers have been relieved of their com- 
mands, five officers and 15 enlisted men 
have been court martialled and others 
have been put under technical arrest or 
confined to their quarters for up to 60 
days, forfeiting their pay. 

Another complaint of the reformists 





have welcomed the Khmer Rouge state- 
ment — which followed nation-wide 
meetings of Pol Pot's party on 5-6 July 
— as enhancing the prospects for talks 
on Cambodia. Only recently the Khmer 
Rouge rejected proximity talks for fear 
that they would increase their isolation 
while indirectly recognising the *Viet- 
namese puppet government" in Phnom 
Penh. 

But diplomats say the appeal to 
Heng Samrin is all the more significant 
since it acknowledges the leader of the 
breakaway faction of Khmer Rouge 
communists, long presumed to be 
anathema to Pol Pot as the "traitor" 
who went over to Hanoi as a front for 
the 1978-79 invasion of Cambodia. 


his brings the Khmer Rouge in line 

with coalition president Prince Noro- 
dom Sihanouk's calls for "national re- 
conciliation" talks with Heng Samrin, 
taking a step closer to an agreed agenda 
for negotiations with Hanoi, and streng- 
thening coalition unity badly damaged 
by recent battlefield setbacks. 

On 16 July the US State Depart- 
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concerns the controversial issue of over- | ~ 
Staying generals. In mid-1984, there | 


were 99 generals in the AFP, about 50 of 
whom had had their terms extended 
ast normal retirement age — includ- 
ing chiefs of all four branches of the 
AFP. 

Since then, the number of extendees 
has been reduced to 29, of whom as 
many as 20-25 are expected to be retir- 
ed by October. Meanwhile, 28 new gen- 
erals were promoted at the end of June 
and the beginning of July. 

Another issue which appears now 
to be taken seriously is proper educa- 
tion for the rank and file: teaching 
troops just exactly what they are fight- 
ing for and cutting through the very ef- 
fective NPA propaganda which has 
created the impression that the com- 
munist insurgents have right on their 
side and are superior to government 
troops. 

Ramos and Defence Minister Juan 
Ponce Enrile are also making trips, 
on a systematic basis, to the provinces 
to meet members of the civilian peace 
and order councils. During these meet- 
ings, they identify the various roles 
which each sector of society can play in 
the battle against the communists and 
try to impress on the people that the 
NPA is not the fearful, powerful ogre 
which its propaganda would have peo- 
ple believe. 

Whatever the altruistic intentions of 
Ramos and Enrile, however, it is known 
that Ver and even President Ferdinand 
Marcos are concerned that the two may 
be using the visits as a vehicle for a more 
serious nationwide political campaign 
to win popular support for themselves at 
the expense of the powers-that-be in 
Manila. — Rodney Tasker 


ment said that US policy towards the 
Khmer Rouge would remain unchanged 
despite its new signs of flexibility. 
But US sources concede that Pol Pot's 
overture to Heng Samrin “knocks the 
props from under [Secretary of State 
George Shultz'] objections to the pro- 
ximity talks as according a degree 
of recognition to the Heng Samrin re- 
gime." 

Diplomats also suspect China's hand 
behind the Khmer Rouge gesture. And 
though the Khmer Rouge statement 
may be timed to influence the UN vote 
on Cambodia this autumn, sources do 
not rule out the possibility that Peking 
intends to signal to the Vietnamese a 
greater flexibility over Cambodia, with- 
out, however, announcing any conces- 
sions on its demand for a total with- 
drawal of Vietnamese troops. "Peking 
seems to have combined strong material 
support for the Cambodian resistance to 
reassure the Thais," a diplomat com- 
mented, “with a softer public line on 
Cambodia to probe [the new Soviet 
leadership of Mikhail] Gorbachov's po- 
sition." o 
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Bounce back to favour 

Nguyen Van Linh is reappointed to the politburo 

By Paul Quinn-Judge in Bangkok 

N en Van Linh, one of Vietnam Communist Party (VCP) Secretary- 
cdi Le Duan's closest associates, has bounced back into the politburo 


after a three-year absence — an incident which underlines Le Duan's pre- 
eminence in the VCP. 


The reappointment had been the subject of rumours since April. The Viet- 
namese leadership, however, prefers not to announce such directly, 
and the first co tion of the appointment came in a 7 July article in the 


VCP daily Nhan Dan which referred to “Nguyen Van Linh, politburo member 
and Ho Chi Minh [City] party secretary." 

Linh's appointment does not seem to have been made at any other polit- 
buro member's expense. Instead, it has increased the 15-man body by one. It 
has the effect, however, of strengthening the "IA APP of the present liberal 
economic policies. Linh was party secretary of Ho Chi Minh City for much of 
the time of Ka senpro with the new, controversial policies, which in- 
clude the el of bureaucratic centralism in planning and the encour- 
agement of financial autonomy for state enterprises and institutions. 

Born in Hanoi in 1915, sentenced to life imprisonment in 1930 and released 
in 1936, Linh has spent most of his revolutionary career in the South. In 1939 
he was assigned to , now called Ho Chi Minh City, where he worked 
with Le Duan. In 1941 he wasarrested and sent for a sec- 
ond term to the island n camp of Con Dao, where — — 
Le Duan was also im ed. The two men worked to- | — 
gether closely throughout the 1950s. When Le Duan | 
made a clandestine stay in Saigon in 1956 Linh, already 
living underground in the city, was his main contact. 
And when Le Duan returned to the North in 1957, Linh 
took over as secretary of the party's office for South 
Vietnam. 

After 1964, when the war in the South intensified, 
Linh was replaced by a series of more senior offi- 
cials, but remained most of the time in the South. At 
war's end in 1975, he was a ted party secretary for 
Ho Chi Minh City and the following year was elected to 
the VCP politburo. One Vietnamese official, asked at 
the time which of the new politburo appointments was 
the most significant, answered without hesitation: 
“Linh’s.” 

Linh, however, failed to distinguish himself in | Linh: return to power. 
weg though this may have been partly due to ill- —— — 

ealth. His junior counterpart in Ho Chi Minh City, Vo Van Kiet, chairman 
the city's e's committee, quickly Pace wg him. Kiet took over as party 
secretary In I , and Linh moved over to the Trade Union Confederation. 
But Linh and Kiet apparently saw eye to eye on the economic reforms 
which Kiet is believed ie ave eaded. When Kiet was called to Hanoi to 
become chief planner in 1981, Linh returned to Ho Chi Minh City. He was, 
one 
the view of the city’s rather independent-minded party organisation. 

Linh was we from the politburo in 1982 and seemed to be heading for 
gentle obscurity. He was, however, unusually prominent at this year's celebra- 
tions to mark the 10th anniversary of the communist victory over the US-sup- 

ed government in Saigon. At the time, this seemed to be a valedictory but 
t is now obvious that it was a prelude to Linh's return to power. 

Other changes in the Ho Minh É leadership can only be 
explained. Mai Chi Tho, younger brother o 
most powerful figure in the cesar dpa —— as I committee chair- 
man by his deputy, Phan Van Khai, on 27 June. Khai, elected to alternate 
membership of the VCP central committee in 1982, may have been promoted 
to full membership of the committee. 

Mai Chi Tho's fate in unknown. He too was prominent during the 10th an- 
niversary celebrations — a fact that does not seem to indicate disgrace. He 
spent much of last year in the Soviet Union. At the time this was interpreted by 
usually reliable government sources as preparation for a new appointment — 
as head of the soon-to-be-created ministry of public security. 
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source in the city said, “the only acceptable replacement for Kiet” in 


tially - 
Le Duc Tho, probably the second 
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Malaysian Indians; Samy Vellu: seeking assurances. 


l'm saying yes, no 


Mahathir fails to ease Indians’ fears of discrimination 


By Suhaini Aznam in Kuala Lumpur 


| n the past few weeks, the Malaysian 
Indian Congress (MIC) — Malaysia's 
only Indian-based political party and a 
component member of the ruling Na- 
tional Front — has turned the spotlight 
on alleged hiring discrimination against 
Malaysian Indians in government ser- 
vice. But Indians attending the 20-21 
July MIC annual party congress, who 
hoped for some assurance that the prob- 
lem would be resolved, were disap- 
pointed. 

Guest speaker Prime Minister Datuk 
Seri Mahathir Mohamad dashed their 
hopes when he told the congress: “All I 
have to say is 3 and everything would 
happen. And I am saying yes. Unfortu- 
nately, I can say yes, but nothing will 
happen." Because of Mahathir's un- 
characteristically confusing remark, it 
took the delegates several moments be- 
fore his message began to hit home and, 
even then, the MIC leadership tried to 
interpret it in the best light possible. 

ahathir had earlier been dis- 
Eu when MIC president Datuk S. 
amy Vellu had aired his grievances on 
the alleged discrimination at a Federal 
Territory conference on 17 June when, 
as a full government minister, he had 
more private avenues of seeking the 
prime minister's attention. But if the 
prime minister wanted to show that voic- 
ing racial complaints in public would 
only hinder their cause, that message es- 
caped the assembly. 
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Nevertheless, MIC leaders said they 
were not discouraged by Mahathir's 
words. Samy Vellu says he remains op- 
timistic. “He [Mahathir] has taken stock 
of our problems. I know he likes to work 
quietly. I will now present the case in a 
more acceptable forum," he said, refer- 
ring to cabinet channels. 

Although delegates were  disap- 
pointed that Mahathir had not address- 
ed the detailed points Samy Vellu had 
raised, the party congress this year was 
remarkable for the good humour that 
prevailed. Unlike previous years when 
infighting for party posts had included 
throwing chairs across the convention 
floor, this congress concentrated its 
energies on Indian education, employ- 
ment and investment — and requests 
for increased representation in the next 
election. 


t the congress, Mahathir tried to 
warn the Indian community against 
making unreasonable demands. But 
that message too seems to have been 
lost on the delegates. Mahathir had 
inted out that in no constituency did 
ndians form a majority — a remark 
which stung some Indians. Mahathir 
also belittled the importance of Indian 
votes to the overall National Front vic- 
tory, said some delegates. 
Political representation by race for 
Malaysia's Indians, which make up 


about 8.5% of the population, is con- 


fined to the MIC. Although not a 
majority in any one constituency, In- 
dian voters can form a decisive voting 
block in up to 30% of the parliamentary 
constituencies, said MIC deputy presi- 
dent Datuk S. Subramaniam. Election 
workers of the United Malays National 
Organisation (Umno), the leading party 
in the National Front, recognise Malay- 
sian Indians as loyal National Front vot- 
ers. 

On a more personal level, Indian po- 
litical observers note that Samy Vellu 
now faces a self-made predicament. 
Within the party, he wants to be seen 
championing Indian interests before a 
younger leader upstages him, observers 
said. who recall the embarrassing 
heights reached in 1981 when the so- 
called Samy-Subra (Subramaniam) 
rivalry came to the fore during MIC fac- 
tional fighting. 


he fear of possible new rivals, the ob- 

servers said, prompted Samy Vellu’s 
emotional declaration at the party con- 
pete that “I’m not afraid to step down, 

ut nobody can shut my mouth even if I 
do step down," in response to a few 
Umno Youth divisions which had de- 
manded a public apology from Samy 
Vellu for speaking out on 14 June 
against alleged unfair treatment of In- 
dians in the predominantly Malay state 
of Kelantan and his allegations about 
discrimination against Indians in gov- 
ernment service. One Umno youth 
leader, Tamrin Ghaffar, has suggested 
Samy Vellu resign as minister given 
that he seemed unable to differen- 
tiate between his party and ministerial 
roles. 

Yet despite his occasional outbursts, 
Samy Vellu is criticised by some Malay- 
sian Indians for not standing up enough 
to Mahathir: on a few occasions he has 
referred affectionately to Umno as “big 
brother.” And when Mahathir asked 
him how he felt about his (Mahathir's) 
speech at the MIC annual assembly, 
Samy Vellu assured the prime minister 
that “we are not disappointed. We have 
full confidence in your leadership and 
are sure that you will understand our di- 
lemma." Samy Vellu has to tread care- 
fully with Mahathir on whom he de- 
pends for his political life as minister of 
works. 

Even some non-MIC politicians saw 
Samy Vellu as backpedalling after re- 
ceiving the sharp criticism offered up by 
Umno. By speaking out publicly on 17 
June about alleged discrimination in 

overnment service and then saying on 
28 June that the matter has been pub- 
licly dropped, Samy Vellu had done 
more harm than good to his cause, said a 
National Front MP. 

His present position was summed up 
by another politician quoting a Malay 
saying: Kalau berani jolok sarang te- 
buan, mestilah berani rasa sengatnya (if 
you dare disturb the hornet's nest, so 
must you brave its sting). oO 
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Kukrit: behind the bill. 


THAILAND 


MORE EQUAL 
VOTE MOVE 


Thai coalition pushes through 
electoral-system reform 


By John McBeth in Bangkok 

T hai Government coalition parties 
have won the day in a controversial 

parliamentary move to change Thai- 

land's election code from a province- 

wide party slate system to smaller con- 

stituencies and individual candidacy. 

The combined vote of the four-party 
ruling coalition overcame resistance to 
the change from a military bloc in the 
appointed senate and the lower house's 
opposition Chart Thai Party by 298 
votes to 17, with 27 abstentions. Despite 
the winning margin, it was a close call 
for the coalition because a minimum of 
284 votes, or half of both houses, was 
needed for the constitution to be 
amended. 

The bill, proposed by former prime 
minister Kukrit Pramoj's Social Action 
Party, overturns an experimental sys- 
tem which automatically came into ef- 
fect when provisional clauses were 
dropped from the constitution in early 
1983 — four years after promulgation of 
the charter. 

The amendment means a return to 
the old system of multiple constituen- 
cies in which candidates will run as indi- 
viduals, rather than in party groupings. 
This system benefits smaller, less 
affluent parties and parliamentary 
hopefuls who have local appeal among 
constituents but who may not have been 
successful when grouped with others in 
a party slate. 

While serving military officers in 
the senate opposed the bill, civilian sen- 
ators and retired military men voted for 
it. Among those who voted against the 
bill was powerful First Army Region 
commander Lieut-Gen. Pichit Kul- 
lavanich, while army commander, and 
concurrently supreme commander. 
Gen. Arthit Kamlang-ek, was absent 
from the 22 July parliamentary vote. Kl 
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More US participation in Thai exercise revealed 


Tt US participation in the recently concluded Cobra Gold 1985 
military exercise with Thai forces was considerably larger than the two 
countries at first revealed. Apart from amphibious forces and land-based F15 

hters, details are now filtering out on a direct airlift from Hawaii and 
Okinawa of a US infantry battalion and six Green Beret Special Forces teams 
— the largest US Army presence in Thailand for years. 

The infantrymen arrived unannounced aboard C5 Galaxy and C141 
Starlifter transport aircraft at B ok’s Don Muang airbase and also 
at the southern ai of Haad Yai, and spent about a month exercising 
with Thai forces in Songkhla province before the climax of the annual war 
Daly — an amphibious beach assault by 2,000 Thai and US marines on 


The army battalion, of the Hawaii-based 19th Regiment of the 25th In- 
fantry Division, brought its own helicopters and equipment for the man- 
oeuvres which were not connected in any direct tactical sense with the 
maritime phase of Cobra Gold. US and Thai briefing officers made no men- 
tion of the presence of the troops during the exercise, and a US official told the 
REVIEW: “It was not a secret, but we just didn’t publicise it.” 

The 130 Green Berets and an equal number of Thai Special Forces troopers 
are known to have taken part in several parachute jumps, including a night 
drop over Songkhla, an area which is still thought to contain some rag-tag ele- 
ments of the now largely demolished Communist Party of Thailand. The 
Americans, who split their exercise time between Songkhla and northern 
Chiang Mai province, were drawn from units in Okinawa and at Fort Lewis, 
Washington, Utah and New Hampshire. 

During the 1960s and up until their departure in 1971, Green Beret instruc- 
tors trained Thai and Lao soldiers at the Lopburi Special Warfare Centre, 
north of Bangkok. Although regular US Army troops have never been perma- 
nently stationed in Thailand, except for Green Berets, elements of the 25th 
Division were deployed to the Central Plains town of Nakhon Ratchasima 
during the so-called Nam Tha crisis in neighbouring Laos in 1962; the 25th Di- 
vision troops and about 1,000 marines ordered further north into Udon Thani 
province comprised probably the largest US ground combat force to have en- 
tered Thailand. 

The six FISs fighters which took part in the exercise were not, as the 
REVIEW previously reported, the first land-based American combat aircraft to 
operate from Thai since 1975. Last vear a small number of aging F4 Phan- 
tom jets were flown from the Philippines to the former US airbase of Takhli to 
give Thai go pilots experience in flying against a larger and more powerful 
ae ud d ut it is understood that the Thais and the US Air Force had been 
pushing for some time to involve frontline land-based aircraft such as the F16s 
in Cobra Gold. Well-placed sources say the US Government baulked at the 
idea up until now because it was worried about “sending the wrong signal” to 
Hanoi. — John McBeth 
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of the world's few who have 
reached the top (or soon will), 
you should consider our private € 
banking service. Exceptional in 
many ways, it combines the global 
experience, resources and security 
of American Express Bank with 
personal financial service that is 
second to none. 

As a valued client, you benefit 
from a broad spectrum of banking ser- 
vices, tailored to your specific needs. 
These include accounts in major 
currencies, asset management, long- 
and short-term investments, trust and 
custody services. All are provided with 
American Express Bank's traditional 
commitment to excellence. 

Your personal Account Officer 
will make certain that your affairs are 
handled swiftly, accurately and with 


World headquarters of American Express 


Bank Ltd. will soon move to its new home in 


the 51-story American Express Tower, nou 
nearing completion in New York City. 
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the utmost discretion. He can pro- 
pose a variety of ways to profit from 
growth situations throughout the 
world, always with due concern for 
the protection of your assets. 

Our private banking clients 
enjoy still another key advantage: 
access to the worldwide investment 
opportunities available through the 
American Express family 
, of companies, offering 

you many additional 
|! — ways to protect and 
S Increase your assets. 
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service in meeting the financial needs 
of clients around the world. 
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American Express Bank Gold Card 
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the-clock Premier Services," for the 
personal and business travel needs of 
certain clients. 

American Express Bank : the finest 
in personal financial service, by one of 
the world's largest banking networks. 
For complete information on how 
American Express Bank can help you 
reach your personal goals, visit or 
telephone us today. 


-| American Express Bank 


AMERICAN 


American Express Bank Ltd. 
An American Express company 





hanging Directions 


Inertia is a powerful force in 
human lives. Our background and 
experience can set us in motion on 
a course we follow for the rest of 
our lives. 

For some young people, 
that course does not always lead to 
a job. Australia's Sydney City 
Mission, in a partnership with IBM, 
is pointing jobless young people in 
a direction they have never known: 
to the world of working people 
in offices. 

IBM is donating both 
equipment and training support 
to teach skills like typing, business 
English, and computer entry. 
Leading students are also invited 
to IBM to experience a real office 
environment. 

The success of the Sydney 
City Mission program has been 
astonishing. More than 9095 of 
its graduates are now working, 
heading in the direction of a more 
promising future. 
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b the shah and nationalised the oilfields. 





: WHEN ou Kuala Lumpur. bu 


chief James Clad visited Iran recently 


(COVER STORY, REVIEW, 4 July), he 
found that the capital city of Teheran, 
after almost five years of war with Iraq, 
reminds him vividly of the London de- 
scribed in George Orwell's | 7984. 
Everywhere, from every building, torn 
revolutionary posters flap in the hot 
breeze, alternately covering and reveal- 
ing the stern, beetle-browed and 
bearded face of the “Imam” — Ayatol- 
lah Khomeini. Faded bits of graffiti, 
patriotic and religious slogans deface 
the walls of almost every house in anin- 
creasingly seedy, dog-eared city. The 
traffic consists of aging, mainly pre- 1979 
Japanese cars, battered, rusting and 


belching smoke. Most goods are scarce. 


and in every street the blare of govern- 
ment radio broadcasts assault the ear. 
And the quiet of the night is shattered 
by the "occasional crash of a rocket 
bomb." -. ii 

But Iranians haven't lost their sense 
of humour and, amazingly, the British 
still. figure highly in the Iranian con- 
sciousness. One government official; 
tongue in cheek, 
Imam actually has a sneaking regard for 


the British prime minister. Why? Re- 


cent remarks by the Imam had startled 
some listeners, he said. The Imam's 
pronunciation. of the name of Mar- 


garet Thatcher comes out sounding like. | ^ 
This was sure 


"my great teacher.’ 
proof, the official concluded dryly, of 
continuing British influence behind the 
scenes. 


€ IN fact, there is a touching faith in 


British cleverness — or perfidiousness; 


as the French would say — at all levels 
of Iranian society, part of that country’s 
abiding belief in the conspiratorial view 
of history. How else to explain the war, 
the sagging petroleum market, the con- 
tinuing strength of Israel, Iraq and a 
host of other enemies? The US — or 
the Soviet Union, depending on the | 
political persuasion of the speaker — 
is behind it all, they mutter. So is Bri- 
tain. 

Britain? Certainly — if you believe an 
old bazaart (merchant) bookseller. “I 
hate the British,” he said, “but I admire 
them. When they want something, they 
reach out and take it!” The British? 
"Yes. USA very much money — but not 
so clever. Soviet?" He laughed. "Very 
powerful, but veeeery stupid! British?" 
His eyes narrowed. "Not so powerful 
.. . but veeery clever!" The British?? 
"Yes. They have plan for Iran for 100 
years." For the last 100 years? "No! For 
NEXT hundred years!" 

Maybe it is not so amazing. The CIA 
are generally given the credit for the 
1953 coup which toppled Mohammad 
Mossadeq, the man who had unseated 


act, the CIA's rol 


told Clad that the 
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 uninstructive headline 
_ could take exception: 


ling the coup; t | 
provided the master- 


tish Secret Service 
minds. 

€ IN view of Teheran’s attitude to al- - 
coholic drinks, a misprint on a notice - 
board in Islamabad, photographed by 
Kyra Nunez, 
nate; 


is particularly unfortu- 





€ EARLIER this year, when Ethiopian 
tribesmen who had been early converts 
to Judaism were being flown out of 
Ethiopia to refuge in Israel, the Hong- 
kong newspaper Hongkong Standard 
Fran a story on the exodus under an 
few 


to which 





d bele followers pe ihe auc in n the 
wake of the election victory of Prime 
Minister Robert Mugabe and his prom- 





ise to institute a one-party (meaning his 


Shona fellow tribesman) state. A few 


months ago, when the Zimbabwe Sun- 


e Bris 
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» academic Elfed Roberts recently P 
. chased a tube of toothpaste in Chi 
| which, apart from wiping out haet 


day Mail published a special supple- - 


menton the tourist attraction of the Vic- 


toria Falls, the prospects seemed better 


and the clipping, culled by John Simon 
of Singapore, indicates that the country 
was even experiencing divine visita- 
tions: 










ron nüfibu- 
With the birth of Zim- 
babwe the future looks 
bright. Ninety percent of 







the visitors are from 
every continent in the 
world, 







€ OVER in Dubai, Chris Palmer, a vis- 
itor from Singapore, photographed a 
bluntly Worden sign adds a mosque: 





| While a. Dubai —— M. he Kee 
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nes as an example of truth in adver 
TOYOTA COROLLA DELUXE ‘83 20,000 


.kms, Dh12000 No bargain. Contact 
228763. 


€ THE daily press everywhere is bu 
milking the AIDS scare for eve 
pseudosensation they can squeeze o 
of it. Well, it has achieved epidemic pro 
portions in the US and parts of Europ 
but in Asia newspapers are making on 
or two deaths sound like a plague. 
Some time ago, I mentioned a packe 
containing useful oddments — som 
plaster, a couple of aspirins and so on - 
supplied by the helpful management of 
the Holiday Inn hotels in Karachi and 
Islamabad, the only trouble being that 
the envelope containing the items 
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of the envelopes read: 





GET WELL ! 


€ ON the other hand, Hongkon 










rhaging howitzers, also gets close 
bringing its users in contact. 
another up-to-the-minute disease: 


JIE YIN 
CHINESE MEDICINAL TOOTH PASTE 

Jie-yin contains pure chinese medicinal herps 
extracts and natural chlorophyll R has high tooth 

| tleaning effeciency and keeping refreshment, R has 
been cümcally proven that it i$ non toxic, free of 
side effects, especialy etfective for multiple ulcerative 
stomatitis gingivitis amd gun bleeding. Rate of the — 
tota! curative elect is up te 92 95, Being made i 
with advanced technology and sciesbhe prescriptis c 
Jie yin Chinese Medicinal tooth paste has desirable - 
functions, All users are welcome to try it. 

















































@ A CHINA Telephone Directory has 
been brought out jointly by the news- 
paper Ta Kung Pao and the Ministry of 
Post and Telecommunication. Jo 
Pemberthy sends me the contents page 
of this ambitious and most useful wor 

which lists the numbers for a wide rang 
of organisations, province by province 
except for one: 


TOIAN . 


(Temporary Absence) 

























































































y Emily Lau in Hongkong 
di ongkong officially entered the tran- 
[sition to Chinese sovereignty in 
1997 when Britain and China exchanged 
instruments of ratification of the Sino- 
British joint declaration on the future of 
Hongkong on 27 May this year. During 
the next 12 years, Chinese influence in 
Hongkong will inevitably grow, as the 
People’s Republic of China (PRC) pre- 
_ pares to take back sovereignty over the 
territory — though it has promised that 
Hongkong, as a special administra- 
ive region (SAR) of China, will run its 
own system. 
In order to achieve a smooth transi- 
on, there are many areas which re- 
> cooperation among Britain, 
a and Hongkong. Two Sino- British 
lomatic groups — the Joint Liai- 
"Group for consultations on the im- 
ementation of the joint declaration 
| the Land Commission to monitor 
sale of land in the territory — have 
d their first meetings. China has also 
pointed the SAR Basic Law Drafting 
ommittee (BLDC), which will be re- 
nsible for writing the SAR’s mini- 
stitution. The committee held its 
t meeting from 1-5 July. 
During the transition period, there is 


odies may turn into new centres of 
ver, directly undermining the au- 
rity of the Hongkong Government. 
ut that could only occur with the 
.C’s approval. There are no signs that 
na wants the Hongkong administra- 
on to become a “lame duck,” for that 
H I seriously affect the territory's pros- 
erity and stability — the raison d'etre 
or Hongkong, as far as China is con- 
cerned. This explains why so many 
Hongkong capitalists have been ap- 
pointed to the BLDC. 

In the next 12 years, a lot of changes 
have to be implemented, including poli- 
ical reforms to the present colonial ap- 
pointment system. In all this, the 
. Chinese feel uninformed and defensive. 
Beneath their euphoria lies a lingering 
fear that the great Hongkong experi- 
ment may turn into an expensive liabil- 


: “The British and their supporters may 
generate a great boom followed by a 

bust when they leave. The Chinese are 
also worried that constitutional changes 
jay get out of control, allowing un- 
crupulous politicians to buy themselves 
to office and leaving Peking to pick up 
e tab in 1997 for the ensuing chaos. 








ossibility that any or all of these - 





_Amidst so much uncertainty and sus- | 
cion, itis only natural for Peking to try. 


















to exert some influence in the territory, 
which indeed they are doing in the poli- 
tical, economic and cultural areas. The 
situation is- also giving rise to a new 
breed of political stars. 

No serious discussion of Chinese po- 
litical influence in Hongkong can ignore 
the role of the, Chinese Communist 
Party (CCP). The paucity of informa- 
tion about the CCP in Hongkong is due 
to the extremely sensitive nature of the 
subject and, because of that, the news 
media have been reluctant: to investi- 
gate the subject. Some publishers and 
editors regard it as political dynamite 
and refuse to touch it.at all. So 
them see the subject as potentially de- 
stabilising for Hongkong and likely to 
incur Peking's ire. 

- Although both the Hongkong and 
Chinese governments are loath to admit 
it, the CCP has existed in Hongkong 
since the founding of the PRC in 1949, if 
. not earlier. In the 1950s, then Chinese 
premier Zhou Enlai indicated to the 
British Government that the PRC ac- 
cepted the British presence in Hong- | 
kong and would not try to undermine it. 
| This was interpreted as an undertaking 
that the CCP would not seek power in 
Hongkong. 

Officially the CCP here is called the 
Hongkong Macau Work Committee 
(HMWC) — i& WT fe BB @. 
The H^ ; has always been headed by 
the director of the Xinhua newsagency, 
Hongkong branch, which is Peking’s of- 
ficial representative here. The present 
head of Xinhua is Xu Jiatun, a member 
of the CCP Central Committee and the 
highest-ranking cadre ever sent to 
Hongkong. 



















































































































he HMWC has always been directly 
responsible to the central govern- 
ment, except for a brief period during 
the Cultural Revolution when authority 
broke down in Peking and control was 
transferred to the Guangdong CCP. 
After the Cultural Revolution, control 
was inmmediately restored to the Hong- 
kong and Macau Affairs Office under 
the State Council in Peking. | 
The HMWC has a distinct and well- 
defined hierarchy and has the status of a 
provincial CCP. It is headed by assecret- 
ary, with a number of deputy secretaries 
and other committee _ members. a 















































military intelligence both in Hongkong 
and worldwide, and negotiating arms 
deals between the PRC and other coun- 
tries. It is unclear whether the military 
intelligence unit is under the HMWC or 
reports directly to the People’s Libera- 
tion Army in Peking. 

Another major function of the CCP 
in Hongkong is counter-intelligence, 
the gathering of information on pro- 
Taiwan factions, Trotskyite and other 
local political groups, as well as 
monitoring. activities of foreign intelli- 
gence personnel. Again it is unclear 
whether this unit reports to the HMWC 
or directly to the Ministry of State Secu- 
rity in Peking. 

Members of the HMWC consist of 
key Xinhua officials, representatives of 
major PRC-based commercial organi- 
sations, trade unions and other left- 
wing bodies. These include long-estab- 
lished commercial organisations such 
as: 
> China Resources, which comes di- 
rectly under the Ministry of Foreign 
Economic Relations and Trade and is 
headed by general manager Zhang 
Jianhua. 

» The Bank of China Hongkong 
Branch, headed by chief executive Jiang 
Wengui. 

» China Merchants Steam Navigation 
Company, representing the Ministry of 
Communications and headed by vice- 
chairman Yuan Geng. 

These chief executives represent 
their organisations on the HMWC. 
These organisations all have a long his- 
tory of operation here and have a direct 
line to their bosses in Peking. As a re- - 
sult, they can act with a measure of au- 
tonomy on their own economic affairs. 
But on other matters, they have to fol- 
low the HMWC's leadership. 

Informed sources estimate there are 
between 2,000 and 3,000 CCP members 
in Hongkong. Government figures 
show there are around 2,000 Chinese 
officials working here. It is expected 
that most of them would be CCP mem- 
bers. 

Although top ranking cadres, includ- 
ing party General Secretary Hu Yao- 
bang, have always maintained that the 
CCP is constantly and actively recruit- 
ing members worldwide, Hongkong ap- 
pears to be an exception. This is mainly 
due to many Hongkong people's objec- 
tion to communism. Consequently any 


| overt CCP recruitment campaign would 
wt have had treme dous. 





| percussions, 
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creet invitations to join the party have 
been recently extended to some young 
professionals. 

It is this extreme sensitivity which 
has made the CCP a taboo subject, and 
many CCP members have to work 
under cover in PRC-based organisa- 
tions and in local firms. In the next 12 
years, the CCP may well step up its ac- 
tivities here, but there is an understand- 
ing it will not interfere with the local 
administration. However, its presence 
is necessary, now as well as in the past, 
in order to exert control over PRC- 
based organisations. 

It is unlikely that the CCP will extend 
its activities openly and actively to seek- 
ing adherence from local people. But in 
order to keep themselves informed of 
what is going on, the CCP has also sent 
cadres here to discreetly integrate into 
the community and to establish them- 
selves as Hongkong people. They are 
not attached to PRC-based organi- 
sations, and may even act an informers 
for Peking, according to well-placed 
sources. 


he role of the CCP in Hongkong, said 

a Hongkong Government source, 
has to be seen in the light of the terri- 
tory's political reality. Hongkong's exist- 
ence has always depended on China's 
acquiescence. 

So far, Hongkong has not had to pay 
a high price for its vulnerable position 
vis-à-vis China, and there is no reason to 
assume that China will behave diffe- 
rently in future as so much is at stake. 
To keep the government informed, the 
Special Branch of the Royal Hongkong 
Police Force has always kept a close 
watch over the activities of the CCP, as 
well as those of Kuomintang and other 
foreign agents. 

The CCP also exerts control over the 
werful 170,000-strong  Hongkon 
ederation of Trade Unions, — 
Yeung Kwong, the head of the Federa- 
tion, who is also a member of the 
HMWC and a delegate to the National 
People's Congress (NPC). It is mainly 
through the unions' and other networks 
of connections that the Chinese man- 
aged to mobilise their support so swiftly 
and efficiently during riots in 1956 and 

1967. 

In an effort to meet the challenges of 
the Hongkong Government's district 
administration reforms, the Chinese 
have begun to re-organise their re- 
sources and manpower on a more re- 
gional basis. Xinhua will soon open 
three branch offices in the territory to 
strengthen links with the people. 

An initial attempt has also been 
made to organise isolated pockets of 
pro-communist elements in the New 
Territories. NPC delegate Li Lian- 
sheng, president of the  Graziers' 
Union, has formed the New Territories 
Association of Societies, which has 26 
members consisting of 50,000 people. 
Well financed but loosely organised, the 
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association is unlikely to emerge as a 
powerful force in the near future. 

The Xinhua newsagency has always 
been the umbrella organisation for all 
communist bodies. Recently the news 
section of Xinhua nominally 
Xinhua's main function is news gather- 
ing — was moved out of Xinhua head- 
quarters, an unmistakable message that 
Xinhua intends to concentrate on its 
work of being Peking's representative in 
Hongkong. 

To further strengthen itself for the 
future, Xinhua has restructured and 
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streamlined its internal divisions, which 
are organised along the lines of the gov- 
ernment's key departments. Xinhua has 
also appointed younger people to key 
ponen. including some local Hong- 
«ong people. The most prominent is 
Chung Shui-ming, a former Hongkong 
University graduate and chartered ac- 
countant. Chung was recently nomi- 
nated to the Sino-British Land Commis- 
sion. 

Writing in the July issue of the pro- 
Peking monthly magazine The Mirror, 
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Liang Shangyuan, a former Xinhua, 
Hongkong branch, vice-director and 
former director of the Foreign Minis- 
trys West European Affairs Depart- 
ment, said that since the founding of the 
PRC in 1949, Xinhua has always acted 
as the PRC's official representative in 
Hongkong. This was because the British 
Government had refused to allow Pe- 
king to set up an official representative 
office in the territory, fearing it might 
create an alternative centre of power. 
At the same time, China had refused to 
open a consulate here, because that 
would amount to acknowledging Hong- 
kong as British territory. 

Interference from China during the 
transition period to 1997 is one of the 
praves concerns among many people in 

ongkong. But some observers note 
there is another danger as well: what 
might be called the enemy within. This 
is manifested in the tendency by Hong- 
kong officials to try to guess what will 
please Peking when they are making de- 
cisions. 

Senior government officials see it as 
their task to prepare Hongkong for 
reunification with the  motherland. 
They say the ugly side of Hongkong — 
including pornography, prostitution, 
drug addiction and even gambling — 
should be removed before 1997, so as to 
make Hongkong "acceptable" to 
China. This contradicts the joint dec- 
laration's pledge to allow Hongkong to 
preserve its social, economic and legal 
systems for 50 years after 1997. 

Xinhua officials here have also 
begun to exhibit doubts about the fu- 
ture, mainly because so many things are 
beyond Peking's control. For example, 
the Chinese are worried about the possi- 
ble effects on the local economy if the 
highly protectionist Jenkins Bill is pass- 
ed: into law by the US Congress. 

They are also unhappy with the ap- 
parent retreat by British business in- 
terests from Hongkong. “If the British, 
who have run this place for over a cen- 
tury, are getting out, how will the rest of 
the international community think of 
Hongkong?" asked a senior Xinhua of- 
ficial. If there is no successful transition 
of power to Peking and Hongkong goes 
down the drain, the official added, he 
hoped when historians wrote about Hong- 
kong in the year 2000 that they would re- 
member to be fair to the Chinese be- 
cause the failure would not be due to Pe- 
king's interference. 

In fact there is little sign of a loss of 
confidence by third parties. Observers 
point out that heavy US and Japanese 
investments already seem to be more 
than filling any gaps left by British with- 
drawals. 

It is of course too early to write Hong- 
kong's transition history. However, 
nearly a year after the euphoric initial- 
ling of the joint declaration, Hongkong, 
Peking and Britain are slowly awaken- 
ing to the mammoth task which lies 
ahead. ü 


Capitalist delegates to 


People's Congress 


L ons before Hongkong's future status 
as a special administrative region of 
China was decided, and while it was still 
nominally one of the last British over- 
seas colonies, Peking had its own repre- 
sentatives in place. 

They are the 50-odd Hongkong del- 
egates to the Chinese National People's 
Congress (NPC) and the Chinese Peo- 
ple's Political Consultative Conference 
(CPPCC) appointed by the Chinese 
Government, and some of the territory's 
rising political stars are among them. 

In almost all respects, the NPC and 
CPPCC delegates are China's equiva- 
lent of Hongkong's unofficial (non-civil 
servant) members of the Executive and 
Legislative councils (Exco and Legco). 
Both groups are appointed by the gov- 
ernment and are not accountable to the 
public. They seldom challenge the offi- 
cial line and are regarded as a rubber 
stamp for government policies. This is 
partly due to the fear of not being reap- 
pointed. They have no mandate from 
the people and are sometimes labelled 
uncharitably as tokens of consultative 
government. 

There are 16 Hongkong delegates to 
the NPC, and they are nominated by the 
Guangdong provincial Peoples’ Con- 
gress, since the Chinese Government 
cannot officially select delegates in Bri- 
tish-administered Hongkong. The NPC 
delegates are, by definition, China’s 
legislators. They include leftwing peo- 
ple from Hongkong’s major functional 
sectors: banking, business and com- 
merce, education, the trade unions and 
the media as well as other professionals. 
All are thoroughly loyal and reliable to 
the Peking government. 

The most prominent NPC delegate is 
the publisher of the staunchly pro-Pe- 
king Ta Kung Pao daily newspaper, Fei 
Yimin, who is on the NPC standing 
committee. He was recently appointed 
one of the eight vice-chairmen of the 
Hongkong Special Administrative Re- 

ion Basic Law Drafting Committee 
BLDC). A Hongkong member describ- 
ed Fei's behaviour at the meeting as ob- 
sequious towards the Chinese leaders 
and contemptuous towards some Hong- 
kong members. 
ne CPPCC delegate described the 
NPC delegates as bureaucratic and obe- 
dient, and are sometimes seen as China's 
es-men. Ng Hong-mun, principal of 
ui Kiu Middle School and regarded by 
observers as one of the more thoughtful 
and intellectual NPC delegates, said the 
rubber-stamp image is due to the Chi- 
nese tradition of agreeing with what 
leaders say. It is a problem with the 
Chinese political system rather than a 
short-coming of the NPC. But he added 
things are changing, and China is now 
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in a transition from “the rule of man to 
the rule of law." 

Ng accepts that many Hongkong 
people do not look upon the NPC del- 
egates as their political representatives, 
mainly because they have not had a 
chance to show them their manifestos 
and seek their support. During the 
transition period, Ng said, the NPC del- 
egates should be more active in social 
affairs and explain their views to the 
Hongkong people. 

To Peking, the NPC delegates are all 
tried and trusted comrades, but the 
same is not true of the CPPCC del- 
egates, many of whom do not have a 
patriotic background. By its very na- 
ture, the CPPCC is a “patriotic-united 
front organisation" aimed at making 
friends and winning influence to further 
the cause of reunification. With the fu- 
ture of Hongkong and Macau resolved, 





the CPPCC's major task is to foster 
reunification with Taiwan. 

The CPPCC was formed in 1949 to 
declare the founding of the People's Re- 
public of China. For the next five years, 
it acted as the provisional NPC until the 
latter was formed in 1954. Since then, 
the CPPCC concentrated on its united- 
front role, and has degenerated into a 
token consultative organ. In a united 
front attempt during the Sino-British 
negotiations in 1983, Peking appointed 
27 extra Hongkong and Macau del- 
egates to the original 20. Many of them 
were prominent capitalists, academics 
and professionals. As events later 
proved, they did their best to sell the 
Sino-British joint declaration to people 
in Hongkong. Peking got its money's 
worth out of these people. 
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D espite its status and political image, 
a CPPCC membership is not an 
offer that cannot be refused. There 
were rumours that the chairman of Sun 
Hung Kai Co., Fung King-hey, and 
property tycoon Li Ka-shing were 
among those who said no to Peking. So 
did a pro-Peking lawyer, who reported- 
ly told Chinese officials: “You usually 
E. your enemies on the CPPCC. You 

now I am not your enemy, so why offer 
to put me on it?" But the inclination to 
say no may be disappearing fast. With 
the approach of 1997, more and more 
Hongkong people will probably like to 
have the Chinese seal of approval. 

Among local CPPCC worthies are 

rominent industrialist Tse-kai Ann, a 
ormer unofficial of Exco and Legco. 
Ann, 73, is a member of the CPPCC 
standing committee. He was recently 
appointed vice-chairman of the BLDC. 
During a recent committee meeting, 
Ann said only people who agreed with 
him that manufacturing, exports and 
tourism are the mainstay of Hongkong’s 
economy would be consulted. 

Another CPPCC member is Tsui 
Sze-man, the publisher of a pro-Peking 
monthly The Mirror. Tsui said as a con- 
sultative organ, the CPPCC is more ef- 
fective than the NPC because it has 
more well-known, older and more ex- 
perienced members, and most of them 
are not afraid to speak their mind. “We 
are not like the unofficial members of 
Exco and Legco who are the Hongkong 
Government's yes-men,” Tsui said. 

He said the CPPCC is a tool of the 
united front — it is used for uniting all 
Chinese people, including those with op- 
posing views. “Some people may say we 
are being used and exploited by the Chi- 
nese Communist Party [CCP]. But some 
of us genuinely speak out for the interest 
of the people,” Tsui said. For example, 
in 1982, he tried in vain to persuade Pe- 
king not to include the Four Insistences 
— Marxism, Leninism and the Thoughts 
of Mao Zedong; dictatorship of the 
working class; socialism; leadership of 
the communist party — in the Chinese 
Constitution, which is for 1 billion Chi- 
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nese, not just 45 million CCP members. 
Another staunchly pro-China CPPCC 
delegate is patriotic Hongkong busi- 
nessman Henry Fok, who has very 
close ties with China and has donated 
billions of dollars to development pro- 
jects on the mainland. Fok is also a 
member of the BLDC and chairman of 
the powerful leftwing Chinese General 
Chamber of Commerce. 
Other businessmen CPPCC del- 
egates are the managing director of 
opewell Holdings, Gordon Wu; chair- 
man of Asia Television, Deacon Chiu, 
and prominent building contractor and 
public figure Ho Sai-chu. Like some 
CPPCC delegates, Ho is a self-con- 
fessed capitalist. “All CPPCC delegates 
must be patriotic and understand 
China, but we do not have to agree with 
socialism and communism,” said Ho. 
At the height of the Sino-British negoti- 
ations on the future of Hongkong, Ho 
urged Hongkong people not to leave the 
territory but suggested instead that 
those worried about the future should 
try to obtain foreign passports in case 
things went wrong. 


A ose some CPPCC delegates 
may want to change their pro-China 
image, their public statements tend to 
reinforce the criticism that they are 
either megaphones for Peking or simply 
self-seeking individuals. During the 
sixth session of the NPC and the CPPCC 
held in March-April this year, there 
were more dissenting views expressed 
by the Hongkong delegates, particu- 
larly about the controversial special 
economic zone currency. However, 
some Hongkong CPPCC delegates 
spoke mainly on business areas in which 
mer were directly affected. 

o Kwee-seong, chairman of Hong- 
kong Soya Bean Products Co., criticised 
the inadequacy of the Chinese patent 
laws, which directly affected the selling 
of Lo's Vitasoy softdrinks in China. 
Other CPPCC delegates involved in 
China trade voiced concern about the 
flood of “parallel goods" — a term used 
to describe products traded outside the 
long-established Chinese trading sys- 
tem — into Hongkong and Macau, 
which seriously undermined their profit 
margins. Nobody attempted to reflect 
the deep-seated fears and anxieties of 
Hongkong people about the future of 
the territory, nor did they comment on 
the difficult but pressing changes which 
have to be implemented to ensure a 
smooth transfer of power. 

During the transition period, some 
NPC and CPPCC delegates will no 
doubt adopt a higher profile and may 
even try to represent Hongkong people. 
Some in Hongkong may want to be- 
friend them so as to be on the right side 
politically. Given their vested interests 
and their desire not to upset Peking, it is 
unlikely that many Hongkong people 
will regard them as their true represen- 
tatives. — Emily Lau 





McGregor; Cheung; Chow: words of caution. 





Economics makes 
good bedfellows 


By Louise do Rosario in Hongkong 


[| is ironic that at a time when Hong- 
kong is praying that China will con- 
tinue to maintain a “comforting” dis- 
tance from the territory’s politics, the 
reverse is happening on the economic 
front. 

Like a strong centripetal force, the 
burgeoning .China trade has pulled 
Hongkong — with the enthusiasm of the 
same Hongkong businessmen who fear 
most a close affinity to communism — 
closer than ever to China’s economy 
during the past five to six years. By vir- 
tue of historical, geographical and other 
obvious reasons, there seems no other 
course for Hongkong but to make the 
most profit out of its position. 

Much has been said on the new busi- 
ness Opportunities generated by this 
strengthened Hongkong-China econo- 
mic connection — but little about the 
new worries lurking in the minds of 
many. Will Hongkong, which has 
thrived as an international city trading 
mainly with the West, grow to rely too 
heavily on China as a market, a —— 
and a general business partner? Will in- 
creased Hongkong-China ties blur 
Hongkong's image as a separate econo- 
mic entity, a real danger as illustrated 
vividly by the recent controversy over 
the US protectionist country-of-origin 
rule over partially China-made Hong- 
kong textiles? Most important, has 
China's economic influence grown so 
dominant in the territory as to hamper 
the operation of Hongkong as a free, 
capitalist market? 

These questions did not arise previ- 
ously when the economic ties between 
Hongkong and China were restricted 
only to a few important areas. 

For the past three decades, China 
was contented to sell to Hongkong 
foodstuffs, raw material, fuel and con- 


sumer goods. Hongkong dutifully 
bought the produce and provided China 
with one-third of its foreign-currency 
earnings. 

With the open-door policy, the ties 
multiplied, creating new depth and 
breath to the penetration of each into 
the other’s economy. More people, 
money and goods flow between the two 
places. Since 1978, Peking-controlled 
enterprises expanded aggressively in 
Hongkong, and tens of thousands of 
Chinese delegates come to Hongkong 
to “inspect and develop new business” 
here. 

Hongkong businessmen, mean- 
while, pioneered their way into China's 
special economic zones (SEZs) where 
they now account for 90% of the SEZs’ 
total foreign investment. They also sell 
about 8% of their exports to China. It is 
difficult to imagine a more satisfactory 
bilateral business relationship for either 
Hongkong or China. Each is the second 
largest trading partner of the other, with 
Hongkong accounting for 17% of 
China’s trade, and China 21% of Hong- 
kong's. 


ut as Hongkong notes the large num- 

ber of Chinese who have become 
frequent visitors, more China-backed 
offices and shops being opened here 
and talks about China trade 
everywhere, there is an uneasiness 
among some. Their foremost concern is 
that Chinese domination will unleash 
undesirable factors — such as 
favouritism and corruption — that usu- 
ally go hand in hand with absolute 
power. One long-time political com- 
mentator of Hongkong pointed out 
another possible worry is that as the dom- 
inant player in the economy, China 
will always be tempted to change the 
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There are examples of how the rules 
have been bent to suit China's interests. 
He pointed to the rescue of China Re 
sources Holdings Co. (China's state 
trading agent in Hongkong) by the" 
Hongkong Government from the aban- | 
doned Mighty City project, of which the f 
former had a 51% interest. When the [à 
ambitious plan to build a 500,000 peo- 
ple-satellite town proved to be commer- 
cially unviable, the government, in an 






unprecedented. move in. 1982, bought [à qaqa BE 
back the site at a cost twice what it was | A ^ —-- China Resources; Bank of China Group; China Merchants: the big three. 


In August 1982, the government | 
leased to the Bank of China (BoC) for 
its new headquarters building a prime 
site at HK$1 billion (US$128 million) — 23 
far below market value at that time and E — 
criticised as a giveaway to China. x rd China ha content m : s from the golde: 

As the 1997 deadline approaches, it oose of Hong : when they were produced, ine mac hinery fo 
is feared, more such politically moti- i m | gkon ed accor 
vated deals will occur. It is especially 
worrying that of late, China-backed en- | 
terprises in Hongkong have had quite a 
number of well-publicised unhappy in- 
vestment experiences. | 
.. Commercial sources say that when 
the BoC and China Resources realised 
they had bought a bad bargain in the ail- 
ing Conic Investment Co., they ap- 
proached one or two prominent local in- 
dustrialists to join as partners but were 
rejected. The worry is whether Hong- 
kong businessmen will be able to turn 
down such an approach once China be 
comes the master. Will the future Spe- 
cial Administrative Region government 
of Hongkong feel obliged or come 
under strong pressure to mount "patrio- 
tic rescue operations" to help the 
motherland save face and money? 


As argue that China, despite 
its current extensive investment in 
Hongkong, cannot be said to be a lead- 
ing economic force at the moment. In 
terms of financial strength, the oft- 
quoted figure of China's US$3-5 billion 
investment locally is not an impressive 
sum in this affluent city awash with cap- 
ital, This amount can be compared, for 
instance, to the HK$2.23 billion cash | 
offer made by the publicly listed Kow- | 
loon Wharf for the control of Wheelock | 
Marden, in February this year. |, ARE DED 

And in terms of professionalism and | and m 
general business sense, China-backed | |. 
firms in Hongkong are far from being |. 
leaders in their particular fields. “As 
companies backed by state resources | : 
are guided by political directions, they |. 
can never be ahead of the privately run | 
firms unless favourtism comes into 
play,” warns Steven N, S. Cheung, pro- | ; 
fessor of economics at the University of | 
Hongkong. Favouritism was still. not |: 
prevalent at the moment, he said, but 
"my fear is that Hongkong people are 
playing too smart in bending over back- 
wards to please the Chinese." 

There are hints of this trend growing 




























ComputerAsia85 14 — 17 August 
The Systems Event for S E Asia 
MachineAsia85 23 ~— 27 September E 


The 6th S E Asian industrial Fair & 
Conference 


WoodmacAsia85 

23 — 27 September 

The 2nd S E Asian International 
Forestry, Woodworking & Furniture 
Supplies Show & Conference 


: ChemAsia85 3 -- 6 December 
-fhe 4th Asian International Chemical 
& Process Engineering & Contracting 
Show & Conference 


Offshore South East Asia 86 | 

— 31 January — ; 
m &th Asian Petroleum Show & 
Conference 


CommunicAsia86 s — 12 Apri 
The 4th Asian international 

Elactronic Communication Show & 
Conference 


InfotechAsiaB86 » — i2 Apri 
The 2nd 8 E Asian Business, Office - 
Communications, Hardware & Software 
Show 


Food &HotelAsiaB6 :3 — 16 May | 
The 5th S E Asian International ; 
Exhibition of Food, Drink, Processing, 
Hotel, Shopfitting, & Catering 
Equipment with Salon Culinaire 


MetalAsia86 is — 22 November 


The 4th Asian international Machine 
Toot & Metalworking Show 


AutomAsia86 18 — 22 November 
The 3rd S E Asian international 
Automated Manufacturing Technology 

& Robotics Show & Conference 


instrumentAsia87 14 ~17 January | 
The 3rd S.E Asian Instrurnentation, : 
Control, Measurement & Testing 
Show & Conference 


ProPakAsia87 8 — 11 Aprii 
The 2nd International Food 
Processing & Packaging Technology 
Exhibition & Conference for S E Asia. 

















































examples. One prom: 





the crippled.son of Deng Xiaoping, 


_Deng Pufang, who came here for 19 
| days to raise HK$50 million for the 
handicapped on the mainland. 


The commonest kind of favour 
granted is the arranging of free trips for 
Chinese delegates to Hongkong. Be- 
tween 1980 to 1984, the number of 
Chinese visitors to Hongkong rose from 
75.000 to 185,000. The Hongkong-based 
Chinese General Chamber of Com- 
merce on its own, according to Chi- 
nese. official reports, hosted- 3,800 
visitors from China, and Guangdong 
Enterprise (the provincial agent for 
Guangdong in Hongkong) 16,000 last 
year. 

‘Such a phenomenon has not gone 
unnoticed on the mainland. At the 
See held Provincial People's Con- 
gress held in mid-May, representatives 
called on Chinese enterprises to reduce 


€. . the economic links be- 
tween the interior and Hong- 
kong will be strengthened . . . 
This is an inexorable historical 
trend that nobody can reverse 


. Hongkong compatriots 
will . .. « Closely link their fate 
with that of the 1 billion people 
of China.2 — Jiang Wengui, 
Bank of China's chief executive in 
Hongkong, January 1985. : 





as far.as possible.the number of visitors 
or delegations to Hongkong. 

. Representatives quoted the example 
ofa 19-member business delegation. in 
which only two were professionally in- 
volved with the business:concerned. In 
another delegation, the age of the mem- 
bers.ranged from 58 to 78. 

. Guangdong province has been urged 
to set a good example by strictly control- 
ling the number of trips and visitors to 
Hongkong to ensure that study tours do 
not turn out to be pleasure-seeking 
ones. 

“If China attempts to squeeze Hong- 
kong too much,” warns Jimmy 
McGregor, director of the Hongkong 
General Chamber of Commerce, 
“Hongkong will react accordingly. In- 
vestors have free choice and they will 
move away [if they find such favours too 
unreasonable and costly] . . . It is a bad 
thing to have the communist system too 


‘overtly visible or in control [of the local 


economy].” 

. Some believe Hongkong has its own 
in-built defence mechanism to resist un- 
reasonable demands from China in the 
future. Said one analyst: "Hongkong i is 
a very nan City: We've beet indoc- 
trin 1 se cr 
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JETSPEEDED RATES 

Country 8 months 1 year 
Brunei B$5125.00 
China US$38.50 US$70.00 
India US$38.50 | US$7000 
indonesia — - US$32.00 US$58.00 
Malaysia Mis9. DO M$71.80 M130. O6 
Nepal US$19 00 US$35 00 US$64.00 
Pakistan Rs 435.00 As 790.00 
Philippines USS14.50 | US$27.00 US$49.00 
Singapore 150 — "3558.50 S$125.00 
Thailand — usse oo | usseeoo | uss5300 
flestol Asia. 'US$38.50 | US37000 
NonhAmernca | US$2650 | USS4850 | US585.00 
Australasia N2$34 90 — —5 — 
233.00 £60.00 
Centrai, —. US$3550 | US$6500 USS118.00 
South America b. ss 
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1 year 
HK$315.00 
US$65 00 


£55.00 
A$70.00 


3months 
HK$173 50 


HK$94.50 


US5$19.50 
£16.50 
A$21.00 . 
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«plus the Asia Yearbook 


Make the Asia Yearbook part of your Heview 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the. 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
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front of us and we'll find some way to 


solve it. We won't collapse easily. We'll 
let them [the Chinese] push us but we'll 
find some ways to overcome the prob- 
lem." 

Cheung said in the final analysis, 
Hongkong's influences over China 
would far exceed that of the latter over 
the region. “A sparkle of fire is suffi- 
cient to set the whole field aflame," he 
wrote in an article. "In the last two 
years, China has experienced a Hong- 
kong fever Among the new 
[Chinese] friends I've met recently, I 
found them all fully impressed by the 
running of] the Hongkong economy. 

ongkong's population is only 1/200th 
of China's; its area, only 1/1000th; but 
its wealth amounts to 1/6th . . . Hong- 
kong is China's most important model 
[in its modernisation effort ]." 

"The philosophy of the typical 
Hongkong businessman is simple: go 
where there's profit to be made, regard- 
less of the location, be it Peking or 
Taipei," said Andrew Chow, managing 
director of Sun Hung Kai (China). 
"Japan, Singapore and even South 
Korea are courting China for business. 
If we don't react fast enough to the new 
business opportunities at our doorstep, 
our rivals will. It is also in Hongkong's 
long-term interest to help China, at 
least its southern part, to get rich. A rich 
household cannot be comfortable living 
next to a poor one." 


Hense quick and flexible, has 
indeed been able to exploit fully the 
situation. While most foreign business- 
men remain confused by the gigantic, 
complicated Chinese trading bureau- 
cracy, shrewd Hongkong businessmen 
have been able to go in and out of the 
system and cut out profitable deals. The 
growing China trade has created in 
Hongkong scores of new offices, hun- 
dreds of new jobs and infinite high 
hopes for the new business horizon. 

Hongkong has never experienced a 
more  rapid-growing market and 
supplier than China since 1978. Hong- 
kong's domestic exports and re-exports 
to China have each grown more than 
100-fold — from HK§$81 million to 
HK$11.3 billion, and from HK$214 mil- 
lion to HK$28 billion, respectively be- 
tween 1978 and 1984. Imports grew 
nearly six-fold, from HK$10.5 billion to 
more than HK$55.75 billion (REVIEW, 
28 Feb. ). 

There are, however, mixed feelings 
about this rapid growth in the move- 
ment of goods and services. One view is 
that China provides a timely new mar- 
ket, coming as Hongkong is facing in- 
creasing protectionism and competi- 
tion. “For years, we've been trying to 
diversify our market base but we 
haven't been successful and so far, 
there's no new market of any significant 
size," said McGregor. “In fact, our re- 
cent losses in other markets have been 
more than made up for by our expan- 
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sion in China. China has come to our | 


rescue." 


industry: “For too long we've been de- 
pendent on the US market. China has 
opened up additional opportunities for 
us. Even in our overseas investment 
promotional activities, we market 
Hongkong along with China in one 
peras. Hongkong alone has never 
een attractive as a market [because of 
its limited size]. " 
Wong does not see that the invest- 
ment in China will lead to dis-invest- 


ment in Hongkong. Profits made by 


Hongkong businessmen in China will 
probably be channelled back to Hong- 
kong for expansion of their original 
Hongkong-based operations, he main- 
tained. 

Some see the dangers of over-react- 
ing to the potential of the China market. 
They argue that China is still far from 
being a society of mass consumption 
with great foreign-exchange spending 
capacity. They see the recent dramatic 
jumps in imports by China as reflecting 


4 Hongkong will be mov- 
ing closer to China . . . For like 
the law of gravity in physics, a 
small open economy is bound 
to be brought within the or- 


bit of a large economy un- 
less market forces are distort- 
ed. Wed Victor Mok, senior lec- 
turer (economics), the Chinese 


University of Hongkong, Decem- 
ber 1984. 


pent-up demand which can decline in an 
equally dramatic manner. Recent 
events seem to confirm their prophecy. 
China's drastic cuts of imports and 
tight foreign-exchange spending have 
brought difficulties to many small- to 
medium-sized Hongkong traders. 

China is not a rich, reliably proven 
market. As one analyst said: "It's a mar- 
ket like Nigeria where you can make big 
money if you get it right but the risks in- 
volved are very high. It's a trading part- 
ner that can say 'no' to business tomor- 
row." 

From a political viewpoint, it is ar- 
gued, it is to Hongkong's advantage to 
avoid too close an integration with the 
Chinese economy. China has agreed to 
allow Hongkong to continue its present 
system because Hongkong provides 
China with many things which other 
Chinese cities cannot. One of these is 
Hongkong's experience as an interna- 
tional trading centre, which earns 
enough foreign exchange to buy 
Chinese products. An analyst sums up, 
“The day Hongkong ceases to be a free, 
autonomous territory is when it be- 
comes just another Chinese city — de- 
pendent on the mainland for business 
for survival." oO 
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Making friends on the 


ot | M å tpg i 


media and cultural fronts 


Bs Peking's growing political 
and economic influence in Hong- 
kong, there is also a united-front effort 
to influence the territory's cultural life. 
This campaign has taken shape as a con- 
certed attempt to make friends and gain 
influence among literary, art, education 
and media circles. To do this, some 
leftwing and pro-Peking organisations 
have adopted a more Hongkong- 
oriented approach. 

The whole idea of the united front is 
to make anti-communists sympathetic 
to and less critical of Peking's policies 
and ultimately support the reunificia- 


tion of China. To this end, the Chinese: 


have been remarkably successful. This 
is partly due to the new liberal economic 
policies which Peking has instituted 
countrywide in China and which"have 
given Hongkong people hope that their 
own free-enterprise economic system 
can survive under Chinese rule. With 
the approach of 1997, more and more 
Hongkong people are looking curiousl 
northward and some are falling over' 
themselves to befriend their future 
masters. 

In their attempts to make friends and 
ain influence, the Chinese have relied 
eavily on their biggest asset, Xu 

Jiatun, the 69-year-old director of the 
official Xinhua newsagency, Hongkong 
branch, who is a member of the Chinese 


Communist Party (CCP) Central Com-. 


mittee. He is Peking's chief spokesman 
in Hongkong and the highest ranking 
cadre ever to be given the job. Before 
coming to Hongkong in June 1983, Xu 
was Jiangsu province's first party secret- 
ary. 

Working closely with Xu is his dep- 


uty, Li Chuwen, a former head of the’ 


Shanghai Municipal Foreign Affairs 
Bureau. A soft-spoken intellectual, Li is 
a highly seasoned and well-informed 
diplomat. Unlike some communist 
cadres, Xu and Li are not afraid to con- 
front unpalatable issues. They listen pa- 
tiently and explain the CCP line, couch- 
ing their answers in the most diplomatic 
and reasonable terms. Together the two 
form a formidable pair in winning the 
hearts and minds of Hongkong compat- 
riots, many of whom are deeply anti- 
communist and suspicious of Peking. 
Shortly after their arrival in 1983, the 


two began befriending prominent and. 


influential citizens, — anti- 
communist writers and intellectuals. Xu 
sent them lychees and Xinjiang melons 
together with personal, hat -written 
messages. One academic recipient re- 
marked: “Many of us didn’t know what 
to do. We couldn't send the fruit back so 
we accepted it. Although not stated, we 
understood Xu's request — be more le- 
nient with the communists when we 

























write about Hongkong and China. And 
in many cases, he got what he wanted." 
What price intellectuals? 

Besides winning over critical and 
hostile academics, businessmen and 
professionals, Xu has also won the 
heart-felt praise of many anti-com- 
munist publishers and editors, and is 
popular among local reporters. Some of 
them have even asked Xu to help per- 
suade their bosses to pay them a decent 
wage. 

In two short years, Xu and Li have 


sought to transform Xinhua's image as a` 
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di group of secretive 
and reclusive cadres to 
one of an open official body. The effort 
seems to be paying off as Xinhua's top 
staffers are sought-after party guests in 
Hongkong. And with their own cocktail 
parties and dinners, Xinhua has man- 
aged to dispell some of the community's 
fear of the communists. However, there 
is still a “them-and-us” attitude here, 
which will only disappear if the Chinese 
can convince Hongkong that they 
genuinely want to work for the good of 
the territory as well as the good of 
China. 


part from Xinhua's influence, the 

local leftwing press is also trying 
hard to gain more readers. Most left- 
wing newspapers and magazines have a 
low circulation. In an effort to boost 
readership and improve economic per- 
formance, the three major leftist news- 
papers, Ta Kung Pao, Wen Wei Po and 
The New Evening Post have adopted 
some unorthodox approaches, such as 
publishing horse-racing results and 
playing up sexy court cases. 

e publisher of Ta Kung Pao is Fei 
Yimin, a member of China's National 
People's Congress standing committee 
and vice-chairman of the Hongkong 
Special Administrative Region Basic 
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popular appeal. 
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Law Drafting Committee. 7he New 
Evening Post is Ta Kung Pao's sister 
newspaper. 

To foster an independent image, 
these newspapers have invited well- 
known Hongkong personalities to write 
special columns. But in spite of it all, the 
leftwing newspapers still fail to capture 
a significant share of the market. Ac- 
cording to Survey Research Hongkong, 
the daily readership of the five leftwing 
newspapers combined is 274,000, only 
6% of the total. One reason for the poor 
performance is that most of these news- 
papers still have a very strong com- 
munist image with which many Hong- 
kong people do not identify. 

In a further attempt to befriend peo- 
ple in literary, artistic and cultural cir- 
cles, the Hongkong Institute for Promo- 
tion of Chinese Culture 
was set up in April, spon- 
sored by patriotic Hong- 
kong businessman Henry 
Fok. The institute has an 
annual recurrent expendi- 
ture of HK$3 million 
(US$384,615), excluding 
special projects. One of the 
institute's founding mem- 
bers is Mao Junnian of 
Xinhua. 

A source at the institute 
concedes the organisation 
is part of the united-front 
campaign, aimed primari- 
ly at reunification with 
Taiwan now that the prob- 
lem concerning the future 
of Hongkong and Macau 
has been solved. By or- 
ganising and funding literary and artistic 
projects, the institute hopes to be able 
to bring together Chinese of different 
political persuasions and influence the 
views of those who are hostile to Pe- 
king. In Hongkong, where there is very 
little money available for cultural ac- 
tivities, many artists and writers may 
leap at the chance to receive funding 
from the institute. 

To foster closer cooperation and 
understanding between China and 
Hongkong, thousands of study tours 
have been arranged for local academics 
and student bodies to visit China and 
vice versa. In the local education sys- 
tem, the Chinese influence is so far very 
small. There are about 5,000 students tn 
primary and second- 
ary schools which are not subsidised by 
the Hongkong Government. 

The vice-principal of Pui Kiu Middle 
School, Tsang Yok-sing, a Hongkon 
University mathematics graduate, sai 
the “patriotic” schools’ policy during 
the transition period is to work with the 
rest of Hongkong to preserve the terri- 
tory’s prosperity and stability. For this 
reason, Tsang said his school may con- 
sider applying for a government subsidy 
and be integrated into the local educa- 
tion system. 

Of all cultural spheres, film is argu- 
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ably Peking's least influential prop- 
aganda tool in Hongkong. dps. 
movies, slow-paced, unimaginative an 

conservative, have little appeal to 
Hongkong audiences. China-backed 
film companies in Hongkong had their 
heyday prior to the Cultural Revolu- 
tion, rivalling local movie giants such 
as Shaw Brothers. Production then 
dropped dramatically, rising to three 
or four movies annually in recent 
years. 

The Chinese have also quietly spon- 
sored a few local independent filmmak- 
ers but with little commercial success. 
Last year saw a number of Hongkong 
film producers joining forces in China to 
produce mainly kung-fu, documentary 
and historical films. Analysts say the fad 
is due to sheer commercial reasons and 
has no political motive. Some Hong- 
kong businessmen use the films as a 
means to repatriate their profits earned 
through investments in China. 


Tr leftwing films may not be very 
popular in Hongkong, but the pow- 
erful influence of the film medium has 
attracted repeated interference from 
the Chinese authorities here. In 1970, 
local director Loong Kong made a film 
called The Plague alluding to the riots of 
1967 which were instigated by the com- 
munists here as a spillover from the 
Cultural Revolution in China. Some- 
how — nobody is prepared to say 
exactly how — the film was sent to 
Xinhua, where offending footage was 
cut out. It was then renamed Yesterday, 
Today, Tomorrow, before being com- 
mercially released. 

In 1972, a Chinese woman director, 
Tong Shu-shuen, made China Behind, a 
film about Chinese university students 
fleeing into Hongkong during the Cul- 
tural Revolution. After it was seen by 
Xinhua, the Hongkong Government 
decided to ban it. After the fall of the 
Gang of Four, the film was permitted to 
be shown in film clubs. 

In the early 1980s, when relations be- 
tween Hongkong and China had im- 
proved tremendously, there were signs 
that the ban on China Behind would be 
lifted. Then a Taiwanese director Pai 
Ching-jui released Winter in Peking, a 
film about the atrocities of the Gang of 
Four during the Cultural Revolution. It 
was bitterly attacked in the leftwing 
press and was branded as anti-com- 
munist. The film was withdrawn im- 
mediately and the ban on China Behind 
reconfirmed. The most recent example 
of film censorship happened in Feb- 
ruary. A Taiwanese film, Ah Fu, was 
withdrawn because it would "adversely 
affect relations with neighbouring coun- 
tries" (REVIEW, 30 May). 

Although the Chinese may not over- 
tly interfere with Hongkong's political 
and economic affairs, their repeated in- 
terference with the film industry does 
not bode well for other media. 

— Emily Lau and Louise do Rosario 
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SINGAPORE 


For you, US$280 million 


Advanced F16A fighters are ordered on the cheap 


By Nayan Chanda in Washington 

"3 a combination of smart calculation and a stroke of good luck, | 
set to buy the advanced version of the American-made F16 jet fighter at 

the same price as a less powerful model of the aircraft. 


Earlier this month, the administration of US President Ronald Reagan _ 


that it intended to General , the manu- 


notified the c permit 
6, to sell eight F16As, including four trainers, to the island re- 


facturer of the 


public. The administration's F16-sale authorisation replaced permission it 
gave to General Dynamics in 1984 for the sale of the less-powerful F16/J79 
model to Singapore. 

Although equipped with powerful Pratt and Whitney F100 engines, the 





I 
GENERAL DYNAMICS 


F16A: a good bargain. 


F16As would cost a total of US$280 million — exactly the same amount 
pore had agreed to pay last year for eight F16/J79s (REVIEW, 5 Apr. '84). 
Last year, when Singapore became the first country to place an order for 
the J79 version, observers speculated that the move was intended as a “foot in 
the door" for acquiring the more powerful F16A. The observers said 
pore was watching Washington to see how it responded to a Thai —— or 
the F16A, became. that if a positive response was "ein vm, |p gp cid 
would be allowed to pu the more-powerful option even —* 
o that the Singapore order was placed in close consultation with 
an 
In any event, Singapore made it clear from the beginning that it was not in 
a hurry to take delivery of the aircraft, which was not yet in 
pore is believed to hzve placed its order with General X ens on the u 
standing that it Quin am the order in the event ashington ed 


sales of the F16A to Following the US administration's in 
March to permit sales of the advanced version to Thailand, pg nore also 
asked for the F16A. After having a ved the sales to Thailand, 


could "x longer apply its previous policy of not selling the fighters to no = Mate 
countries. 
The year’s delay between the time Singapore ordered the F16/J79 and the 
upgrading of its order to the FI6A has meant a considerable saving for Singa- 
pore. During this period, fierce competition developed between Northrop, 
which produces the F20 hark, and General D for P con- 
tracts, and as a result prices for both the F20 and the FIGA were 
While Indonesia also is believed to have shown interest in the FI6A, 
sources said — — — While its five-year de- 
fence plan is ambitious, military sources that Malaysia has not yet drawn 


up plans for replacing its i) fleet of FSEs. 
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SOUTH KOREA 
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Kim at odds with Kim 


Opposition leaders differ over presidential nomination 


By Shim Jae Hoon in Seoul 


hortly after Kim Dae Jung, the 

former opposition presidential can- 
didate, returned home from his exile in 
the US in February, many here won- 
dered if he would successfully collabo- 
rate with Kim Young Sam, the other to- 
wering dissident figure who has led the 
anti-government struggle at home, 
building for himself a solid base of 
domestic support. 

While the first Kim through his exile 
established his international reputation 
as the leading opponent of the au- 
thoritarian regime in South Korea, the 
second Kim, by staying home and lead- 
ing the 12 February general election to a 
big opposition success, had emerged as 
a powerful new leader, only confirming 
the fateful rivalry the two men have car- 
ried on for more than a decade. 

Now after five months of sharing the 
leadership of the Consultative Commit- 
tee for the Promotion of Democracy 
(CCPD) — a broad coalition of anti- 
Chun forces — signs of their schism are 
emerging. This brings into question the 
prospects of the two Kims leading a 
united fight against President Chun 
Doo Hwan's determination to stick to 
the present constitution. The two Kims 
want to change the present constitution 
to pave the way for a free, direct elec- 
tion of the next chief of state in 1987. 

The first indication of their fission 
surfaced early in July when Kim Dae 
Jung — who though free to criticise the 
government from his CCPD office, is 
still under threat of a 20-year prison sen- 
tence stemming from sedition charges 
— suggested that he and Kim Youn 
Sam “should divide [their] politica 
roles.” Since Kim Young Sam was fully 
reinstated while he was not, Kim Dae 
Jung suggested the former should lead 
the opposition New Korea Democratic 
Party (NKDP), while he himself pre- 
sumably intended to control the CCPD, 
which gave birth to the party. 

His second idea was that he and Kim 
Young Sam ought to agree on a run- 
ning-mate formula, presumably with 
himself as presidential candidate and his 
rival as vice-presidential gy ag If that 
formula were accepted, Kim Young 
Sam would play a secondary role again 
— a replay of events in 1970 when he 
narrowly lost the presidential nomina- 
tion to Kim Dae Jung against the wishes 
of the Democratic Party hierarchy. Dae 
Jung snatched the candidacy by appeal- 
ing to the party grassroots. 

Repeated statements by each Kim 
that the two remain united in their ef- 
forts to restore democratic institutions 
have not scotched speculation on whe- 
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ther they will succeed in shaping a com- 
mon front against Chun. So far, neither 
seems willing to accept a secondary 
role, with Young Sam probably inclin- 
ing towards a new contest with Dae 
Jung for candidacy nomination which 
he could win this time, as he controls 
the CCPD as well as its parliamentary 
representatives within the NKDP. 
“With prospects of democratisation 
highly uncertain, this is no time to talk 
about dividing up our roles or producing 
a running-mate formula,” Kim Young 
Sam said, arguing that any sign of a pre- 
mature quarrel over presidential ambi- 
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tion could only disappoint the nation 
and allow their foes to keep them di- 
vided. In fact, both men are keenly 
aware of the military establishment's 
excuse for seizing power under martial 
law in the summer of 1980 — restoring 
law and order which the two Kims al- 
legedly disrupted through their compet- 
ition for the presidency after the assassi- 
nation of former president Park Chung 
Hee. 


hile denying he wants to be the 

next presidential candidate, Kim 
Dae Jung nevertheless asserts that his 
vaguely competitive relationship with 
the other Kim must be more clearly de- 
fined, if only to reassure the nation that 
they stand united, with each man better 
conscious of the other's role. "I've 
never said I ought to be the presidential 
candidate, only that one of us had better 
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assume that role so as to leave no doubts 
in the minds of people that we'll not be 
competing [again]," he commented in a 
statement released by his aides. 

With opposition supporters through- 
out the country demanding a strong sol- 
idarity between the two Kims, Kim Dae 
Jung's proposals have backfired, 
spreading the impression that he is im- 
patient to seize an upperhand in the 
forthcoming contest for supremacy. 
Under attack from newspaper editorials 
and numerous protest calls from sup- 
porters, however, he has withdrawn the 
proposals. Under a compromise ac- 
cepted by Kim Young Sam, he has also 
promised to support Lee Min Woo, the 
current NKDP president, a Young Sam 
supporter whom Dae Jung earlier indi- 
cated he might seek to depose at the 
NKDP national convention scheduled 
for 1-2 August. In exchange, Kim 
Young Sam has accepted the principle 
that they should espouse a presidential 
system of government, meaning 
either he or Dae Jung should one 
day be the opposition presidential 
candidate. 

If such agreement leaves Kim 
Young Sam retaining his present 
supremacy within the broad oppo- 
sition movement, the position of 
his rival has been rendered worse 
by the government's refusal to re- 
store Dae Jung's civil rights, un- 
less “he repented his misdeeds for 
creating political unrest in 1980” 
in the wake of Park’s assassina- 
tion. That leaves Kim Dae Jung 
sitting in limbo, neither com- 
pletely free nor under deten- 
tion. 

In what appears to be a calcu- 
lated policy to isolate Kim Dae 
Jung from a popular power base, 
the government also forbids his 
entering the NKDP. Roh Tae 
Woo, chairman of the ruling 
Democratic Justice Party, has re- 
portedly warned that Kim risk- 
ed being imprisoned again if 
he became an NKDP member 
without first clearing his legal 
status. 

Clearly, Kim Dae Jung is faced with 
an impossible choice. Venting his frust- 
ration, he recently told the REVIEW: 
“Its hard to follow the government's 
logic . . . T go out and demand my politi- 
cal reinstatement, and it accuses me of 
being an extremist fighting outside the 
established [constitutional] framework. 
So I decide to join the NKDP [which it 
accepts], and they threaten to re-im- 
prison me." 

He might have added that Chun 
today remains no more ready to accept 
him than he was five years ago, when he 
had Kim sentenced to death by court 
martial on charges of provoking the 
Kwangju uprising in 1980. Kim, to this 
date, squarely blames Chun for the 
bloody suppression of that insurrec- 
tion. Oo 
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A simple objective. — to maximize income with minimum risk. 
The Caribbean Basin investment Trust invests in short-term — 
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eview Focuses on 
. Europe in Asia 


For centuries, European nations treated Asia, including China 
as their warehouse, taking home the Region's natural resources 
and returning their own manufactured goods. 






Recently that picture has changed and today Asia is an arena of 
fierce trade competition. 


In the issue cover-dated 22 August 1985, the Far Eastern 
Economic Review will publish a Focus on Europe in Asia, 
charting the progress of the leading European nations and their 
companies in this vital market. Focus will examine the primary 
areas of competition from watches to perfume, liquor to 
automobiles, microchips to banking and nuclear power plants plus 
how each country is meeting the challenge. 


As the world's premier publication on Asian affairs, the Far 
Eastern Economic Review's audience represents the highest 
concentration of Asia's decision-makers in business, banking, 
government and the professions. Research shows that an 
advertisement in the Review is the most cost effective means of 
reaching Asia's elite male business community and this is even 
more true in a Focus issue. 


Should your company or clients 
wish to take advantage of 
advertising in this important issue, 
or need any further information, 
please contact: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hong Kong 
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FOREIGN RELATIONS 


Comrades in arms 


The US implements a military-cooperation accord with Japan 


By Robert Manning in Washington 


n a move that underscores deepening 

military cooperation between the US 
and Japan, Washington and Tokyo are 
quietly working out procedures for im- 
eee a November 1983 memo- 
randum of understanding, which is ex- 
pected to result in the first export of 
Japanese military technology to the US 
before the end of the year. 

In late June, some 18 months after 
Tokyo agreed to exempt the US from a 
ban on the export of its military technol- 
ogy, Washington sought to purchase an 
"image-seeking" missile-guidance sys- 
tem from Japan. Pentagon officials said 
they see no need for further accords be- 
tween the two countries to facilitate this 
or future purchases, but they concede 
that Tokyo has a number of concerns re- 
garding the ground rules of the military- 
technology transfers which were not 
spelled out in the 1983 accord. 

US officials say there is no formal 
link between the US request and 
Japan's interest in sophisticated “over- 
the-horizon" . airborne-warning-and- 
control systems (Awacs) technology. 
Both the Japanese missile-guidance sys- 
tem, which was developed by the Japan 
Defence Agency, and the US Awacs 
technology are classified. 

US officials say that despite the pre- 
cedent set in the 1983 accord, Japanese 
firms have been reluctant to export mili- 
tary ———— The US request in June 
is viewed here as a test case and may 
have been chosen because the missile- 
guidance ony was developed by 
the government rather than by private 
industry. “The real importance of this 
request,” a Pentagon official told the 
REVIEW, “is to get the ball rolling on the 
export of technology.” 

Among Japanese concerns regarding 
the export of military —— are: 
that weapons systems developed by the 
US based on Japanese technology might 
be denied Tokyo due to US export re- 
strictions on such technology; a fear that 
commercial spin-offs from the technol- 
ogy might compete with Japan-made 
goods, and a general Japanese reluc- 
tance, as one analyst here put it, "to be 
dragged into becoming a part of the US 
military machine." 

US officials are confident that their 
missile-guidance technology request 
will be approved, though it will require 
a subsidiary agreement setting ground 
rules on such transfers. 

The Pentagon has identified 36 items 
of Japanese technology — most of 
which are "dual-use" items with both 
civilian and military applications — 
which could aid US military high-tech- 
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nology development. Some of the items 
on the list could help develop Washing- 
tons controversial “Star Wars” 
Strategic Defence Initiative (SDI), 
now in its research-and-development 
phase. 

The US shopping list includes 
semiconductor lasers, heat-resistant 
ceramics, fibre-optics, night-time imag- 
ing, targeting devices, computer "artifi- 
cial intelligence" and gallium arsenide, 





the computer-chip material of the fu- 
ture. The latter two technologies are 
areas of critical importance to SDI and 
also areas in which Japan is on the lead- 
ing edge of development. 


— has not formally responded to 
an invitation from the administra- 
tion of President Ronald Reagan to par- 
ticipate in SDI research and develop- 
ment. In late March, Secretary of De- 
fence Caspar Weinberger sent a letter to 
Japan and other key US allies asking 
them to reply within 60 days. Both State 
Department and Pentagon officials said 
the US has not pressured Tokyo in re- 
p to SDI. Thus far Japanese Prime 

inister Yasuhiro Nakasone has stop- 
ped short of a full endorsement of SDI. 

Most of the technology Washington 
is seeking for SDI is dual-use technol- 
ogy, and US officials point out that 
Nakasone has said the mechanisms are 
already in place if private Japanese 


companies decide to export such tech- 
nology to the US. While some US offi- 
cials say that no formal Japanese deci- 
sion to participate in SDI may be neces- 
sary, some analysts agree with Michael 
Chinworth of the Japan Economic Insti- 
tute who said recently that “being a par- 
ticipant by default" would be politically 
dangerous for Nakasone. 

Beyond Nakasone's long-term vision 
of Japan's role in collective regional 
security, another factor which could 
lead Tokyo to deepen military coopera- 
tion with Washington is that such a 
move could defuse growing pressure on 
Japan in the US Congress. In the minds 
of many congressmen, the trade and de- 
fence components of the US-Japan re- 
lationship are linked. The underlying 
logic of this view is that Japan is seen as 
getting a free ride on defence despite 
the obstacles it allegedly puts up to hin- 
der US companies in gaining access to 
Japanese domestic markets. Mean- 
while, Japan continues to chalk up a 
massive trade surplus with the US, 
projected to exceed US$50 billion for 
1985. 

In mid-July, the House of Represen- 
tatives passed an amendment to a bill 
before congress similar to one passed by 
the senate in June calling on Japan to ac- 
celerate its military build-up so as to be 
able to carry out fully its olé of defend- 
ing air and sea pace out to 1,000 miles 
from its coast. The major discrepancy 
between the House and senate amend- 
ments is that the senate requires Reagan 
to submit a report to congress by Feb- 
ruary 1986, and annually thereafter, on 
Japan's progress in reaching its defence 
goals. 

The implication clearly is that if 
Tokyo's report card is inadequte, con- 

ress might take further action. The dif- 
erences between the two versions are 
to be ironed out in a senate-House con- 
ference in coming weeks. In addition, 
new moves are afoot in congress to im- 
pose a 25% surcharge on Japanese im- 
ports to the US. 

Reagan administration officials say 
they would likely veto an import sur- 
charge if it was passed by congress and 
also would oppose linking trade and de- 
fence issues. On 17 July, Assistant Sec- 
retary of State Richard Armitage spell- 
ed out this view in a speech. "The huge 
US trade deficit with Japan is a serious 
concern," Armitage explained, "but it is 
not the reason Japan needs to increase 
its defence capability . . . US desires to 
p equal access to Japan's markets are 
egitimate, but our defence relationship 
is not the lever." 

If Japan does begin to export to the 
US the military-related technology 
Washington seeks, it would strengthen 
Reagan's support for Japan in the face 
of an angry congress. But as a senate 
source said: “No matter what the Japan- 
ese do on defence, it will not lessen con- 
gress’ retaliatory mood on the trade 
issue, 
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PAPUA NEW GUINEA 


Dirty white collars 


The authorities shift their focus to organised crime 


By lan Andrews in Port Moresby 


p Moresby's month-old state of 
emergency aimed at stemming vio- 
lence, robbery and rape has begun to 
spotlight less publicised organised and 
white-collar crime. 

Attention initially focused on whe- 
ther new measures, including stronger 
police powers and a nightly curfew, 
would curb lawlessness in the city. 
Statistics compiled by police indicate at 
least a short-term success. Police Com- 
missioner David Tasion says that seri- 
ous crime is down by 75% and that of- 
fences during curfew hours have been 
virtually eliminated. More than 40 
prison escapees also have been recap- 
tured in the law-and-order campaign. 

The state of emergency, declared on 
17 June, followed a spate of vicious 
ees — including gang rapes — and 
ro 


beries. The apparent success of the £ 


campaign has been widely welcomed by 
Port Moresby's estimated 150,000 resi- 
dents, Papua New Guineans and expat- 
riates alike. 

However, as street crime has drop- 
ped off, much public interest has shifted 
to the alleged multi-million dollar 
"fencing" of stolen goods, financial 
manipulation and corruption. There 
have long been rumours here about 
domestic networks handling stolen 
goods, and operators specialising in 
shipping such merchandise to foreign — 
particularly Asian — ports. Police, as- 
sisted by wider search powers, are now 
uncovering evidence to support these 
stories. 

Members of so-called rascal gangs 
are generally held as being behind most 
house-breaking and car thefts. For 
those able to penetrate the iron bars and 
alarm systems of well-to-do homes, the 
pickings are by no means slim. But ex- 
pensive items such as electronic goods 
and jewellery would be highly suspi- 
cious in the run-down shanty settle- 
ments where many gang members live. 
So they generally want to dispose of sto- 
len property quickly for cash and are 
willing to accept a fraction of its real 
value. For example, about Kina 200 
(US$198) would be accepted for a late- 
model car. 

Police recently arrested the Austra- 
lian proprietor of a car-wrecking firm in 
Port Moresby and alleged in court he 
was involved in large-scale acquisition 
of stolen property. Some rascal-gang 
members talk about European and 
Asian "big men" who tell them the types 
of goods they would be most interested 
in buying. One such man is said to spe- 
cialise in sending stolen jewellery to 
Hongkong. 





Somare; Chan: a new emphasis. 


There are also police concerns about 
large sums of money being smuggled 
out of the country in breach of foreign- 
exchange regulations. Central banking 
authorities allow an individual to take 
Kina 10,000 per year out of the country, 
with an additional Kina 4,000 allowed 
for expenses. However, special ap- 
proval has to be sought for big transfers, 
and a tax clearance is normally re- 
quired. An Australian businessman 
who heads a large hotel group here was 
recently charged with illegally purchas- 
ing nearly Kina 300,000 worth of foreign 
currency changed by hotel guests and 
sending it overseas by post and courier. 
Authorities are also investigating the 





use of yachts by business people to get 
money overseas covertly. 


O° a more general level, alleged ex- 
patriate involvement in crime has 
taken on political overtones. Papua New 
Guinea Prime Minister Michael Somare 
said in Sydney on 12 July that his coun- 
try's crime problems were partly caused 
by overseas, notably Australian, or- 
ganisers. Somare's comments follow 
Australian media criticism of Papua 
New Guinea’s law-and-order break- 
down and reservations implied about 
the government's financial manage- 
ment by envisaged Australian aid cuts. 
Somare went on the offensive, say- 
ing he was “disappointed” and 
“ashamed” about Australians’ involve- 
ment in crime. A member of Somare’s 
staff said serious crime in Port Moresby 
was rare until white organisers moved 





in, creating a Kina 40-50 million indus- 
try in stolen goods alone. Some opposi- 
tion Papua New Guineans have accused 
the prime minister of making “danger- 
ously sweeping statements” and have 
asked what increased levels of gang rape 
and violence had to do with Australians. 

At the upper echelon of crime in the 
country, as elsewhere, is corruption. A 
1984 report on law and order noted that 
white-collar, corporate and organised 
crime — including corruption — could 
have greater economic and social conse- 
— — than conventional crime. But 
the detection of such crime proves ex- 
ceedingly difficult. The clandestine 
dealings of corruption remain hidden 
from public scrutiny unless someone be- 
comes carelessly loose-lipped. There 
may be suspicions, but rarely will there 
be proof of corruption, the report said. 

In 1983, the government's then chief 
ombudsman stated there had been too 
much talk about stopping corruption 
and not enough action. There is little 
evidence to suggest this assessment is 
any less valid now. 
The ombudsman's 
commission still claims 
to be under-resourced 
and maintains that 
cases which reach 
the courts are only 
the tip of a big ice- 
berg. 

One case now be- 
fore the courts goes 
back several years to 
the period when Sir 
Julius Chan, now in 
opposition, was prime 
minister. A politician 
has been charged with 
accepting gifts from 
an Asian businessman 
who was awarded a 
contract for the sup- 
ply of official diaries. 
In another case, au- 
thorities are seeking 
the extradition from 
Australia of a 39-year- 
old Australian who had worked at the 
National Computer Centre in Port 
Moresby. He has been charged with de- 
frauding Kina 164,000 from the govern- 
ment. 

The opposition has called for public 
inquiries into relationships between a 
number of government officials and cer- 
tain business interests involved in sell- 
ing big-ticket items to the government 
or seeking approval for commercial ac- 
tivities. 

The government has commendably 
thrown additional resources into tackl- 
ing grassroots criminals as well as mid- 
dlemen and now appears to be moving 
against white-collar crime by expat- 
riates. Arguably, the next logical step 
would be vigorous investigation of al- 
leged corruption and malpractice 
among politicians and government offi- 
cials. Oo 
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R elax 1n the knowledge that when you 
fly Air Lanka Business Plus, you fly 
in a class of your own. French champagne to 
welcome you aboard. Plus first class cuisine. 
Plus one from the aisle seating. 
Relax, with French wine and superb stereo 
entertainment . . . put your feet up, stretch out and 
experience in-flight care that's Paradise itself. 
Value for money, Business Plus 
is the best business deal you'll ever make. 
On the Wings of Paradise. 
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BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


b Choosing the right hotel for your 
busy executives is very much 
a business decision. 

So we ve arranged a programme tailored 
to busy schedules. Pre-registration, rapid 
check-out plus a year-round preferred rate 
for upgraded deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme. 
Complete the coupon below or call any 

Hilton International hotel. 
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‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 


But WWF needs money - your money. 
Please send Ce ntributu mis to the WWF 
National Organisation in vour country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 
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Paranoia invents the rebirth 
of the Yellow Peril 


The Miko by Eric van Lustbader. Fawcett Crest; Dai-Sho by Marc Olden. Berkley 
Books; Kensei by Steven Schlossstein, Avon Books; Zaibatsu by John Brown. 


Avon Books. Prices not given. 


t least four recent paperback novels 

reflect the growing concern with 
Japan's economic "invasion" of Europe, 
the Americas, and Pacific Asia. All are 
good escapist stuff, but they are also in- 
structive as examples of how fearsome 
Japan has become to some paranoid 
Western writers. 

Eric van Lustbader's The Miko and 
Marc Olden's Dai-Sho depend on exotic 
fantasy and erotic violence to carry their 
commonplace plots. They are highly 
successful commercially, since they are 
written by experienced storytellers and 
well promoted — 7he Miko made a 
number of bestseller lists. 

Steven Schlossstein's Kensei and The 
Miko are more ambitious than the other 
litles in that they attempt to be guides 
to things Japanese. Neither succeeds, 
least of all Kensei, though its publisher 
boasts about the author's ostensible ex- 
pertise. 

John Brown's Zaibatsu, first pub- 
lished in Australia, has none of the vic- 
iousness and hyperbole that mar Ken- 
sei, and little of the mysticism that 
makes The Miko and Dai-Sho so hard to 
take seriously. As a story, too, it is argu- 
ably the least inspired of the four. But in 
its comparative brevity, simplicity and 
blandness, it does less violence to 
Japan's image. 

The remarkable thing about all four 
novels is the common manner in which 
they depict Japan's conglomerates as in- 
timidating Goliaths — not so much be- 
cause the zaibatsu are huge, as because 
thev are run by reincarnated bushido 
chauvinists who believe that Japan is 
superior to other countries. The authors 
are like modern Davids, looking over 
the Occident's collective shoulder, 
slinging stones at the Oriental giant. 

Kensei epitomises this renascent 
"yellow peril” syndrome. Kakuei 
Tanaka is back as prime minister, and 
he is "in a position to fulfil his promise 
to... put Japan in a position of global 

wer!” A Ministry of International 
Trade and Industry (Miti) bureau chief, 
a Self-Defence Forces major and the 
head of the planning division of “the 
largest industrial conglomerate in post- 
war Japan" all believe that Japan is de- 
stined to be the sensei (master) instead 
of the deshi (apprentice) of the US and 
Soviet Union. 

The trio, all middle-aged products of 
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the elitist University of Tokyo (where 
Schlossstein studied as a graduate stu- 
dent), conspire to make Japan militarily 
powerful enough to refuse to renew the 
security treaty with the US, and to force 
Moscow to return the Kurile islands. If 
not, they will atomise 12 major cities 
around the world, including Tokyo. 
But the Japanese are unable to deve- 
lop the “256K optical chips" needed to 





guide the multiple warheads which they 
have secretly developed. So some are 
stolen from their American developer's 
Silicon Valley plant, by a Japanese dis- 
guised as a Vietnamese-refugee janitor. 
( All Asians look alike. ) 

Schlossstein, who laments the de- 
cline in American values which nurture 
creativity and quality, seems to be say- 
ing that Americans had better shape up 
or be defeated by what he calls Japan's 


a-A A 
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“deadly triangle” — calculation, domi- 
nation, elimination. 

A Ph. D. Japanologist with “doll- 
like features” (no, she 1s not Oriental) 
gives Kensei’s blue-eyed blond hero 
with “an easy smile” a crash course on 
Japan. Schlossstein condenses all he 
wants his reader to know about the Ja- 
panese chip on his shoulder into the 
mnemonic acronym CHIPS, for Cul- 
tural superiority, Hierarchy, Insularity, 
Perseverance, and the need to become 
the world’s sensei. 

This is strong stuff. In his day, Sax 
Rohmer, too, may have been obsessed 
with the notion that Asia was the spawn- 
ing ground of such satanic megalo- 
maniacs as Fu Manchu, but his stories 
were never infused with the overt hos- 
tility dripping from  Schlossstein’s 
pen. 

Semiconductors which the US has 
and Japan needs, and Japan’s desire to 
be self-sufficient if not dominant, are 
also the themes of The Miko. The “half- 
Caucasian, half-Oriental” hero of 
Lustbader's previous novel, Ninja, re- 
turns to save Japan and the US from the 
evils of Soviet communism. 


US high-technology firm with the 

goods, and a Japanese compan 
with the wherewithal to produce the U 
firm's non-volatile RAM chips at the 
right price, aré negotiating a merger. 
The Japanese company is a subsidiary of 
a large petrochemical corporation, 
which is owned by a bank chaired by an 
ex-kamikaze pilot .and ex-Miti vice- 
minister who despises foreigners gener- 
ally and "half-breeds" particularly. 

Meanwhile, a patriotic ninja master 
guards the plans for Tenchi, a super-sec- 
ret project which involves the pet- 
rochemical company, aimed at making 
Japan forever independent of both the 
US and the Soviet Union. The intelli- 
gence agencies of both countries (and 
China) are on to it, of course, and their 
spies will stop at nothing to sabotage it 
and thus keep Japan under alien thumbs. 

Lustbader's message appears to be 
that familiar canard, that a non-Asian 
needs at least a drop of Asian blood to 
really understand and get along with the ` 
Japanese, The Miko’s conveniently 
mixed-blood hero, as bilingual and 
bicultural mediator for the US firm, 
coaches his bull-headed boss in the finer 
arts of tiptoeing through the non-tariff 
minefields, 

But this is merely Lustbader's gim- 
mick to heighten the reader's illusion 
that vicariously enjoying grisly murders 
and suicides, interspersed with grue- 
some sex, is educational, Unfortu- 
nately, such possibly good advice as 
“stop thinking with your Western ego 
and try a little acceptance” is nullified 
by nonsense such as “there were no 
exact street addresses in Tokyo, or “in 
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who takes on the demented might 
| Japanese industrial espionage ring 


mea 


n convicted as a war criminal, but 
at the hangman. 

The potentate's worldwide dirty 
ticks have earned him the reputation of 
eing "Japan's most effective spymas- 
er" since medieval times. The hero, not 
a Japanologist, cannot understand why 
he Japanese Government does not 
punish the potentate's activities. An old 
Japan hand then explains to his mys- 
ified compatriot that industrial espion- 
age "is not, repeat, not a crime" in 
Japan, but merely part of the country's 
efence. 

- Zaibatsu shifts the theatre of Japan- 
e designs on the world to Southeast 
Asia. The hero is a New Guinean of 
nglo-Australian ancestry, residing in 
tzerland. He returns to New Guinea 
ook into the murder of his brother. 
spect is "the wealthiest and most 








zaibatsu which “doesn't have one 
sular company name, but [is] still 
biggest of them all." 


idvertising blurb claims that the 
aibatsu head "will sacrifice any- 
or anybody to the fanatic dream of 
^w Japanese empire" but the public- 
yutdoes the story. While the zaibatsu 
d does try to cause uprisings, re- 

; and coup d'etats in Indonesia and 
ua New Guinea “to develop the re- 


nic union with Japanese interests,” 


$ brother, who had been his friend 
ollaborator. | | 


Japan's corporate executives are 
ethnocentric than their foreign 
interparts. But the authors of The 
iko and Zaibatsu, though given to 
ereotypes and caricatures, make at 
ast token efforts to humanise their vil- 
ains. The bad guys in Dai-Sho are ir- 
'edeemable embodiments of diabolical 
vil, while Kensei appears to be pur- 
posely racist. 

It is anyone's guess who reads such 
novels, or how people's thinking is 
haped by them. Most studies of por- 
nography are inconclusive on the ques- 
ion of whether smut encourages sexual 
rimes. But analyses of pulp novels tend 
o show some correspondence between 
eir content and popular images of 
her peoples and countries. 

-Japanese fiction, too, is full of mis- 
derstanding and racism. Even so, one 
uld like potboilers in English about 


iowledge of its culture and society 


id. more respect than Schlossstein. 


































































by a wealthy potentate who had. 


ful man in Japan" who is the head | 


rces of the resultant nation in an eco- 


“too much of a man" to murder the - 


ll four novels leave the impression 


pan to be written by people with more - 
an Lustbader, Olden. and Brown, | 


“=~ William Wetherall | 





E: the publisher's blurb for this 
yarn is justifiably modest in» its 


claims. The author, it tells us, "imparts | 


a ring of authenticity" which sets the 
book “far above the 'skullface' tales of 
the 1930s, which invariably featured the 
overplayed wizardry of an inscrutable 
Oriental, presiding over his evil dén of 
opium and planning to conquer the 
world . . . The characters are finely 
created, and the situation in which they 
find. themselves, though bizarre, is by 
no means impossible." 

They are wrong; the book represents 
no advance on a 1930 inscrutable 
skullface drama. It stretches credibility 
— and the reader's patience — on every 
page. The characters are cardboard 
caricatures. First there is the hero: a 
tough CIA agent who flew drugs for Air 
America. before being kidnapped by 
Ching. Wei, a former Kuomintang war- 
lord-turned-opium-trader who rules 
over a fairytale kingdom in the Golden 
Triangle, from which none of his un- 
willing subjects can escape. ^^ 

Other predictable characters include 
a cynical Frenchman, an ex-teacher de- 
voted.to growing orchids and smoking 
opium, and a mad German doctor with 





Pictures From the Water Trade 
Andre Deutsch. £9.95 (US$14). . 
| S getting drunk in itself a good thing? 
M The answer depends somewhat on 
one's cultural background; an Arab or a 
Jew would, with few exceptions, find it 


. shameful. Irishmen or Germans tend to 


go to the other extreme: to them getting 
drunk is a sign of manly good fellow- 
ship. Americans like what they call 
"serious drinking" but are often furtive 
about it, huddling in silent rows in dark 
bars, crying into their beers. 

The Japanese and Koreans are like 
the Irish. To them, or to the males of 
their species at least, getting drunk is 
definitively a good thing. 

The average Japanese male lives in 
two worlds: the daily. world of work, 
bowing and scraping, hiding one's opin- 
ions, trying to get ahead without upset- 
ting others, in short, the civilised world 
we all live in, though perhaps a little 
more extreme; and the nocturnal world 
of bars, where opinions are recklessly 
ventured, quarrels picked, friendships 
made, people insulted, in sum, the 
world in which people feel they are 
more "themselves."  . MN 
In drunkenness all is allowed and, 
forgotten the next 










Dragon Mountain by Lee Daniel. Vantage Press. US$11.95. 


the real. 





apan- 





peculiar theories about medicine and 
drugs. Then there are a hard-boiled 


bunch of US. commandos-turned-pro- 


fessional-assassins, assorted soldiers - 
and torturers, plus a seemingly unli- 
mited supply of willing, sexually vora- 
cious Chinese, Lao, Burmese and Shan 
concubines. (Ching Wei prefers White 
Tigers — what "the Chinese call a 
woman whose pudendum is totally and 
naturally devoid of pubic hair.") 

The only "real" person in the opium 
king's entourage is none other than Jim 
Thompson, rumoured CIA agent and 
patron of the Thai silk industry who dis- 
appeared in Malaysia in 1967. Lee 
Daniel fantasises that he voluntarily 
fled to Ching Wei because the Thai au- 
thorities had discovered he had made 
US$2.5 million in the opium trade. 

Although the story is action-packed, 
it lacks a structural plot, being merely a 


. pointless account of the hero's incarcer- 


ation by a vengeful Ching Wei whom 
the hero had once denounced for opium 
smu gling “over the Hump” during 
World War II. It consists largely of 
laconic accounts of banquets (with 
braised n trunk and monkey 
paws — rather than monkey brains or 


ater trade 


the Water Tr e: an Englishman in Japan by John David Morley. 


ese is not only churlish, but almost an in- 
sult; it is a refusal of intimacy. 

The water trade referred to in the 
title of this book is that nocturnal world 
of bars and fleeting intimacy. Nobody 
quite knows why it is called water trade; 
some say it stands for the fleetingness or 
fluidity, like water, of human relation- 
ships. Others think water stands for al- 
cohol. Whatever the original meaning, 
the water trade is obviously a perfect 
place to observe the Japanese, as it 
were, in their natural state. 

Morley, through his fictional charac- 
ter named Boon, describes this state 
well. He has an especially finely tuned 
ear for Japanese dialogue — even in 
English translation the dialogues sound 
Japanese. Boon also makes some in- 
teresting friends. Some friendships last 
longer than others, however. 

One especially well-observed re- 
lationship concerns a fellow barfly, 
who, quite drunk, tells Boon all his pri- 
vate troubles and insists on taking him 
home to sleep off the effects of the 
night's revelry. But the next morning 
"the attitude of his host . .. had com- 
pletely changed. Sober now, restored to 
world, -he probably felt 











scribed with Ur icking s d. 

These stretch belief beyond fantasy: 
one man is cut in half, his torso placed in 
hot ashes (to prevent bleeding) and then 
spends hours a-dying; another 
has mercury poured 
into cuts on his skull 
which then seeps 
down  grotesquely 
until its weight peels 
the skin entirely from 
flesh and — pop goes 
the weasel, as the au- 
thor charmingly puts it. 

The schoolboy amor- 
ality is complete. The 
French doctor teaches 
our hero how to take mas- 
sive doses of drugs ("drugs 
are God's gift to man") 
by balancing the Yin of 
heroin with the Yang of 
cocaine which, it is al- 
leged, produces a bioche- 
mical balance which pre- 


.vents addiction and eliminates toxins: | 


The ende. insensitivity i nci idi 





Ling Yun, an ancient Taoist — 
| ean "leap-walk". 


nd 








| ashamed. He had been exposed in his 
intimacy, seduced by one of those heady 
impulses of friendship which were 


peculiar to the water trade and which | 


snuffed out as guieiny as they caugh 
fire." 

Boon has a more complicated. re- 
lationship with one of the women 
who service the water 
world. She is a 
mama-san. The 
water world is basi- 
cally a society of men 
and mama-sans, or, Y 
to be psychologically . 
more exact, boys and 
mummies. The mama- 
sans function as mother 
confessors, ever solicit. 
ous, always ready to suc- 
cour the male ago. 

The atmosphere in a 
Japanese bar is entirely de- 
pendent on the mama-san. 
It is an intimate atmosphere 
— not in the least because the 
bars are tiny — which does 
not take kindly to strangers. \® 
Mama-sans have their own clientele and 
new boys must be introduced by old 
ones. But the intimacy is too maternal 
to be erotic; a desire to go to bed with 
one's mama-san is like wanting sex with 
one's mother — a craving which, admit- 
tedly, is not unknown. 


| | head and he manages to pay a spiritual 
— to his wife dying in San Francisco 
be 




























; a, 
of | breeds more than 500 varieties of these 
who | flowers (actually named from the Greek 
150 yards in 10 Sec-. for testicle!) for him is continually sniff- 
onds, levitate and generally defy the 





















is broken-hearted by this loss, 
za though this is the first time the 
reader learns of the wife's exis- 
tence). 

There are all the marks of 
sloppy writing. Although 
there are few actual il- 
logicalities of the Anthony 
Cooper variety (who in his 
equally bad book Sanc- 
tuary has his hero write a 
memo explaining the 
reasons for something 
though he didn't 
understand the 
"whys" of it), there 
are plenty of minor 
. irritations: a foot- 
ball match between 
French and English 
turns, within a page, 
to a match between French 


'and Americans. And surely the reader 


has a right to expect an author to get his 
simplest facts right. Ching Wei likes or- 
shids because they remind him of female 
but the Frenchman who 


ing them because "each blossom exudes 





oe wants sex with his mama-san. 
But then the maternal aspects of Japan- 
ese bar-hopping hold little appeal for 
him. His love for Mariko comes to grief, 
however. The relationship was doomed 
from the start for several reasons, some 


clear, others.more enigmatic. It is clear. 


that Boon, as a foreigner, is up 
against local masculine pride, 
of which Mariko has to take 
at least a professional notice. 
But the main problem is 
Mariko herself. 

She is a bit like the 
beautiful ghost in many 
No plays, physically real 
enough, but entirely elu- 
sive. As a mama-san she 
belongs to all men. Even 
at the height of passion 
with Boon, "the spirit 
of the woman [was] al- 
ways as remote. from 
him as her prickling 
flesh was close: never 
able to have her en- 
tirely he was driven wild.” 
Later he finds out that "she had 
loved him, she had loved other men, she 
had deceived him as she had deceived 
them...” And yet "she had not misled 


him, for she lacked any direction. She 
was simply opaque. He had not under- 
stood her at all.” 

Such experiences can help a sensitive 








One passage — rises ábové 
puerile, when the hero ponders on 
ironic origins of the drug trade, à 
inaccurately. When the KMT offic 
first came to Burma in 1949, he recall 
"all they wanted to do was to fight com 
munists and recover China. Only whe 
Taipei cut them off in 1958 did they r« 
sort to the opium business for surviva 
Same story with the Bur-Coms. Whe 
they started out, backed by Peking, a 
they wanted to do was overthrow th 
government in Rangoon. Then Peking 
cut them off, and they too went into th 
opium business. Finally, we [the CIA 
showed up to prevent the North Vie 
namese from taking over the entire re 
gion, but then Washington suddenly di 
an about-face and cut us off, refusing t 
even acknowledge our operations. $ 
we too had to go into the opium busine: 
to finance ourselves. Now everyon 
here is involved with opium, and noon 
gives a hoot about the politics t 
brought us all out here in the first pla 
For the rest, the pages are f 
drugs, violence, sadism and sex. 
Daniel is described as “a freelance 
er residing in the Far East.” [have 
heard of him and suspect a pseudoi 
If l'd written such a book, I'd cert: 
want to remain anonymous. : 
— Derek D: 


writer understand Japan. And Mo 
appears to be one of the very few pe 
to have written a novel on Japan, b 
on real understanding. One wong 
however, about the wisdom of exp 
ing his insights by theorising. Theri 
already plenty of books on the “th 
of Japaneseness” (Nihonjinron), h 
by Japanese and non-Japanese autho 
Not that Morley's exposition of th 
familiar theories (culture of deper 
dence, shame versus guilt and so forth 
is in any way wrong; it is just that he he 
little new to say about them. 
Moreover, the fictional character « 
Boon gets in the way, for there is. 
reason for his presence in these theoret 
ical chapters. He has to be worked inl 
saying that "Boon learned this". 
“Boon learned that." One wonders, 
cidentally, why Morley chose to hid 
behind Boon in the first place. Sticki 
to the more conventional "I" wou 
have made the transitions from person. 
narrative to theory more plausible. 
But this aside, Morley has given 
a fine book which explains far bet 
how the Japanese tick than the endl 
stream of Nihonjinron books, wh 
have deluged us in the past few yt 
Morley's Japanese are neither exo 
nor threatening caricatures, They 
veal a humanity common to us all, ev 
if, in their case, it takes a few drinks 
bring it out. 
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Chilling re-education 


Au dela du ciel: cinq ans chez les Khmers Rouges by Laurence Picq. 
Editions Bernard Barrault, 1984. Price not given. 


f you think The Killing Fields tells the 

whole story of Cambodia's Khmer 
Rouge years, you are wrong. Now a 
French woman who spent five years in 
the entourage of leng Sary has added 
her testimony; and her view of the 
Khmer Rouge elite could not be more 
chilling. 

Married to a Cambodian student in 
1967, Laurence Picq followed her hus- 
band first to Peking for five years and 
then to liberated Phnom Penh in 
October 1975. With her two young 
daughters she moved into the Foreign 
Ministry camp known as Bl, where she 
was to remain a virtual prisoner until 
her flight from Phnom Penh four years 
later. 

Simply and with painful honesty she 
describes her transformation from an 
idealistic follower, eager to live with the 
Rope and share their hardships, to a 

alf-starved automaton, afraid even to 
accept a gift of bread from the camp 
supervisor, for fear of falling into a trap. 
She was translating news bulletins 
claiming brilliant Khmer Rouge vic- 
tories as the Vietnamese surrounded 
Phnom Penh. 

While leng Sary and others in the 
Foreign Ministry of Democratic Kam- 
puchea have tried to claim ignorance of 
the killings and excesses, Laurence Picq 
calls it *the antechamber of death" — 
for many of the government's own parti- 
sans. 

She describes a self-confident Vorn 
Vet, vice-premier in charge of the econ- 
omy, being summoned to leng Sary’s of- 
fice a few days before his disappear- 
ance. Others who were subsequently 
executed as traitors were promised 
promotions or sought-after trips to the 
countryside by the foreign minister be- 
fore they vanished. 

The passivity induced by hunger and 
isolation in a group of well-educated 
Khmers is one of the more frightening 
aspects of Picq's story. Many of the in- 
habitants of B1 were students or dip- 
lomats who had worked with the 
GRUNK (Royal Kampuchean Govern- 
ment of National Union) after the anti- 
Sihanouk coup of 1970. 

They returned to Phnom Penh under 
the illusion that they would be playing 
an active role in rebuilding their coun- 
try. But by Angkar’s (loosely mean- 
ing the leadership's) decree the less 
trusted were restricted to Bl or other 
camps, where they did nothing but grow 
vegetables and attend political lec- 
tures. 

Picq does not mention a single at- 
tempt to resist or even question the wis- 
dom of Angkar (read Ieng Sary in this 
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case). Instead, the group attached to B1 
strove to be worthy of Angkar and “the 
people“ (whom few of them were ever 
allowed to encounter), to gain access to 
the councils of “the elders" and better 
rations. Hunger was used deliberately, 
Picq maintains, as a weapon to create 
dependence on Angkar. She describes 
the group's emotions at the prospect of 
a banquet to celebrate the introduction 
of the Communist Party: 

"Hunger haunted all our thoughts, 
but we felt guilty about admitting this, 
even to ourselves. Our bodies were 
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| leng Sary: ignorance of excesse 


thus grateful to Angkar, which we 
were to call the party from then on, Its 
political line was just and clairvoyant. 
It was necessary to say it and to firmly 
believe it. We thought it and we said 
I7 


tudent friends, including her hus- 

band, turned into pompous apparat- 
chiks, parroting the phrases of leng 
Sary. After a period of purges, the 
foreign minister announced that they 
would institute a new style of demo- 
cracy in their unit: "For the true applica- 
tion of democracy, I will designate those 
who should speak their minds. Those 
who refuse to make use of this right will 
be immediately expelled. Choeun, what 
do you think?" 

The victim makes an appropriate 
answer: “As the party has given me the 
right to speak . . . I would like to say that 
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the party is great and luminous, that I 
am proud to serve it and that I beg that it 
will show me my weaknesses in order to 
correct them." 

If this is the sensitive, intellectual 
face of the Khmer Rouge, I think I will 
take the crazed peasants. In this ac- 
count, in fact, the peasants appear as 
nothing more than the pawns of the in- 
tellectuals who designed the system of 
repression. 

The insanity within B1 raises a dif- 
ficult question. Was it really the bitter 
class hatred of the have-nots in Cambo- 
dian society, or the brutality of Nixon’s 
bombing that brought about the Khmer 
Rouge nightmare? Should not more of 
the blame be shifted to the small group 
of fanatics who used the dislocation of 
Cambodian society to take control and 
impose their will? 

On the personal level there is an 
even more horrific side 
to Laurence Picq's story. 
The revolutionary morality 
espoused by the Khmer 
Rouge separated her from 
her daughters. They were 
taught to forego bour- 

eois attachments and call 

er “aunt” instead of 
"mother"; one of their less 
enlightened guardians beat 
them and locked them in a 
closet. 

Khmer Rouge chauvin- 
ism led her husband, Si- 
koeun, to torment and 
abuse her for being French. 
He tried to force her to 
confess to being a foreign 
spy, at a time when such an 
accusation meant almost 
certain death. When she 
was pregnant with a third 
child, he refused extra ra- 
tions for her, on the 

rounds that she should not 

e a burden to the collec- 
tive.  Miraculously the 
woman did not break but 
maintained the mental de- 
tachment and outward calm that 
seemed to be one way of proving inno- 
cence. 

Even after they were forced out of 
Phnom Penh and took refuge in Thai- 
land, Sikoeun did not soften. Their 
“long march” offered him new chances 
to prove himself. When their newborn 
son was dying from dysentery, he re- 
fused to take him to headquarters for 
medical help. Picq finally seems to have 
stopped making excuses for him at this 
point, admitting his ambition for what it 
was: 

“His mission exalted him and he 
exulted in it. To make it more sublime, 
he was ready for any sacrifice, and the 
most beautiful of sacrifices was that of 
his wife and children.” 

This ghoulish character is still a 
Khmer Rouge diplomat. 

— Sophie Quinn-Judge 
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The life of Richard Hughes spanned nearly eight jp — — — >$ J— 
decades, most of them spent as one of Asia's leading | FAR EASTERN ECONOMIC REVIEW | 
foreign correspondents. And Hughes' world was 


G. P. O. Box 160 
peopled by the memories of those decades. Hongkong. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre... like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


USS800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. VEnon-3 00 SOPORE 


Yes! Please send copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 each. 


For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 
per copy. 


Send to: 


Nomi cx. asas ied 


Address: 








| 
| 
| 
| 
| 
R0801BFR | 
| 
| 
| 
| 
| 
| 


FAR EASTERN ECONOMIC REVIEW e 1 AUGUST 1985 45 


= 


BUSINESS AFFAIRS - 





TRADE 


China’s buy-Japanese binge strains the relationship 


A crisis of plenty 


By Charles Smith in Tokyo 

two-day, cabinet-level meeting on 

China-Japan economic relations 
which was due to be held in Tokyo on 
30-31 July could turn out to be one of 
the most critical sessions of its kind for 
several years, given the enormous gap 
in Japan’s favour which has emerged in 
the two countries’ bilateral trade since 
the beginning of this year. 

In 1984, rapidly increasing Chinese 
imports of consumer goods (ranging 
from cars to colour TV sets and from 
motorcycles to refrigerators), led to a 
50% jump in Japan’s exports, and gave 
Japan its first surplus in trade with 
China since 1980. During the first half of 
this year, the same trends were dramat- 
ically intensified; Chinese local govern- 
ments and cities rushed to place orders 
for consumer products, taking advan- 
tage of an automatic-approval system 
introduced by the Bank of China (BoC) 
for the issue of letters of credit (LCs) on 
hitherto-restricted imports. 

China’s craze for Japanese cars and 
TV sets led to a 107% increase in its im- 

orts from Japan during January-June, 

ut exports during the same period rose 
by a modest 7%. China became Japan’s 
second largest trading partner during 
the first half of 1985, the Japan External 
Trade Organisation announced recent- 
ly. In 1984 China was only the fourth- 
largest trading partner for Japan, rank- 
ing behind the US, Saudi Arabia and In- 
donesia. The Chinese market now ranks 
second after the US for the Japanese 
motor industry (following a 15-fold in- 
crease in car exports during the first 
half). A five-fold rise in shipments in 
January-June put China far ahead of 
any other market for colour TV sets. 

The resulting US$2.8 billion gap in 
Japan's favour for January-June was 
more than double that for the whole of 
the previous year and enough to cause a 
worryingly sharp fall in the level of 
China's foreign-exchange reserves. 

At US$11.2 billion at the end of 
March, these reserves were still large 
enough to cover about three months’ 
imports. However, the level had fallen 
by more than US$5 billion in a six- 
month period — suggesting China ur- 
gently needed to stem the massive in- 
flow of consumer goods from Japan. 

In late March the BoC did take ac- 
tion, suspending the issue of LCs for im- 
ports by provinces and cities of most 
types of Japanese consumer goods. 
(This was part of more generalised re- 
strictions on foreign-currency spending 
[REVIEW, 27 June|.) When the issue of 


Japanese cars: 15-fold increase in imports. 


LCs was partially resumed from June 
onwards, the Chinese authorities an- 
nounced a new special tax system for 
imported consumer goods that will 
make them far more expensive than be- 
fore. However, contracts that had been 
signed (and for which LCs had been is- 
sued) before these measures were taken 
remained valid and are believed to ex- 
tend up to the end of September. 
Taking these facts into account, Ja- 
panese trade analysts believe Japan's 
exports in the current half of this vear 
may level off, but not enough to reduce 
the trade imbalance to anywhere near 





the 1984 level of US$1.25 billion. A 
surplus of at least US$4 billion in 
Japan’s favour for the year is being fore- 
cast by one major trading company. The 
same company said China will almost 
certainly regard this as “unacceptable” 
— though what the Chinese can do 
about it is far from clear. 


fficials at the Ministry of Interna- 

tional Trade and Industry (Miti) 
who have been working on the agenda 
for the cabinet-level talks believe China 
will try hard to extract a promise that 
Japan will increase its imports sharply 
from China during the latter half of this 
year. 

But Miti (as well as a majority of pri- 
vate-sector trade specialists), appears to 
feel that it will be almost impossible to 
buy significantly more from China in the 
short term. China's exports of farm pro- 
ducts (including raw cotton and cattle 
feed) have grown quite rapidly in the 


past few months; but problems of qual- 
ity and “reliability of supply" are cited 
by Japan as obstacles to further sus- 
tained increases. 

Crude oil is another sector in which 
China seems anxious to step up 
supplies. But Japanese electric-power 
utilities, which are almost the sole con- 
sumers of Chinese crude, apparently 
have more than enough for the time 
being. Aside from petroleum products 
such as naphtha (a relatively new import 
item, which has grown sharply during 
the past year), there seems to be little 
else that China can hope to sell to re- 
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dress the imbalance — or, at least, little 
else that Japan is willing to buy. 

A further problem with importing 
Irom China which bothers some Japan- 
ese trade officials is that stepping up 
purchases in almost any product area 
implies a reduction of imports from 
some other source. In the case of farm 
products, the Chinese drive to increase 
shipments to Japan is a direct challenge 
to the US, which currently holds a vir- 
tual monopoly of the Japanese market 
for products such as soyabeans. 

Diversifying supply sources so às not 
to be at the mercy of one producer is à 
common policy objective in Japan. But 
if the existing producer happens to be a 
major buyer of Japanese goods which is 
itself fretting about its bilateral trade 
deficit, the policy can involve embar- 
rassing side effects. 

Even if Japan were ready and willing 
to buy more from China at present, 
some Japanese businessmen claim it 
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would be physically impossible for it to 
do so. China's ports, as well as its coastal 
railway system, are said to be hopelessly 
clogged with Japanese imports and in no 
position to handle a greatly increased 
outward flow of shipments. Improve- 
ments in infrastructure will enable 
China to ship out far greater quantities 
of farm products to Japan and other 
markets; but this is a task that will take 
years rather than the months that will be 
the time frame for the cabinet-level 
talks in Tokyo. 


iven the lack of scope for balancing 

bilateral trade by increasing imports 
from China, Miti seems resigned to the 
view that trade between the two coun- 
tries must undergo some downward ad- 
justment, at least in the short term. 
However, neither Miti nor private-sec- 
tor traders seem ready to accept this 
situation as being in any way the fault of 
Japan. Miti sees the deluge of Japanese 
consumer-goods imports into China as 
being largely a result of irresponsible 
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RE VIFWORAPMH by Andy Tang 
management by China of its foreign-ex- 
change resources. 

Private analysts, while broadly 
agreeing with this view, offer a slightly 
broader-based analysis of what has been 
happening. According to one source in 
a major trading company, the Chinese 
Government deliberately boosted con- 
sumer-goods imports from Japan during 
the period from July 1984 onwards as a 
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ket, depending on screen size, which 
means that the importer can expect to 
realise a profit of 80-90% on the fob 
pon charged by the Japanese exporter. 
ome Chinese regional authorities seem 
to have allowed the opportunities af- 
forded by this situation to go to their 
heads, indulging in wildly speculative 
importing of consumer goods which 
were then "re-exported" to other pro- 
vinces. 
The most notorious example of “en- 
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trepót" trading cited by Japanese trad- | 
ing companies is that of Hainan Island, | 


a special development region which 
forms part of Guangdong province. Ac- 
cording to one Japanese trading-com- 
pany source, Hainan used Overseas 
Chinese funds to import 70-80,000 Ja- 
panese cars and trucks between the 
summer of 1984 and early this year. 


Fewer than 5.000 of these were retained | 


for use in Hainan; the remaining vehi- 
cles were for sale elsewhere in China. 
A final reason for China's hectic im- 
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Raw cotton: rapid growth in exports. 


porting of Japanese consumer goods 
which is cited by Japanese analystsis the 
existence of hid en savings among 
Chinese private households. Standard 
wage levels for Chinese workers still 
range from Rmb 60-70 a month. How- 
ever, Japanese analysts believe families 


with two or more wage earners have | 


been able to save at least half their in- 
comes for at least the past decade, while 


" e T 2] V 4 . 
on China's domestic mar- 











^ KNHUA 





Tarr LJ SUUM 


to the same extent as in the latter half of — 
1984 and the first six months of this - 
year. However, companies which show - 
willingness to ship products in CKD 
(completely knocked down) form for 
final assembly in China should still 
enjoy good business opportunities — 
especially if they are willing to become - 
involved as joint-venture partners in 
local assembly operations. Seen against 
this background there should be con- 
tinuing trade opportunities for the Ja- ` 
panese motorcycle industry, three of ` 
whose four top makers are already ex- 
porting CKD kits to China. 

Makers of four-wheelers have been 
considerably more cautious to date, os- 
tensibly because of doubts about the © 
small scale of China's domestic car in- 
dustry. But Daihatsu Motor, a member 
of the Toyota family of companies 
which specialises in small cars and vans, 
embarked on a light-truck assembly © 
project late last year. Larger Japanese 
car and truck makers, while playing 
their cards extremely close to their 
chests for now, may well take the plunge. 


utside the area of consumer dura- 
bles, there seems to be a continuing: 
bright future for sales of production — 
goods to China, such as steel and 
machinery. Japan's steel industry 


scored a "modest" 49% increase in its 


sales in the first half of this year and ex- — 
pected to sell as much or more in the © 
second half. 

China's attempts to upgrade its 
domestic steel industry by the renova- ` 
tion of the many small and medium- 
sized steel plants built in the 1950s and 
1960s could eventually cut into these 
sales. But, with steel consumption sche- 
duled to more than double over the next ` 
15 years and with domestic output fall- 
ing at least 20% short of consumption, - 
Japanese steel makers feel they are safe - 
for the time being. 

China's immense need for Japanese 
manufactured goods — and still more ` 
for Japanese technology — seems likely 
to keep the two countries on reasonably ` 
good economic terms for some time to - 
come. But even normally cautious Miti 
officials accept that what has happened - 
in the past six to nine months represents — 
something like a crisis in the relation- 
ship. Miti implies that it is up to China. 
to get its act together and prevent its 
local authorities from running amok in 
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means of absorbing excess supplies of 
money which had been generated by the 
overheating of the domestic economy. 
Imports by the central government, 
however, were never meant to exceed 


wealthy farming communities may have 
saved far more. 

The implication of this for Japanese 
consumer-goods exporters would seem 
to be that pent-up demand for TV sets 


Japan's export market. 

China's authorities might be justified - 
in taking a rather different view. The 
400-odd Japanese trading companies, - 
ranging from very large to extremely - 
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more than US$2 billion or so over a 12- 
month period. What caused the situa- 
tion to get wildly out of hand was an 
"orgy" of importing by local authorities, 
who saw Japanese consumer goods as à 
means of raising funds quickly for local 
development programmes. 

Japanese sets, to take just one 
example, are priced from Rmb 1-2,000 
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and cars still exists in China at the retail 


level. Exactly how and when this is | 


likely to be released again in the form of 
consumer-goods imports is a key ques 
tion for many Japanese industries. 

The most popular answer to the 
question would seem to be that China 
will not easily turn on the import tap 
again for finished goods — at least not 


small, which compete to sell goods to 
China have not exactly been exercising 
self-restraint during the past year. A ~ 


| slightly more responsible attitude on the 
| part of traders might have prevented the 


two countries" economic relationship 
from getting into a state which' one 
trading-company source 'described as 
"ridiculously out of control." ü 
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Criticism of Japan’s trade policies rises within the EEC 


By Bruce Roscoe in Tokyo 


Fir an official Japanese viewpoint, 
for the European Economic Com- 
munity to assail Japan over a lack of 
market access is a lot like the pot callin 

the kettle black. Japan's average tariff 
rate on manufactured imports is much 
lower than the EEC figure, and in 
Europe Japan is not remarkable for the 
tariff barriers it erects to keep farm-pro- 


. duct imports at bay. As for non-tariff 


barriers, which include quotas, many of 
Japan's are less restrictive than those of 
several EEC members. 

Not surprisingly, then, Japanese 
Prime Minister Yasuhiro Nakasone, 
during his 13-20 July European tour, ap- 
peared to make a point of stressing that 
the onus for correcting the EEC's ap- 
proximately US$10 billion trade deficit 
with Japan lay squarely with European 
exporters. In Paris, for example, 
Nakasone used arguments similar to 


- those in his 9 April TV address, which 


was directed principally at Americans: 
just as Japanese companies had 
thoroughly researched the culture and 
business climate of export markets, 
Europeans who wanted to sell to Japan 
should look closer at what makes Japan 
tick. 

While advice of this nature is un- 
likely to impress much of Europe, it has 
become an important ingredient in 
Nakasone's response to mounting 
foreign criticism over Japan's trading 
policies. It also mirrors a more-confi- 
dent Japan's reluctance to turn the 
other cheek when the criticism turns 
into open attack. But this attitude ap- 

ared only to exacerbate a wounded 

uropean business ego. 

Nakasone did not offer the EEC any 
new trade concessions this time. In 


Brussels he did explain Japan's recent 


decision to cut tariffs on about 1,800 
items by 20% and simplify a range of im- 


4 E procedures. These are part of 


Japan's three-year action propa to 
boost imports. The remainder of the 
c was to be announced at the end of 

uly. Results from these steps, how- 
ever, cannot be expected to show for at 
least two years, and even then a rise in 
imports is far from guaranteed. In the 


interim, it appears certain the EEC's 


trade deficit with Japan will grow. 

Although he will not be bringing 
much good news back to Tokyo, 
Nakasone at least won broad European 
support for a further round of multilat- 
eral trade negotiations, which at first 
the EEC had tended to oppose. 

But there are considerable differ- 
ences between the US and the EEC on 
the best style of negotiation. Mainly, 
the EEC wants to commit Japan to a 
fixed negotiating timetable and dead- 


line for concessions, while the US seems 
willing to let things drag on in a process 
of "rolling" negotiations. 

EEC officials in Tokyo say the seven 
market-opening packages Japan has de- 
vised in the past three years have done 
little to help Europe. And items of es- 
sential importance to Europe, such as 
chocolates and leatherwear, were ex- 
cluded from the latest tariff cuts. 

They also dispute Japan's interpreta- 
tion of trade figures which suggest 
Japan is buying more from Europe. Ja- 
panese Ministry of Finance (MoF) fig- 
ures indicate Japan's trade surplus with 
the EEC shrank by about 3% from 1983 
to 1984, or from US$10.4 billion to 
US$10.07 billion, and that imports rose 
by 14.9% to US$9.3 billion. But these 
figures include Japanese purchases of 
South African or Soviet gold transacted 
in London, which jumped from US$479 
million to US$791 million. Japan calls 
this gold a European-manufactured 
product. The other distortion results 
from a resumption of Danish pork ex- 
ports to Japan, which had been banned 
after an outbreak of foot-and-mouth 
disease. Minus the gold and the pork, 





the EEC says its trade deficit rose from 
US$11 billion to US$11.18 billion. 

The EEC has stopped its trade de- 
ficit with Japan from exploding by re- 
sorting to the type of protectionist mea- 
sures now being threatened by the US 
Congress. Japan has had to restrain ex- 
ports of video-tape recorders (VTRs), 
machine tools, quartz watches, forklift 
trucks, TV sets, motorcycles and cars 
since 1983, as well as face higher tariffs 
on compact-disc players and VTRs ship- 
ped to EEC countries. But exports are 
still outpacing imports. 

EEC trade officials insist Japan 
should do much more than cut tariffs to 
effect a turnaround. They say lower 
tariffs in Japan do not mean less protec- 
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ply less income for the 
MOoF. Even if tariffs were reduced to 
zero, according to the EEC view, the Ja- 
panese distribution, retail and industrial 
system would continue to inhibit im- 
ports. Structural changes are needed in 
these systems to allow foreign goods 
freer entry. But unlike the US, the EEC 
is not about to begin negotiating case- 
by-case concessions. 

One step Japan could take, which 
EEC officials believe would greatly 
facilitate imports, is to let Japanese 
supermarket and department-store 
chains set up more brides throughout 
Japan. Many of these stores bypass the 
big trading houses to import a wide 
range of consumer goods but the gov- 
ernment limits their expansion in order 
to protect smaller retailers. 
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» Shada Islam writes from Brussels: 
Japanese Prime Minister Yasuhiro 
Nakasone's European tour clearly did 
little to ease Tokyo's increasingly tense 
trade relations with the EEC. Common 
Market officials and officials in 
Rome, Paris and Brussels — are still 
seething with irritation at the EEC's 
USS12 billion trade deficit with Tokyo. 
But the visit at least flattered Euro- 
pean leaders and appeased EEC fears 
about not being taken seriously by 
Japan. 

The Japanese leader also seems to 
have convinced his European counter- 
parts of what EEC officials 
describe as his "strong 
commitment" to change 
Japan's much-criticised 
trading policies. So he may 
have succeeded in laying 
the foundations for closer 
ties. 

Jacques Delors, the 
EEC Commission presi- 
dent, is clearly one 
policymaker who was im- 
pressed by the Japanese 
premier's promises of im- 
minent change in Japan's 
trading behaviour. "My 
commission colleagues 
and I believe in Naka- 
sone's good faith," he 
stressed after his two-and- 
a-half-hour meeting with Nakasone in 
Brussels. “We also recognise the prob- 
lems he faces in trying to change Japan- 
ese behaviour and mentality." 

The meeting, said Delors, had con- 
vinced him that the Japanese leader was 
as worried as Europe is over Japan's 
"marginal" international role. 

Delors, who adopted a more con- 
ciliatory approach during his talks with 
Nakasone than initially expected, insists 
that "the Japanese premier did not come 
here to bargain with us, and we did not 
present him with any shopping list or 
catalogue of detailed demands." But 
Delors' message was clear: Japan must 
increase imports of European manufac- 
tured products and farm goods. 
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the second round of bidding for 
fshore, oil-exploration contracts. De- 
pit: disappointing results in the oil 
+h, and a controversial model con- 
act remaining virtually unchanged, all 
ut a half dozen of the companies that 
ticipated in the first round submitted 
ids for at least one phase of the second 


total of 23 companies grouped into 
consortia will negotiate with the 
a National Offshore Oil. Corp. 
OOC) for exploration rights in 
dotting the Pear! River mouth 
of the South China Sea (50,000 
and the south Yellow Sea (43.000 
Drilling data for 14 wells was 
for purchase from CNOOC at 
80,000 though many of the com- 
s had their own seismic surveys left 
rom the first round of bidding. 


orrespondent in Rangoon 
er two decades of stagnating inter- 
ational trade, during which 
a’s imports and exports fell in ton- 
terms, changes in international 
sport methods and an expected 
“Increase in foreign trade by 1990 
purred the preparation of a major 
dernisation project for the Port of 
goon. Longer-term plans for a new 
ternational port are also being formu- 





Wenalist, a senior Burma poris C orp. 
IPC) official said funding for a moder- 
ion programme for the Port of 
zoon has been arranged and the au- 
4s choosing project consultants. 
re still being developed for a 
port 8 miles downstream from Ran- 
at Thilawa, which would be about 
same size as the Port of Rangoon 
is expected to handle Burma’s for- 
‘trade expansion into the next cen- 


e US$97.5 million Port of Ran- 
modernisation programme calls 
nstruction of a 
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The other phase of the second round 
consists of the eastern part of the 
Yinggehai Basin in the South China Sea 
(13,000 km2). Twenty-eight oil com- 
panies, by purchasing a US$90,000 
package of data qualify to submit 
(though not necessarily will) a bid pro- 
posal on 5 September. The area is in the 
vicinity of a large gas discovery in 1983. 

For now, the action will commence 
with negotiations for the Pearl River 
and south Yellow Sea area. Oilmen ex- 
pect they will be called in for a “bid 
evaluation” session in mid-August. This 
is a preliminary meeting before official 
negotiations, says one oilman about the 
sessions. "It's the Chinese saying, we 
know what you bid but what do you 
really want to bid.” According to Tang 
Peiji, CNOOC deputy director: “We 
expect to sign contracts within this 


opposite the Strand Hotel in central 
Rangoon. The site has two wharves 
which now handle breakbulk freight, 
but both breakbulk and containerised 
freight will be handled at the two-berth 
quayside once the container yard pro- 
ject is completed. Construction is ex- 
pected to take slightly more than two 
years and will be undertaken by the 
state-run Construction Corp. Work was 
originally expected to begin at end- 
1984, but a delay in choosing the pro- 
ject consultants held up ground break- 
Ing. 

“The official said the World Bank's 
soft-loan arm, the International Deve- 
lopment Association, will provide 
US$50 million of the project cost while 
the balance of US$47.5 million is to be 
raised by the BPC. The main user of the 


new facilities is expected to be the state- 


run Burma Five Star Shipping Corp., 
with a fleet of semi-containerised ves- 
sels on monthly services to Britain/ 
northern. Europe, Japan and North 
America. 





; "Professionals — secretary | : 







T he moder nisation project. as been 









REVIEWDIAGRAM try Andy Tari 
year or the first quarter of next 
year." 

When the second round of bidding 
was announced, CNOOC promised that | 
terms would be more favourable to | 
the oil companies. According to oil | 
executives, the model contract for the | 
second round differs only in two re- | 
spects: royalty fees and personnel | 
wages. | l 
» China will waive the 12.5% royalty | 
fee on total annual production on | 
fields producing under 1 million tonnes | 
à year (20,000 barrels a day or bpd} | 
This move is to encourage companies | 
to develop small and medium-sized | 
fields, reflecting China's concern that | 
its energy production is lagging behind | 
demand. Between 1980 and 1984 actual | 
growth in oil production was only 1.8%. | 
The target for 1985 is 124 million ton- | 


| use of containers in international freight | 


vom to manoeuvre 


ma will improve ports to handle expected trade gains 


transport. The first container to arrive 
in the port was carried in by a Burma 
Five Star Shipping Corp. vessel four 
years ago. Of the 2.7 million tonnes 
of cargo handled by Rangoon port 
in the 1982-83 fiscal year (ended 31 
March), only 10,962 tonnes were con- 
tainerised. 

Total container traffic at the port is 
still relatively small, amounting to 1,532 
TEUS (20-ft equivalent units, the stand- 
ard measurement of container cargo) in 
1982, 995 TEUs in 1983 and about 1,000 
TEUS last year. The new container yard 
has been designed to hold 1,350- TEUs 
at any one time, with reefer facilities 
(electrical-power supply for refriger- 
ated containers) for 54 TEUs. 


iven the sharp increase expected in 

Burma's foreign trade in the next 
five years, the container vard will have 
the capacity to handle 22,000 TEUS an- 
nually by 1990. Ships’ gear will be used 
initially for loading and unloading con- 
tainers from vessels, but the BPC plans | 
to buy several six-ton quay cranes to re- | 
place the three-ton models presently in 
service. However, the wharf area will 
have to be strengthened to support the 
heavier cranes. 

The container yard will include a 
4,600 m? covered freight station close to 
the wharf area for stuffing and unstuff- 
ing containers. This nany i is needed 
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nes — up 10 million tonnes from 1984. 
» Ifthatis the good news, the bad news 
is in the scale of wages to be paid to 
Chinese staff. This was not in the first 
model contract and one oilman says 
that while the listed wages are subject to 
negotiation they represent slightly more 
than a 10% increase over current wages. 
The REVIEW obtained a copy of this | 
table. Clauses in the contract call for an- 
nual increases “by reference to progres- | 
sive increases of salaries and wages of 
the expatriate employees.” In addition, 
certain high-ranking Chinese employ- 
ees will receive an additional US$255 a 
month for meals and daily transporta- 
tion. Chinese employees are provided 
by CNOOC and only see a fraction of 
the wages paid, the rest being remitted 
to the state. 


he real concessions, if any, will 
emerge after the bidding negotiations 

on shares in production, and the 
amount of the so-called “contribution 
fee." CNOOC's Tang said the contribu- 
tion fee would be aimed more at obtain- 
ing technical training for employees 
than in receiving high-technology goods 
such as computers, medical equipment, 
and other oil-related state-of-the-art 
items. Already, oil companies groan 
under the expense of the training re- 
uirements demanded by the Chinese. 
ese include training overseas, provid- 


owned lorries capable of hauling the 
containers outside the dock area. While 
the lorry shortage is not expected to 
change in the short term, the official 
noted that the Ministry of Industry has 
plans for some containers to be moved 
from the container-yard area for stuff- 
ing and unstuffing. 

Project plans also call for two 40-ton, 
rubber-tyred gantry cranes to be bought 
by international tender to move con- 
tainer boxes around the yard. An unde- 
termined number of tractors, trailers 
and forklift trucks will be acquired as 
well. The official remarked that existing 
railway lines at the rear of the container 
yard will allow container boxes to be 
moved on flat-top rail wagons in future. 

Currently, Rangoon port has 13 in- 
ternational general-cargo wharves, in- 
cluding the two earmarked for the con- 
tainer-yard project. The draft at the two 
wharves ranges from 29 ft at high tide to 
just 11 ft at low tide. Ships of up to 
10,000 dwt can dock at high tide. How- 
ever, the BPC wants to dredge the area 
to 15 ft below the present river bed, al- 
lowing vessels of up to 15,000 dwt to 
dock at high tide. 

The official said discussions with 
World Bank experts are expected to 
centre on how BPC can improve access 
for shipping into Rangoon port. The of- 
ficial noted that riverbed dredging 
further downstream in the Rangoon 
River (at its confluence with several 
other waterways and also at the river 
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ing English t achers, and g 
advanced seminars given 
either in China or abroad. 
An oil company estimates 
that US$300,000 a year is 
budgeted for training pur- 
poses. Tang, when asked 
about these complaints 
said: “I don't think oil- 
men complain about train- 
ing. This is an interna- 
tional practice. Once they 
find oil, they want to find 
local help because it is 
cheaper and they [the oil 
companies] are better off 
if the people are train- 
ed." 
Results so far from the 
45 exploratory wells sunk 
in the first round have 
hardly been dazzling. 
Esso China says one field 
is testing at 3,200 bpd. 
The company has com- 
pleted a third seismic 
study, now under evalua- 
tion, though it has not 
sunk an appraisal well. 
Phillips Petroleum has hit 
upon a find of nearly 
7,000 bpd that has been 
tested in three zones. The 
company is still evaluat- 
ing the data. oO 






mouth on the Gulf of Martaban) is 
needed if access for larger vessels is to 
be provided. Dredging will also help 
provide access for larger vessels to the 
proposed port at Thilawa. Although 
this project ts still in its initial planning 
phase, consultants are expected to be 
chosen shortly for a feasibility study and 
to help DAE 

The BPC intends the port to handle 
vessels of up to 15-20,000 dwt. "We are 
planning à new port 8 miles downstream 
from Rangoon for after 1990," the offi- 
cial said, "This will have wharves for 13 
vessels and will be about the same size 
as the Port of Rangoon. We are discuss- 
ing this project with the World Bank. 
We hope it will be in use by 1990." 


he choice of Thilawa for a new inter- 

national port has been made both be- 
cause of the lower level of siltation than 
at Rangoon and because the hinterland 
is a developing industrial area. Several 
factories, including a Czechoslovakian- 
built rubber-tyre factory, are under con- 
struction or have been built in the area. 
Road and rail links, including a bridge 
built by the Chinese Government con- 
necting the industrial area with Ran- 
goon and the rest of Burma, could also 
be used by the port for freight transport 
to and from the docks. Thilawa is there- 
fore an economical choice for the Bur- 
mese Government, as transport and 
hinterland infrastructure is being set 
up anyway and so will not be part 
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of the overall port-construction costs. - 
Many details — including to what de- 
P the port will be containerised — - 
ave yet to be decided. However, with 
Burma's foreign trade expected to have 
expanded substantially by then, the new 
port will probably be designed to handle — 
an assortment of cargo types. j 
The Port of Rangoon modernisation 
me is expected to result in more 
of Burma's international trade becom- — 
ing containerised. The official said a — 
feasibility study conducted for BPC in- 
dicated that all foodstuff imports could — 
be containerised along with half of 
machinery and transport equipment im- — 
ports, 30% of construction-material im- 
ports and about 75% of other general- 
cargo imports. The study also said that 
of exports, half of all grain shipments, - 
including maize and animal feed, could - 
be containerised, with 30% of sawn 
timber, 25% of jute and rubber, 15% of - 
mineral exports and 80% of Burma's | 
other general-cargo exports. | 
The provision of reefer facilities at — 
the new Rangoon port container yard — 
are expected to be used initially, at ` 
least, for export cargo only. Trawlers . 
used by the Department of Fisheries are 
equipped with freezer-storage rooms - 
and catches taken for export (such as 
prawns and other high-value marine 
roducts) are expected to be transferred | 
rom the trawlers into the refrigerated 
containers at the quayside ready for ex- 


port. o 
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The growing squeeze 


Despite expansion, Qantas may get a smaller slice of the pie 


By Hamish McDonald in Sydney 

ustralia’s government-owned na- 

tional carrier, Qantas Airways, has 
become cash-rich, with record earn- 
ings in its latest year. But it will need 
those resources to face a sharp squeeze 
on earnings, resulting from the depre- 
ciated Australian dollar and possibly 
another fare war on Pacific routes to the 
US. 

At the same time, Qantas is taking 
delivery of a new fleet of medium-sized 
Boeing 767 aircraft — which should 
allow it to broaden its penetration of 
Asian markets, by linking smaller Aus- 
tralian cities to the big regional tourism 
and business-traffic destinations. 

Qantas chairman J. B. Leslie an- 
nounced a record pre-tax operating pro- 
fit of A$62.7 million (US$44.2 million) 
for the year ended 31 March, a rise 
from the previous year’s A$58 million 
profit and marking a further climb 
away from the A$47.6 million loss of 
1982-83. 

In addition, the airline recorded an 
extraordinary gain of A$149.1 million, 
chiefly from the sale of six older-model 
Boeing 747s for well above book value. 
After-tax operating profit came to 
A$147.8 million, of which only A$11.2 
million will be paid as a 7.5% dividend 
to its Canberra owner. 

This cash gives about A$110 million 
to be ploughed back into paying for the 
nine new aircraft being added to the 
Oantas fleet. Three Boeing 747s with 
extended upper decks have entered ser- 
vice since November 1984, while the 
first of the six Boeing 767 extended- 
range versions has just been handed 
over with the rest to be delivered by 
March next year. 

Additional funding comes from a 
US$140 million 10-year Eurodollar 
bond issue, while a leveraged lease pay- 
able in yen and sterling covers the three 
jumbos, and US Export-Import Bank 
finance covers much of the Boeing 767 
purchase. Oantas chairman Leslie said 
the US$700 million or so orders were 
fully hedged. 

The changing rate to the US dollar 
hit Oantas hard from the first quarter 
(April-June) of its current year, since 
payments for fuel — accounting for 
about a third of costs — are linked to the 
US dollar both in Australia and over- 
seas, and are due immediately. Barring 
a significant rebound by the Australian 
dollar, the fuel bill for the year will in- 
crease by A$80-90 million over last 
year's A$345 million. 

Qantas executives said outbound de- 
mand had softened because of a 796 ex- 
change-rate levy on fares, as well as 
Australians’ generally weakened pur- 
chasing power abroad. Inbound traf- 


fic, particularly from the US (up 22% 
last year) and Singapore (up 14%). has 
been growing strongly — to the point 
where it now accounts for about 50% of 
traffic. Foreign-currency sales are help- 
ing compensate for cost increases re- 
lated to exchange-rate movements, 
though lagging behind by about three 
months. 

With the Australian Government 
proposing a general 12.5% tax on ser- 
vices, Qantas and international airlines 
operating here are concerned about a 
further dampener on foreign travel — 
though they point out that one result 
would be widespread use of offshore tic- 
keting. 

Much of last year’s profit increase 
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Boeing 767: broader penetration of Asian market. — 


was due to high passenger and cargo 
loads, with traffic yields actually drop- 
ping. Rising costs will continue this 
trend and give Qantas a strong incentive 
to increase capacity as well as generate 
more business overseas to offset cur- 
rency losses. 


A’ agreement with Japan gave Oantas 
and Japan Air Lines (JAL) a fourth 
Boeing 747 weekly service on the 
Tokyo-Brisbane-Sydney route from 
April. In October, the two airlines will 
inaugurate a joint all-cargo flight each 
week, which will allow Qantas to re- 
place three of the four “combi” (passen- 
ger/cargo) versions of the Boeing 747 on 
the route with all-passenger models, 
adding 80% more seats. 

Even so, Qantas and JAL are under 
strong pressure from Australia’s 
tourism industry to increase capacity 
even further. In Japan, Australia. is 
eyed by domestic carrier All-Nippon 
Airways (ANA) as a prospect for break- 
ing JAL's grip on international ser- 
vices. 


JAL has been widely seen as the stick- 
in-the-mud, reluctant to respond to the 
booming tourism trade. While fleet 
structure is seen as one factor, high pro- 
fitability from what has been a business- 
man's route until recently provided lit- 
tle incentive to switch more to a lower- 
yielding tourist-based traffic. And until 
recently Japan's Ministry of Transport 
had been content to let JAL set the 
pace. 

A visit. by Japanese Transport 
Minister Tokuo Yamashita early in July 
indicates the Japanese Government 
is now taking a firmer grip on the 
control column. On his return to Tokyo, 
Japanese newspapers reported the 
Transport Ministry to be in favour of 
three new flights between the two coun- 
tries. 

If approved in negotiations between 
JAL and Qantas set down for 8 August, 
these flights would inaugurate two new 
links, using the new Qantas Boeing 767s 
in a joint operation. One 10-and-a-half 
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hour flight — almost the limit of the 
plane's endurance — would link Tokyo 
and Perth, where Japan has many re- 
source-related connections. The other 
two flights would bring Japanese visit- 
ors into the North Queensland city of 
Cairns, eliminating the need for 
backtracking from Brisbane or Sydney 
to reach resorts on the Great Barrier 
Reef. 

ANA does 





not seem to have 


| achieved more than token access. avia- 


tion sources said. It has been given ap- 
proval to run one "affinity charter" (car- 
rying a genuine group not just formed 
for the purpose) into Perth, and like 
other airlines will be given favourable 
consideration for other inclusive tours 
to places not covered by existing ser- 
vices. This is unlikely to develop great- 
ly: ANA was recently given permission 
to run six charters into Cairns, but Ja- 
panese tour operators felt that without 
familiar and well-served destinations 
such as the Gold Coast, the trip would 
not sell. 

Meanwhile, the 210-seat Boeing 767 
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will let Qantas match services more 
closely to the demand on the lighter 
Asian and Pacific routes. It will fly to 
New Zealand's smaller cities from Syd- 
ney and Melbourne, perhaps offering a 
daily service instead of less-frequent 
jumbo flights, as well as to Noumea and 
Port Moresby. North Queensland will 
be linked east to Honolulu (from 
Cairns) and Auckland (from Towns- 
ville). Qantas is also expected to resume 
flights into Kuala Lumpur for the first 
time in years. 

The aircraft will be a useful feeder 
into the massive route to Europe, flying 
between smaller Australian cities such 
as Adelaide, Darwin and Townsville 
and Singapore, which has become the 
Asian hub for the airline, linking 18 
flights from Australia with 10 high-ca- 
pacity flights on to Europe. 

Negotiations with Singapore seem 
likely to result in Singapore Airlines 
gaining up to three more Boeing 747 
services into Australia on top of its 10 
existing runs, one each to Perth, 
Adelaide and Melbourne, Sydney and 
Brisbane. In return, Qantas hopes to 
gain three further transit rights and one 
terminating flight. 


he,most worrying blip on the Qantas 

radar is a new outbreak of fare war- 
fare on the Australia-US routes, follow- 
ing the planned United Airlines re- 
placement of Pan-American Airways 
on Pacific routes. Concern has 
deepened with the merger of the other 
US carrier on the Australia run, Conti- 
nental Airlines with Trans World Air- 
lines, which has been Qantas’ partner 
in US feeder services. 

United and Continental are expect- 
ed to cut prices heavily on trans-Pacific 
fares. This will be aimed not only at US- 
bound travellers. By offering dis- 
counted travel onwards to Europe, the 
US airlines will come close to match- 
ing the fares offered on the traditional 
westward route through the Middle 
East — and will no doubt be plaving 
on fears of hijacking on the alterna- 
tive. 

Qantas, which stops at the US West 
Coast, is searching hurriedly for a new 
US partner which can match its two ri- 
vals in its US network and Europe con- 
nections. American Airlines seems the 
logical choice. Not allowed to fly on 
domestic routes in Australia, it cannot 
counter with cut-price feeder travel in 
its own base. 

Leslie said Qantas is not rattled by 
the prospect. "Given a fair and equal 
opportunity we can compete with any- 
body," he said. “There has been a fare 
war for 20 years in the Pacific." At the 
same time, he points out that the South 
Pacific represents only 1% of United 
Airlines’ business, against 30% for 
Qantas. That makes the odds fear- 
somely uneven, and Qantas is probably 
hoping United will find more lucrative 
priorities. Oo 
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Ansett seeks airspace 
Mounting a challenge to big brother 


rt baron Sir Peter Abeles has dreamed of 
If-owned Ansett Airlines beyond Australian 


Fo years, Australian trans 
spreading the wings of his 
shores. 

Under decades-old aviation policy, that right has been reserved for the 
state-owned national carrier, Qantas. Not that Ansett has an uncomfortable 
market position: main domestic routes are tied up at least until 1990 under the 

overnment’s “two-airlines policy” to a duopoly compri the state-owned 
rans Australia Airlines and Ansett, owned in equal shares by Abeles’ 
Thomas Nationwide Transport (TNT) and Rupert Murdoch’s News Corp. 

So far, the two domestic carriers have been allowed to fly only the low-vol- 
ume international routes that Qantas has not been equi to fly. At present, 
this is confined to the Hobart-Christchurch run. 

The emergence of small independent nations in the Pacific islands gave 
Abeles another route. Ansett has vigorously chased management contracts 
for the new airlines some states have set up. It gained Air Vanuatu, but 
this year lost a battle with Qantas to take over operations of Fiji's insolvent Ai 
Pacific. 

Abeles has not given up. In quick succession this year he has ordered eight 
new Airbus 320 wide-bodied aircraft, with options on a further nine, 12 Boe- 





Murdoch; Abeles d expansion based on air-charter. 





ing 737-300 jets, 22 Fokker F50 turboprops and two British Aerospace 146-200 
short-takeoff jets — up to A$1.8 billion (US$1.3 billion) worth of equipment, 
mostly on lease. 

The Boeing 737s will replace older and noisier models now in service, and 
the F50s, the venerable F27s used on feeder routes by Ansett and regional af- 
filiates. The Airbus 320s are far in excess of expansion needs in Australia for 
Ansett's present 28-jet fleet. 

Abeles' plan is to build up his international air-charter business in a big 
way, using a Seattle-based affiliate of TNT and News Corp. called Corsair. 
Ansett's surplus aircraft are being leased and sold through Corsair to a variety 
of customers, chiefly in North and South America. 

The Hungarian-born businessman — who has extended TNT's shipping 
and —— — to North America and Europe (and who in June led an 
Australian transport-industry mission to China) said recently this had been his 
aim all along. “We don't want to own airlines all over the world," he said. “We 
want to concentrate more on management of equipment and rent equipment 
with added services." 

While in China, Abeles said he offered US$250 million worth of su 
Ansett aircraft, with credit for US$125 million of the sale provided at 10% 
over an eight-year term and the other US$125 million to be covered by a barter 
deal. Chinese aviation authorities have not yet responded. 

Airline industry sources comment that leasing is a lucrative but risky busi- 
ness. “Currently it's very profitable, but a few years back Arizona was covered 
with parked planes," one executive said. Abeles, who has said he wants to do 
with transport what Murdoch has done with media, is not one to back off a 
gamble. — Hamish McDonald 
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PART OF ANY 
BUYING TRIP 
TO TAIWAN 


Your search for capable suppliers and 
new products should start with a visit 
to the CETDC Export Products Dis- 
play Center & Mart. Within our 
14,000 sq. meter facility, you'll find 
permanent displays from 1,800 care- 
fully selected manufacturers and ex- 





porters, plus 
rooms. 


150 full-scale show- 


Nowhere else can you find such a 


complete range 


Taiwan-made 


products under one roof. 
Location: Taipei Sungshan Airport, 


Taiwan, R.O.C. 
about a 10 minute drive 
from Taipei's business 
district 
Hours: Monday-Friday 09:00— 17:00/ 
Saturday 09:00— 12:00 


On January 1, 1986, we'll be moving 
to spacious new quarters in the newly 
constructed Taipei World Trade Center 
at the Hsin Yi Redevelopment Area. 
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Contact These Branch Offices: 


JAPAN 
Tel: (03) 407-9711. 
BANGLADESH 
Tel:402601. 
INDIA 
Tel: 694-314. 
SRI LANKA 
Tel:.549-312. 
HONG KONG 
Tel: 5-243337, 
5.231851. 
INDONESIA 
Tel: 351212. 


KOREA 
Tel: 7762889, 
7764482. 
MALAYSIA 
Tel: (03) 426176. 
PHILIPPINES 
Tel: 46-18-80, 
46-19-87. 
SINGAPORE 
Tel: 2224951. 
THAILAND 
Tel: 2519393, 
2519274. 
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The millennium has ended 





Tz extraordinary performance of 
developing countries in the quarter- 
century between 1955 and 1980 was the 
product of a model of development 
which may no longer be valid in the re- 
maining years of this century. 

During that period, though the 
population of developing countries as a 
whole increased from 1.8 billion to 3.4 
billion, this increase did not result in any 
widespread impoverishment. If any- 
thing, there was a remarkable improve- 
ment in the overall quality of life. Life 
expectancy at birth — a very good indi- 
cator of social development — in- 
creased from 45 to 55 years, an improve- 
ment of more than 22?5. This was made 
possible by a near-halving of the crude 
death rate, from 19 to 11 per thousand. 

The important question is whether 
this performance can be repeated in the 
next quarter-century. Before answering 
this question, it would be useful to 
analyse the circumstances which pro- 
duced the miracle of 1955-80. For it was 
a miracle: not many economists writing 
in the early 1950s foresaw the enormous 
transformation which was about to 
occur in the Third World. 

The Third World economies were 

transformed in at least four ways: 
» Despite the inward orientation 
explicitly adopted by a number of gov- 
ernments, developing countries man- 
aged to do extremely well in external 
trade. Their penetration of the markets 
of industrial countries nearly tripled: 
from supplying about 2.5% of the 
aggregate demand of the industrial 
world in 1950 to about 8% in 1980. For 
some products — textiles, shoes, steel 
and electronics — the penetration was 
even greater, which is why economies 
such as Brazil, South Korea and Hong- 
kong had to enter into so-called volun- 
tary export restraint arrangements. 

Even in some sophisticated indus- 
tries — shipbuilding in South Korea, the 
armaments industry in Brazil, India and 
Pakistan — developing countries began 
to compete successfully with the indus- 
trial world. And, what is equally impor- 
tant, this expansion occurred in all these 
areas along with an improvement in the 
unit prices of exports. All this was ac- 
complished despite the then widely held 
belief that developing countries’ ex- 
ports were faced with a long-term de- 
clining trend in their prices. 

» Developing countries managed to 
quadruple the total output of their 
economies — measured in 1983 prices. 
The combined gross domestic product 
of developing countries increased from 
US$600 billion in 1955 to US$2.4 trillion 





well before the century 


in 1980. The bulk of this increase occur- 
red in the urban economy — mostly in 
manufacturing, the share of which in 
GDP increased from 10% to 15%. 

» In keeping with the increased share 
of output from urban areas, the propor- 
tion of urban population in the total 
grew rapidly from 15% to 35%. As a re- 
sult of this explosion in urban popula- 
tion, the developing countries now have 
the world's four largest cities — Mexico 
City, Sao Paulo, Calcutta and Bombay. 
Despite the emergence of these megaci- 
ties and with a good proportion of the 
population of these cities living in 
slums, this urbanisation was not accom- 
panied by the pain felt, for instance, by 
Britain during the industrial revolution. 
» The ghost of Malthus was finally 
buried, in the sense that the growth in 
food output on average outpaced the in- 
crease in population. This is not to say 
that extreme food shortages did not 
occur; for they did, as in Bangladesh in 
1971-72, in Ethiopia in 1974 and in 
much of the Sahel in 1984-85. These 
shortages, however, had little to do with 
the Malthusian arithmetic of long-term 
increase in population being much 
higher than the long-term increase in 
food output. The Third World today 
produces enough food to provide suffi- 
cient nutrition to its people. 


here were a number of assumptions 

which were basic to the model of de- 
velopment that produced these changes. 

First, developing countries had to in- 
crease the level of gross investment, but 
since there was a limit to the amount of 
savings which could be generated from 
within (low per-capita incomes meant à 
low level of savings), they had to rely to 
a considerable extent on external sav- 
ings. This was the famous two-gap 
model, according to which investment 
in developing countries could be con- 
strained by the absence of adequate 
amounts of internal and external sav- 
ings. Since external savings were consi- 
dered to be the more constraining fac- 
tor, emphasis was placed on overcom- 
ing it by the creation of such institutions 
as the International Development As- 
sociation within the World Bank to 
make available money on concessional 
terms. 

Secondly, given the overall back- 


Shahid Javed Burki is director of 
the International Relations Depart- 


ment of the World Bank, Washing- 
ton. 
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wardness of the human 
resource and low level 
of institutional deve- 
lopment, there was a 
widely held belief that 
poor countries had to 
rely on the public sec- 
tor. Therefore, the 
commanding heights 
of several develop- 
ing economies were 
reserved for the pub- 
lic enterprises. Con- 
sequently, the public 
sectors share in in- 
vestment grew enor- 
mously but without a 
corresponding increase 
in its contribution to 
output. 

Thirdly, while the de- 
ficiencies in 
the “trickle- 47 
down” 
hypo- 
thesis 
were discovered 
in the late 1960s, 
there was an in- 
tuitive belief all along 





that governments had |Poverty in India: more slums, 


to intervene directly to 
help the less-privileged segments of the 
population. This help mostly took the 
form of direct intervention (such as em- 
ployment-generating public-works pro- 
grammes, food subsidies, free public 
services in health and education), the 
total cost of which increased enorm- 
ously over time. 

Fourthly, the belief that the pace of 
development could be quickened by in- 
dustrialisation which, more often than 
not, was undertaken behind a high wall 
of trade protection. 

This model of development pro- 
duced positive results but only as long as 
the developing countries’ external envi- 
ronment remained supportive. 

But the environment turned sour, 
first with the increase in the price of oil 
and then with an unprecedented in- 
crease in the prices of goods imported 
by the Third World. For a while, the ad- 
verse consequences of this change in de- 
veloping countries’ terms of trade were 
cushioned by the easy availability of 
capital from commercial banks. 

The recession of 1980-83 which hit 
the industrial world with unanticipated 
fury has altered for good developing 
countries’ relations with the outside 
world — and consequently, invalidat- 
ed a number of assumptions on which 
the old model of development was 
based. Now, developing countries 
must factor the following three deve- 
lopments into their development pro- 
grammes: 

First, even with some reduction in 
protectionism it does not seem possible 
that developing countries’ exports to 
the developed world would increase at 
the rates experienced in 1955-80. In this 
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adverse development, demography will 
play a role that remains to be properly 
analysed and understood. There has al- 
ready been a sharp reduction in the rate 
of population increase in industrial 
countries and a further decline is envis- 
aged for 1985-90. In the remaining years 
of this century, developed countries 
population (including immigration) 
would increase at a rate of no more than 
0.4% a year. This means an addition of 
50 million people to the present popula- 
tion of 730 million. 


his slow growth and consequent 

aging of the population has already 
resulted in a profound change in the na- 
ture of the industrial world’s aggregate 
demand — there is now much greater 
emphasis on services (health care, lei- 
sure) than on manufactures. With the 
import content of services being much 
lower than that of manufactures, trade 
between developing and developed 
countries may not show the robustness 
of the 1960s and 1970s. 

But this potential loss of markets in 
the industrial world could be compen- 
sated for by an increase in developing 
countries’ imports from one another. 
This had begun to happen, but the re- 
cession brought this trade to a virtual 
standstill, as developing countries could 
not find the resources with which to fi- 
nance it. But the potential for this is 
enormous and once again demographic 
dynamics will play a role. Between 1985 
and 2000, the Third World population 
will increase by another 1.25 billion 
people. Even with considerably lower 
incomes, the demand of this much 
larger population for goods will be 





greater than that of the 50 million peo- 
ple the industrial world is likely to add 
to its population. 

Secondly, capital flows will be more 
sparse in the future — the sudden trans- 
fer of income from developed countries 
to oil-exporting nations brought about a 
flush of international liquidity in the 
1970s which is not likely to happen 
again. And an aging population in the 
industrial countries is likely to produce 
much lower saving rates. With the flow 
of external resources thus constrained, 
the developing world has the option of 
either reducing the level of investment 
or increasing the return to it. 

The second option should obviously 
be the preferred one, and that would 
mean much greater emphasis on deve- 


€ with the flow of external 
resources restrained, the 
developing world has the 


option of either reducing the 
level of investment or 
increasing the return fo it. 











lopment through private markets. One 
reason why the rates of return on capital 
investment in East Asia are much 
higher than in Southeast Asia is that a 
higher proportion of it goes into private 
enterprise. That the new economic 
policymakers in New Delhi, Dhaka and 
Islamabad have placed an unpre- 
cedented emphasis in their recent 
budgets on promoting the development 
of the private sector is perhaps an indi- 
cation of the fact that they have taken 
note of the differences in these rates of 
return on capital investments. 

Thirdly, the developing world will 
have to look for a greater partnership 
with multinational corporations which, 
given the demographic changes in in- 
dustrial countries, also are in search of 
new markets. 

As developing countries restructure 
their economies they should be able to 
draw in corporate capital once again. 
Multinational corporations can provide 
developing countries with. non-debt- 
creating capital, new forms of technol- 
ogy and sophisticated management 
techniques. 

The changes which have occurred in 
the developing countries’ environment 
would have happened anyway; the 
1980-83 recession only accelerated the 
pace of change. By accommodating 
them, developing countries can regain 
the time lost in the early 1980s. The 
latest World Development Report from 
the World Bank has a scenario accord- 
ing to which developing countries can 
achieve a growth rate of 5.5% a year in 
their GDP, which is not too far below 
that achieved during the 1955-80 quar- 
ter-century. But for that to happen they 
will have to come to terms with the 
changes which have occurred in their ex- 
ternal economic environment. oO 
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Business claims it is hounded by the Inland Revenue 


By Anthony Rowley in Hongkong 


mox law is emerging from the realms 


of the arcane to the area of con- 
troversy in Hongkong. At the same time 
that the government published new 
measures to deal with tax avoidance on 
19 July, the Unofficial Members of the 
Executive and Legislative Councils 


= (Umelco) announced the formation of 


an ad-hoc Inland Revenue review group 
to study this and wider tax issues. 

This move by the committee (which 
consists of non-civil servants appointed 
by the governor), apparently reflects a 
growing concern among members at the 
recent trends in Hongkong tax-law re- 
form. Tax law is becoming more techni- 
cal and complex and, some members of 


the executive and legislative bodies 


fear, more arbitrary in its application. 
Public comments on the new bill are 
being invited by both the ad-hoc com- 
mittee and by the government in an ap- 
parent attempt to defuse such fears. 
Among other things, the Umelco 
committee, which is headed by banker 
Q. W. Lee and accountant Peter Poon, 
will examine the "cumulative effects of 
recent amendments to the Inland Re- 
venue Ordinance to ascertain their ef- 


| fect on the economy and business confi- 


dence." Concern apparently revolves 
around the Inland Revenue (Amend- 
ment) Ordinance 1984, which extended 
the principle of taxing offshore interest 
to all kinds of business deemed to be 
carried on in Hongkong. Originally it 
was applied to banks, which are still ar- 


- guing with the government over it. 


Some members of the legislative and 
executive bodies feel that this measure 
has driven certain types of business ac- 
tivity offshore — and that the latest tax- 
avoidance measures seek to catch that. 
In short, there is feeling that too much 
energy may be expended on pursuing 
fairly peripheral tax situations and that 
there is a danger of business being 
hounded. Tax experts add the criticism 
that the Inland Revenue is getting into 
technical areas of reform without the 
ability to draft or implement them prop- 


erly. 


The latest Inland Revenue (Amend- 
ment) (No. 4) Bill, which deals with tax 


‘avoidance, met with immediate criti- 
eism from tax specialists in the accoun- 


tancy profession, some of whom called 


itan example of “overkill.” The local of- 


fice of accountants Arthur Young said 
the bill contained “serious drafting 
anomalies and weaknesses" and could 


seriously affect “non-tax motivated 
transactions.” 
Accountants Peat Marwick com- 


mented: “The provisions are unfortu- 


nately not well worded in some respects 
and in some others amount to probably 
the most aggressive proposals that have 
been made by the government regard- 
ing Hongkong taxation, and are of 
wide-ranging significance.” The gov- 
ernment, meanwhile, estimates that the 
measures proposed could result in addi- 
tional net annual revenue of between 
HK$200 million (US$25.6 million) and 
HK$500 million. - 

What particularly worries some 
practitioners is the wording of Section 
61A of the bill as it applies to “transac- 
tions designed to avoid liability for tax.” 
This section applies to "any transac- 
tion" which has “the effect of conferring 
a tax benefit on any per- 
son” and where “the com- 
missioner is of the opin- 
ion” that a transaction falls 
into this category. 

The argument is that 
this attacks legal avoid- 
ance of tax (as distinct 
from illegal tax evasion) 
and that it could under- 
mine legitimate tax plan- 
ning. The words “in the 
commissioner's opinion" 
also worry tax specialists 
who point out that it would 
be virtually impossible to 
argue legally against the 
holding of such an opinion 
— whereas in most juris- 
dictions tax authorities 
have to prove that a tax 
situation has been created 
before they can act against 
it. Generally the fear is 
that any transactions which do not have 
prior clearance from the tax commis- 
sioners in Hongkong could be at risk in 
future. 


ommented Peat Marwick: “Even if 
the intention is only fora limited ap- 
plication of the provisions against the 
most blatant ‘devices,’ application 
should be on the balance of probability. 
And the wideness of the wording would 
entitle taxpayers, at the very least, to a 
statutory right to obtain prior clearance 
from the Commissioner of intended 
transactions if business transactions are 
to be arranged with any degree of confi- 
dence as to their fiscal consequences. " 
Another criticism is that, in the run- 
up to 1997, the territory's tax laws 
should be clearly defined in a manner 
consistent with individual freedom 
within the law and in a way which pro- 
vides an unequivocal basis upon which 
business can be planned and run. Hong- 
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tration) into offshore companies with- 
out attracting tax, advisers argue. 

In a commentary published along 
with the bill, the government said that in 
recent years the Inland Revenue De- 
partment had seen “increasing evidence 
of tax-avoidance and tax-deferral de- 
vices being undertaken by taxpayers, at 
considerable annual cost to the Trea- 
sury." Mentioned especially in this re- 
gard are "devices |which| include the 
use of leveraged-leasing arrangements 
and sale and lease-back arrangements." 

Leverage leasing involves the inter- 
posing of a third party — a financier 
who normally takes tax benefits instead 
of financial benefits — between the les- 


.sor and the lessee. Such transactions 


have become very prevalent in Hong- 
kong. But while tax advisers are happy 
to accept a set of detailed guidelines on 
which assets should qualify for leverage 
leasing reliefs and which should not, 


they are disturbed over the apparent at- 


tempt to impose a 
blanket prohibition 
on depreciation al- 
lowances. 

Another  provi- 
sion of the bill re- 
lates to trafficking in 
"loss companies" for 
the purpose of ab- 
sorbing profits which 
would otherwise bear 
tax. Tax specialists in 
Hongkong say they 
do not object to the 

rinciple of this re- 
orm, but argue that 
the acquisition of 
even a relatively tiny 


shareholding in a 
loss-makin com- 
pany could be seen 


as a tax-avoidance 
step under the pro- 
posed new legisla- 
tion, whereas proof of control of the 
company is required elsewhere. 

The bill also seeks to “narrow the 
scope for manipulation" on provisions 
made under certain retirement schemes. 
Again tax experts argue that, in its 
"paranoia" over tax avoidance, the gov- 
ernment has confused the accounting 
treatment of contributions and provi- 
sions. A more serious criticism is that the 
"retrospectivity" introduced in relation 
to retirement funds and general anti- 
avoidance measures, is contrary to the 
principle, as Arthur Young puts it, that 
"taxpayers are entitled to know the law 
when entering into any transaction. " 

Another feature relates to the allow- 
ance of interest on publicly listed deben- 
tures and on "marketable commercial 
paper" such as floating-rate notes and. 
certificates of deposit. These have at- 
tracted criticism on the grounds of 
"loose" definitions of what constitutes 
such criteria as marketable. 
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From the Annual Report of Nationale-Nederlanden 


1084: 


A year of further growth at home and abroad. 


Nationale-Nederlanden 
is one of the world’s major 
insurance groups and the 
largest in the Netherlands. 

The group operates in 
24 countries and employs 
over 21,000 people. 

The year 1984 was 
marked by a continued re- 
covery of the world economy. 
In this climate of confidence, 
the revenue and profits of 
the group have grown con- 
siderably. 

Our revenue increased 
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was able to match the good 
results of 1983. 


...Qnd abroad. 


The revenue of our 
companies abroad grew 
vigorously, especially in the 
United States. Results in life 
insurance increased by al- 
most 50%. 

The non-life results out- 
side the Netherlands showed 
a loss, mainly due to substan- 
tial claims under product 


SIBI thet | 
by 27.5%, net profits rose by quur acaso, 
109/o and capital resources We expect that in the 
were Pide vai by a 14% — — icem 
vett ef Get aiei t o Dfls, F?" « copy of our English language Annual Report, ask at claims will not interrupt the 
growth ` any of our affiliated companies or write to Nationale-Neder- steady growth in the group's 
5.3 billion. landen NV, International Division, Prinses Beatrixlaan 15, fits. The lif d -lifi 
, —* profits. The life and non-life 
For the entire group 2595 AK The Hague, The Netherlands. LI 
Neier i premium income was geo- 
the profit distributed to life : . j 
i s l graphically spread as follows: 
policyholders in 1984 passed The Netherlands 44% f 
the one billion guilder mark wag gli lh al 
————— Europe 16%, North America 
Growth at h ome... ʻi — and other income 29% and other areas 11%. 
In 1984, Amfas Group 5j; 
was incorporated into our im |Napok . — | 53 Car eful gr owth. 
profit and loss account for the Ter share of Dis. 2.50: Further growth at home 
first time and contributed and abroad remains a major 
considerably to our overall Net profi policy objective. 
growth. The recent purchase of 
But even excluding this Indiana Insurance Company 
factor, the rise in revenue in by Peerless Holdings Inc. in 
the Netherlands was 10%, Erchanse mie Aus$ 17 7 DA. 2.9315 the USA bears witness to our 


In the life insurance field, an increased interest in 
private pension plans and group life insurances had 
a positive influence on our business. 

There was a substantial increase in the result 
from life insurance. Disregarding a negative 
contribution from Amfas Group the non-life sector 


policy of carefully expanding our operating base 
with first class companies. For 1985, we confidently 
expect to achieve another rise in 
revenue and profits. 


Nationale-Nederlanden 






Associated companies in Australia: Mercantile Mutual Holdings Ltd., Mercantile Mutual Insurance (Australia) Ltd., Mercantile Mutual 
Insurance (Workers! Compensation) Ltd., Mercantile Mutual Life Insurance Company Ltd., Mercantile Mutual Casualty Insurance Ltd., 
Mercantile Mutual Finance Corporation Ltd., 

Mercantile Mutual’s head-office is located at 117 Pitt Street, Sydney (N.SW. 2000). The company has branches throughout Australia. 


The Seven Provinces Insurance Co. Ltd., 31 Queen Street, 3000 Melbourne. oon 


Mr. R.A.]. Lumenta 
President 
Garuda Indonesian Airways. 
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"Our aim is fo offer a superior 
service for the business executive, 
and all of us at Garuda, around 
the world, are determined to succeed. 





"Were already well on our 
way to doing just that 
with our new Garuda 
Executive Class. At last, 
executives will come first. 


he launch of Garuda's 

new Executive Class marks 

the beginning of a new era 

tor Garuda Indonesian 

Airways. 

As of August 1985, there 
will be a business class that really 
fulfills the needs of the frequent 
traveller. 


Now we offer an 
exclusive range of services unique 
to Garuda's — Class. 

Upon boarding, 
passengers are escorted to their 
seats in - the nose of our 
aircraft. » This section, 

wa previously 
reserved for 
first class 






passengers, combines 

a spacious environment 
with a secluded, 
intimate atmosphere. 


The unique 
location allows greater 
freedom of movement 
and provides wider 
deep-cushion easy- 
seats. The pertect 
combination for a 
comfortable flight. 


New Garuda up-front 
Executive Seating 








GARUDA 


EXECU TIVE 
"CLASS" 





But it is Garuda's 
exclusive services that truly set our 
Executive Class apart. 


To facilitate the ‘working’ 
passenger, Garuda provides a 
stationery portfolio with desk pad, 
letter ^s envelopes and 
colourful postcards to keep vou in 
touch with loved ones left behind. 


Of course, cocktails and 
drinks are complimentary 
throughout the flight, as are the 
specially chosen wines. 


There is a choice of 2 
menus, Asian or European, each 
dish prepared to seduce the most 
discerning palate. 


The needs of the frequent 
traveller are as unique as they are 
demanding. 


No airline has 
understood and fulfilled 
those needs better than 
Garuda with our new 
Executive Class. 


Garuda's new 
Executive Class is the 
beginning of a new era 
of business travel. 


e Melbourne € Paris € Penang € Perth € Port Headland € Rome € Singapore € Sydney € Tokyo € Zurich 





indonesian airvvays 





Where executives come first. 








Unfo gettable 


metimes | still think of the wonderful 
Ted i the Sari Pacific rhe service * 
gen Vus warm and friendly, and the facilitie: 
were first class felt SO al hi mne 





It's the first thing airconditioned rooms, first 
you'll notice about the Hotel class comforts, luxurious 
Sari Pacific. The natural spirit restaurants. 
of friendly Indonesian Its where you'll feel 
hospitality. Warm and at home. And it makes a very 
captivating. welcome change. 

And, quietly in the J 
background, international | 
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refreshingly different style of 2443244424244 04. 
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lakarta's Central Business 
District. With 500 spacious 


Hotel Sari Pacific Jakarta 
The hotel with heart § 


Jalan M.H. Thamrin, P.O. Box 3138 Jakarta, Indonesia. Tel: 323707. Cable: HOTELSARIPACIFIC 
Telex: 44514 HTLSARIIA For reservations contact: British Airways Associate Hotel. KLM. Golden Tulip 





Worldwide Hotel. UTELL International or any Pan Pacific Hotel offices or telephone: Tokyo 03-214-3001 

Hong Kong 5-230824. Singapore 2968678 or Sydney 231-1125. Or offices of major airlines 

29 PAN PACIFIC HOTELS BANGLADESH Sonargon Hotel. Dhaka © INDONESIA Hotel Sari Pacific. Jakarta 

è KOREA Kyongiu Tokyu Hotel. Kyongiu City e NEW CALEDONIA Hotel Le Surf THAILAND Indra Regent Hotel 
Bangkok: Royal Cliff Beach Hotel. Pattaya © VANUATU HOTEL Le Lagon Port Vila 

OPENING MID TO LATE 1985 PALAU Koror © MALAYSIA Kuala Lumpur: Penang: Malacca: Kuching 

Pangkor Island € SINGAPORE 


FarEastern Economic 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 


The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$175 (or its equivalent in local 
currency) in payment. 


Name 
Address 









e THE Hongkong dollar's link to the 
US dollar has now proved itself in a situ- 
ation of strong upward pressure as well 
as downward pressure, despite a lot of 
self-serving nonsense from bankers and 
others about the need to revise the par- 
ity of HK$7.8:US$1. Shroff is con- 
vinced by the arguments of John Green- 
wood, of GT Management (Asia), who 
devised the scheme, that the thing to do 
Is extend its scope rather than tamper 
with the formula. 

Greenwood, who made a powerful 
intellectual case for the link long before 
the near-collapse of the Hongkong dol- 
lar in October 1983 forced the terri- 
tory's administrators to concede its 
merit, now argues with equal conviction 
that what stands in the way of the link 
operating even more successfully is the 
official Interest Rate Agreement. 

The Hongkong dollar's stability 
since the "black Saturday" some 18 
months ago when it fell to nearly 10 to 
the US dollar and threatened to disap- 
pear into a black hole has been achieved 
at the cost of sometimes frightening vol- 
atility in interest rates. This was partly 
to be expected — something after all has 
to give when the Hongkong dollar 
comes under speculative strain — but 
Greenwood's case is that this volatility 
would be much shorter-lived if a situa- 
tion of full rather than partial converti- 
bility applied to the US-Hongkong dol- 
lar link. 

At present, the guaranteed rate of 
HK$7.8:US$1 (or vice versa) on note 
redemptions applies only to dealings be- 
tween the official Exchange Fund and 
the two big note-issuing banks and, via 
those two, to other banks. It is not avail- 
able directly to the public, the theory 
being that the rates they receive cannot 
move too far out of line with the official 
rate without arbitrage operating. 

The trouble is that, for a number of 
reasons to do with profit maximisation 
— Greenwood has explained them in 
GT's Asian Monetary Monitor — the in- 
centive for "cash arbitration" among 
the banks is relatively weak, so it takes 
longer for the automatic adjustment 
mechanism to work. If the 7.8 rate was 
available to the public (either through 
banks or Exchange Fund outlets) cash 
arbitrage would operate much quicker. 

Cash arbitrage from Hongkong to 
US dollars brings into operation in- 
terest-rate movements (via its effect on 
money supply and banks' deposits and 
loans), which relieves the upward or 
downward pressure on the link rate of 
the two currencies and thus restores 
equilibrium. That is now well proven. It 
is the time taken for correction that is at 
issue. Money-market rates, being free, 
respond very quickly to speculation 
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The buck should stop where it is 


against the Hongkong dollar, but depo- 
sit and loan rates administered under 
the Interest Rate Agreement do not. 

All this was very apparent in the 
latest little speculative episode against 
the Hongkong dollar. The fact that it 
was pulled down with the US dollar 
against other major currencies such as 
sterling provoked a perception in the 
market that the Hongkong dollar was 
undervalued and must be revalued 
against the US dollar. 

Speculators sold US dollars at rates 
down to HK$7.72 in the expectation of 
revaluation the banks apparently 
being more ready to arbitrage on that 
side than in buying Hongkong dollars. 
The resulting expansionary effect on 
money supply pushed free-market rates 
down rapidly. But it was some time be- 
fore local prime was moved down to a 
corresponding level where the upward 
pressure on the unit was relieved. 

Facile commentators (in many cases 
quoting the views of big banks) mean- 
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while attacked the US dollar link, or at 
least the rate, rather than the partial 
convertibility mechanism or the Interest 
Rate Agreement. They chose to ignore 
the obvious benefits of keeping the 
Hongkong dollar rate stable against the 
currency of its biggest export market by 
far, the US; the highly beneficial effects 
which the link has had on inflation and 
thus on real interest rates, and the sheer 
stability of the currency now — interest 
fluctuations notwithstanding — com- 
ared with two years ago. Big local 
anks defending the handsome spreads 
the Interest Rate Agreement guaran- 
tees them will naturally throw up 
smokescreens, but it ill serves the public 
for others to unthinkingly argue their 
case. 
e ONE of the two founders of GT Man- 
agement in Britain, Richard Thornton, 
who is now going it alone through 





Thornton & Co. managing investment 
and unit trusts and other funds in the 
Pacific region, has come up with 
perhaps the nearest thing vet to a China 
Fund. 

Thornton has done the next best 
thing and formed the Hongkong and 
China Gateway Fund, a Bermuda-in- 
corporated mutual fund managed out of 
Hongkong. It will invest in the stocks 
of Hongkong-quoted companies with a 

articular exposure to China and, to a 
esser extent, those of Japanese or other 
Asian-country companies doing a high 
ratio of business with China. In short, it 
will hold a portfolio of equities and con- 
vertibles of companies supposed to 
benefit from China's modernisation. 

Thornton, who recently unwound a 
partnership with Jacob Rothschild 
(though Thornton & Co. still manages 
certain Charterhouse J. Rothschild 
funds), argues that the international in- 
vestment community still has to re-rate 
the Hongkong stockmarket as a gate- 
way to China. He cites the aver- 
age —— (p/e) ratio of 
around 13 on Hang Seng Index 
stocks at the end of June. Too 
modest, says Thornton, in view of 
Hongkong's prospects. A p/e of 
20 could take the market up to 
around 3,000 by the end of next 
year and a multiple of 30 would 
push it nearer 4,000. 
€ SHROFF is highly impressed 
at the performance of US stocks 
selected for the REVIEW's annual 
Where to Put Your Money fea- 
ture by Herbert Denton, of First 
Pacific Securities. 

On the assumption that in- 
vestors had invested in Denton's 
original portfolio in 1981 and 
then reinvested the proceeds 
in each succeeding year's stock 
selection, they would now be show- 
ing a cumulative gain of around 
250% in less than five years. Beat 
that. 
€ BACK in the realms of the more 
mundane, the Hongkong Government is 
taking a further step to cut the terri- 
tory’s 300-odd deposit-taking com- 
panies down to size. The minimum de- 

osit which the smaller, registered, var- 
iety can accept will be increased from 
HK$50,000 to HK$100,000 as from 1 
March 1986. More will go to the wall in 
this "measure to protect depositors.” 
Better than tinkering of this sort, 
though, would be for the Hongkong 
Government to take a leaf from the 
book of the British Government, which 
is considering introducing a “fit and pro- 
per person" criterion to decide on who 
should be allowed to direct, control and 
manage a private bank. o 
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.By Bruce Roscoe in Tokyo 
 nvestors in Japanese high-technology 
. M related share issues are getting their 
fingers burned. The fall in these shares 
has been across the board and sus- 
tained, and it is forcing Japanese and 
foreign fund managers to scrutinise 
‘more carefully other investment sec- 
. tors, particularly property. With the vir- 
tual collapse of hi-tech shares, the prop- 
. erty theme is about all that is holding the 
- Tokyo stockmarket up. But the market 
iş precariously balanced on the notion 
‘of a property boom, tied to hopes that 
the government will soon move to 
"stimulate domestic demand in an at- 
tempt to slow exports. 
." Unfortunately, most Japanese tech- 
nology issues are linked to the semicon- 
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rsonal-computer sales. Investment by 
e 12 major semiconductor makers 
se about 70% in fiscal 1983 (ended 31 
March 1984) and nearly 100% in fiscal 





down on 1984. And in the past four 
months, the price of 64K RAM (ran- 
dorn-access memory) chips has plunged 





January, in lots of 10,000, to US$3.60 in 
ots of 2,000. — ZEE 


The Al-Fayeds: 
-a clarification 


j| Wwe published an article concern- 
| ing the relationship between the 
Sultan of Brunei and Mr Moham- 
"med Al-Fayed. We wish to make it 
clear that it was never intended by 
| usto suggest that Mr Al-Fayed had 
] in any way abused the trust placed 
in him by the Sultan or that he had 
misused an poe of attorney 

granted by the Sultan. 

We accept that any such sugges- 
-tion would be wholly without foun- 
dation. The REVIEW also acknowl- 
| edges the Al-Fayed brothers’ assur- 
ances that they are the beneficial 
-| owners of House of Fraser plc which 
{> was acquired by them out of their 
-| own resources have been confirmed 
| by their financial advisers, Klein- 
"^ wort Benson, and accepted by the 
— British Government. We apologise 
"| to Mr Mohammed Al-Fayed and 
his brothers for any embarrassment 
- which may have been caused by our 

article. EE ps ir 












uctor industry and by extension, to. 


1984. In fiscal 1985 it was scaled down to- 
¥606 billion (US$2.5 billion), 20% . 


































(qn the 27 June issue of the REVIEW, |. 


The dramatic collapse of Kyocera 
Corp.’s share price (REVIEW, 30 May), 
followed by that of Tokyo Electron, 
toppled other industry leaders in a 
domino-style fall. Kyocera is not about 
to rebound soon. Daiwa Securities says 
there are no signs of a recovery in the 
ceramic integrated-circuit package busi- 
ness, Kyocera’s mainstay. 

“We have really seen a bear market 
in hi-tech. It corre- 
lates with the cycle 
in Japan and the 
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and July 1983; it peaked in Japan in Sep- 
tember 1984," explained an analyst at 
: Goldman Sachs International Corp. 


| “Upto March 1984, the big influence in 


the market was selling by foreigners. 
The decline in hi-tech was quite extra- 


ordinary." > ES 

- There are few indications that the rot 
is stopping. "Japanese hi-tech com- 
panies’ earnings forecasts for this year 
are wildly out," said a Jardine Fleming 
analyst, citing Fujitsu and National 
Electric Corp. as examples. “The op- 
timistic forecasts were based on wild as- 
sumptions about demand pulling up in 
electronics." Fujitsu, amid rumours of a 
downward revision to tts earnings fore- 
cast, is already suffering. 

On 29 June, for example, Fujitsu 
shares recorded a high of Y 1,040 and on 
12 July, a low of ¥895. By comparison, 
a domestic-demand issue, Keihin Elec- 
tric Express, a railway company whose 
fortunes are being linked with a pro- 
posed expressway and tunnel across 
Tokyo Bay, saw its share price rise from 
x 360 to ¥523 in the same period. Kyo- 
















US. Hi-tech ‘peaked in the US in June 


sumers appear satu- 





and it is difficult to imagine what new 
product could take off with the force 
of the video-tape recorder, whose 
boom has all but run its course. Some 
hope is held for compact-disc players, 
but there is wide disagreement over 
whether a sales take-off of these alone 
could provide the quantum leap securi- 
ties analysts believe is needed to coax 
hi-tech shares out of their hole. Daiwa 
Securities, in an analysis of Kyocera's 
dimming prospects, concluded: “Judg- 
ing from the poor market situation, the 
electronic-equipment business will not 
be a major contributor to earnings 
growth." 

A new type of personal computer or 
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an uplift in the office-automation mar- 
ket are regarded as the most likely 
catalysts for a hi-tech revival. But the 
recovery may not feed from inherent 
domestic Japanese demand. “Hi-tech is 
not out of the way. It is here for a long 
time. But in the short term, an upswing 
would have to come from the US," the 
Jardine Fleming analyst said. 

For a while, it looked as though hi- 
tech shares could be boosted by en- 
thusiasm for China export-related is- 
sues. Analysts are now less certain. 
China, short of foreign exchange, re- 
cently has put several clamps on im- 
ports. It also appears to have shifted na- 
tional priorities from promoting con- 
sumerism to building up its infrastruc- 
ture for longer-term economic viability. 
Japanese construction companies chas- 
ing Chinese civil-engineering projects 
evidently are prepared to take losses for 
the sake of getting a foot in the door. 


hile hi-tech issues and many of 

their blue-chip counterparts con- 
tinue to crumble, issues related to the 
domestic economy such as paper and 
pulp, railways, warehousing and prop- 
erty are commanding attention. All of 
these boast the much-trumpeted “hid- 
den assets" — mainly underdeveloped 
land — drawcatd. © — ^ | -. 
.. Investors backing these issues in.the 





main are gambling that the government 
will revise building codes, and possibly 
the corporate-tax system to encourage 
the sale or development of under- 
utilised land. From the government's 
point of view, this represents the 
cheapest way of stimulating domestic 
demand, thereby reducing the pressure 
to export, since all that is required on its 
part is deregulation. Railway com- 
panies, in particular, possess vast tracts 
of land whose full-scale development is 
virtually assured to send profits and 
share prices soaring. 

But apart from the Tokyo Bay pro- 
ject and the long-planned new Osaka 
airport, the government has not an- 
nounced a definite decision on new 

roperty deregulation or tax breaks. 
he ruling Liberal Democratic Party 
house publications have only suggested 
deregulation, as has the Federation of 


















Tokyo Stock Exchange: no seats for foreigners. 
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Economic Organisations. Based on lit- 
tle more than this, the market — in its 
search for sectors with high earning po- 
tential — appears by itself to have iden- 
tified property. Although property 
shares are averaging considerably higher 
gains, some, such as building rental 
companies, are, nonetheless, proving 
highly speculative, with sharp rises one 
week quickly giving way the next. 
Market analysts are wondering if the 
property bubble will burst in the event 
the government does not move this year 
to boost domestic demand. The cynical 
ut predominant view is that the market 
will ride for some time to come on the 
property theme, regardless of govern- 
ment inaction, given that investors will 
continue to expect the government to 
act, and, also, that the government is 
hardly likely to announce that it has no 
intention to deregulate. Oo 



























TOKYO STOCK EXCHANGE 





Gaijin input expands 


Fess purchases of Japanese stocks in 1984 reached ¥18.5 trillion 
- (US$75 


g 5 billion), 30% 
(TSE) estimates, however, 


on the 1983 total. The Tokyo Stock Exchange 
at some ¥1.5-2 trillion of these transactions, or 


slightly more than 10% of the total, were conducted by overseas investors 
p outside the exchange. There is nothing overtly sinister in this, con- 


that much of the foreign dealing, for example, 


New York or Lon- 


- don, occurs when the Tokyo exchange is closed. 


But Japanese 


securities houses, and Tokyo's financial press, believe that 


overseas investors, in concert with * securities companies, are 
P 


ately the TSE in order to av 
(3% of the 
can make a savi 


e value). And when the stoc 
on commission, paying market rates which com- 


aying the securities-transaction tax 
are bought overseas, investors 


pete the about 1.5% ed by securities ers in Tokyo. 
F securities companies in Tokyo a their Japanese counterparts 
have no to complain about, since the dealings overseas help to broaden 


the market and, in any case, usually get wound down in Tokyo, with due com- 

mission then paid to Japanese dealers. The argument, however, has prompted 

debate on the wisdom of dealing through a — securities company at all. 
twee 


Japanese stock prices can mysteriously vary 
ese securities firm receives, and actually places, the foreign order in T 


n the short time a J 
yo. 


That smacks of corruption on the exchange, a suggestion which is not univer- 


sally denied, even by Japanese dealers. 

be happiest when foreign securities companies acquire 

to the TSE. The exchange is planning to enlarge its orm. eg E 
t 


oreigners w 
membe 


but has denied media reports that five seats will be set aside for foreigners. 
the exchange has no foreign member. The exchange is also drawing up 


plans to operate around the clock, but an extension of the trading 


considered likely in the near term. 
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BUDGETS 


What about 
the poor? | 


Nepal’s spending proposals 
draw widespread fire 


By Kedar Man Singh in Kathmandu 


T» Nepalese Government has pe 
posed a budget for the current fiscal 
year (which began on 16 July) which al- 
ready has drawn criticism for lacking 
measures to control growth of govern- 
ment deficits and inflation. Some two- 
thirds of the 1985-86 budget, e 
Rs 11.48 billion (US$656 million), wi 
go for development, with the rest for 
operating costs. 

— seh spending will em- 
phasise education and agriculture. In 
the farm sector, the goal is to improve 
irrigation: only 15% of the country’s 
total arable land has permanent irriga- 
tion facilities, with the rest dependent 
upon monsoon rains. The biggest part 
of the development budget, however, 
will be spent on education. 

Finance Minister Prakash Chandra 
Lohani has forecast revenue of 
US$310.5 million from regular sources, 
such as customs duties, licence fees and 
several new measures. The foreign-aid 
contribution is expected to be about 
US$108.1 million in grants and about 
US$147 million raised through a 
number of concessional loans. This 
would mean a projected deficit of about 
US$79.7 million, which Lohani hopes to 
finance through commercial loans and 
various domestic note issues. 

But Lohani’s critics say the budget 
has no proposals for reducing inflation 
or pies relief to low-income peo- 
ple. They also say that more than 35% 
of the total budget would be deficit- 
financed, if foreign loans are taken into 
account. Nepalese economists have said 
this huge deficit would make develo 
ment projects more expensive, while 
the purchasing power of low-income 
earners and lower-level civil servants 
would tremendously decrease, owing to 
a high rate of inflation. 

oreign exchange has come in for 
particular attention in the budget. The 
government is concerned about falling 
reserves in the face of a rising trade de- 
ficit. This deficit has resulted in a sha 
fall in foreign-exchange reserves, whic 
stood at Rs 1.5 billion at end-April; dur- 
ing the same period in 1984 they were 
Rs 2 billion. 

The main reason for the decline was 
heavy imports of construction materi- 
als, heavy machinery, petroleum pro- 
ducts and luxury goods, which were al- . 
lowed to be imported to raise revenue in 
the form of customs duties and taxes 
(REVIEW, 8 Nov. '84). 
(The scheme to 


raise revenue 
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through levies — vas widely | 
criticised in Nepal, with the plan's oppo- 
nents charging that it would deplete the 
nation's reserves.) - 

Lohani has for the first time intro- 
duced 1.5% stamp duty on the exchange 
of Nepalese rupees for Indian rupees. In 
addition, there will be a Rs 3 charge on 
the purchase of each US dollar, except 
for regular commercial imports through 
letter-of-credit facilities and-exchange 
facilities which are covered under com- 
mercial rules. This dual exchange-rate 
system has been criticised by the IMF, 
which said it will have repercussions on 
the economy. 

Lohani has also set up a system 
whereby Nepalese serving abroad will 
be able to open foreign-currency ac- 
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counts in Nepal. But they will only be | for May 1986. But despite heavy rural- 


permitted to retain 70% of the foreign 
currency, with 30% required to be ex- 
changed into local currency at the offi- 
cial rate. Critics say this will merely en- 
courage greater use of the black market. 

Measures have been taken to protect 
the domestic textiles, cement and other 
industries, by raising the import duty on 
products from India. However, no revi- 
sion on duties for luxury imports has 
been made. About a 10% reduction for 
the import-licence fee for construction 
and industrial materials has been made, 
and this step is expected to bring down 
market prices to some extent. 

The new budget is seen as a political 
document of the government, keeping 
in view the general election scheduled 
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development spending, rural people 
have felt the budget is meant to benefit 
town dwellers and the upper class. 
Opposition members in the National 
Panchayat, led by former prime minis- 
ter Surya Bahadur Thapa, are getting 
prepared to table a motion of no-confi- 
dence against the current government 
of Prime Minister Lokendra Bahadur 
Chand. The pro-Thapa group already 
has collected the signatures of 39 mem- 
bers (against the minimum requirement 
of 35), but are biding their time. With- 
out the support of the 28 royal 
nominees, it would be impossible to 
oust Chand, for the constitution re- 
quires a two-third vote of the 140 mem- 
bers. 











Still running too hot 


porreortians growth continues de- 
spite tighter controls on credit and 
foreign exchange designed to cool the 
overheated Chinese economy. Indus- 
trial output jumped 23.1% (presumably 
in current prices) in the first half of 
1985, according to China's State Statis- 
tical Bureau. This follows a 14% in- 
crease in constant prices last year, based 
largely on rapid output gains by the col- 
lective sector, particularly rural indus- 
trial enterprises in the coastal provinces 
(REVIEW, 11 July). 

Light industry outpaced heavy in- 
dustry, rising to 50.1% of total indus- 
trial output, led by consumer appliances 
including TV sets (up 84.5%), washing 
machines (up 70%), electric fans (up 
96.2%) and refrigerators (up 120%). 
Motor-vehicle production grew 58.8%, 
small tractors 46.7% and diesel engines 
54.8%. 

It is difficult to estimate what the 
23.1% industrial-output value growth 
for the first half means in real terms. 
Price reforms are now under way, and 
many industrial commodities are traded 
at a variety of different prices — typi- 
cally a fixed price for transactions under 
the state plan and higher market prices 
for sales outside the plan. Growth in 
total money supply in 1984, approxi- 
mately 28%, was more than twice the 
12% gain in national income (the eco- 
nomic indicator most comparable to 

ross national product), suggesting an 
implicit inflation rate of about 16%, 
versus the official retail price index in- 
crease of 2.8%. 

Rapid industrial-output growth is 
being generated by high levels of invest- 
ment throughout the economy, Capital- 
construction investment by state-owned 
units in 1984, at Rmb 73.5 billion 
(US$25.6 billion), was 23.8% higher 
than in 1983. Despite new tight credit 
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REVIEWGRAPH by Andy Tang 
policies, investment levels remain high 
— from January to May this year, in- 


vestment in state-owned enterprises 
totalled Rmb 21.2 billion, Peking's 
Jingji Ribao ( Economic Daily) reported 
on 26 June, 38% higher than the corres- 
pones five-month period in 1984, and 
ighest in April and May. 
Most of the new investment was un- 
planned and financed by loans or enter- 
rises' own funds. Accurate figures for 
investment by collective enterprises are 
not available, but bank lending in- 
creased 160% in the first five months of 
this year, and self-financed investment 
83% , while investment under the state 
budget increased only 1.6%, according 
to the Jingji Ribao report. 
Steel consumption for investment by 
state enterprises from January to April. 
was 37% higher than the corréspónding 
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period in 1984, leading to price in- 


creases for steel sold outside the state 
plan — market prices for steel in the 
northeastern province of Liaoning have 
increased from Rmb 1,400 a tonne in 
March to a range of Rmb 1,550-1,700, 
and are expected to hit Rmb 1,800 soon, 
according to the newspaper Economic 
Information. 

In an attempt to slow unbudgeted in- 
vestment, the State* Council has ap- 
proved new regulations requiring all en- 
terprises — state or collective — to de- 
posit any funds intended for construc- 
tion purposes in the Construction Bank 
of China (previously used to channel 
state-budgeted investment) for a period 
of six months, but it is unclear when the 
effects of this measure will be apparent. 
In any case, extraordinary growth rates 
will probably be sustained through the 
end of this year and perhaps beyond as 
newly installed production capacity 
comes on line. 

Coal production in the first half of 
1985 was 410 million tonnes, an increase 
of 11.8% over the first half of 1984, 
Crude oil output was 61.46 million ton- 
nes, up 10.9%, and electric power in- 
creased 9.1% to 199.1 billion kWh. 
These increases are close to the likely 
rate of real output growth in other sec- 
tors. Although energy shortages remain 
serious, the situation may not have wor- 
sened as much as the earlier reports 
scemed to indicate. 

No official trade figures are available 
for the first half of the year, but high 
levels of imports continued after import 
curbs were imposed, as prior orders 
were filled (REVIEW, 27 June). Imports 
from Japan more than doubled to US$6 
billion, and China's six-month trade de- 
ficit with Japan is expected to be US$2.8 
billion, more than twice last year's total. 
US exports to China over January-April 
reached US$1.05 billion, 32% higher 
than the corresponding period in 1984. 

— Robert Delfs 
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Dragonair's 737: small beginnings, great expectations. 


- AVIATION 


.| Enter the Dragon 


Competition — and complexity — is on the way in Hongkong 


. IH onekons s collapsed Carrian In- 


By Michael Westlake in Hongkong 
egotiators at the Sino-British avia- 
tion talks in September face a com- 

lex and difficult task in deciding what, 
if any, landing rights should be granted 
to two potential rivals for Hongkong- 
based Cathay Pacific Airways. Both 
would-be competitors are based in 
Hongkong, and under the Sino-British 
agreement the right to operate to and 
from Hongkong falls under British au- 
thority until 1997, when sovereignty 
over the territory is transferred to 
China. 

However, the Hongkong Govern- 
ment will have an increasing say in the 
matter as Hongkong is gradually ex- 
tracted from British bilateral aviation 
agreements. The new airlines are 

9 





BANKRUPTCIES 
Stakes in a claim 


Dragonair, formerly known as Hong- 
kong Dragon Airways, and Oriental 
Pearl Airways. 

Both companies have been applying 
to make spot charter flights between 
Hongkong and China, as well as other 
parts of the region, which would not in- 
volve renegotiation of existing bilateral 
agreements. Both, however, are hoping 
that September's talks will result in the 
granting of scheduled services to and 
from China, and have ambitions to 
serve destinations further afield. 

Dragonair is further along the route 
to airline operations in that it has had a 
leased Boeing 737 in Hongkong for 
more than a month, and has been hiring 
staff and operating training flights. It 


Carrian’s unsecured creditors may seek HK$4 billion-plus 


By Robert Cottrell in Hongkong 


véstments Ltd (CIL) may face 
claims from unsecured creditors ex- 
ceeding HK$4.2 billion (US$540 mil- 
lion), according to a preliminary esti- 
mate made in a first letter to creditors 
sent on 22 July this year by the com- 
pany's liquidators, three partners in the 
E firm Arthur Young. The 


^company's€ash on hand at 31 May total- 


led just HK$612 million, with the pros- 
pect of u further HK$35 million to be 
realised from asset sales under negotia- 
tion, according to the letter. 

CIL's unsecured debts are what re- 
mained after its secured creditors took 
over most of the company’s assets, 
which had been pledged to them as 


cover for additional borrowings esti- 
mated at HK$2 billion. Prior to its col- 
lapse, CIL was a major publicly quoted 
property group controlled by an un- 
quoted parent, Carrian Holdings. 

Total group debt may top HK$10 bil- 
lion, according to early broad-brush es- 
timates. Carrian Holdings is being 
liquidated separately by partners of the 
accountancy firm Ernst and Whinney. 
Eight directors, business partners and 
advisers of the Carrian group are due to 
be tried on fraud charges in Hongkong 
early next year. 

CIL's outgoing directors had said, in 
a statement of affairs lodged with Hong- 
kong's Supreme Court on 8 October 
1983, that the company owed unsecured 
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has also operated one proving flight 
under the supervision of Hongkong's 
Civil Aviation Department (CAD), and 
on 23 July was granted its air operator's 
certificate by the CAD. 

Oriental Pearl operated cargo-char- 
ter services with a piston-engined DC6 
in the early 1970s until lack of profits 
forced a shutdown. It savs it has com- 
mitted itself to buying two Boeing 707s, 
which now cost around US$1 million 
each — one all-passenger and one con- 
vertible passenger/cargo version — 
which it will fit with engine “hush kits” 
at around US$2.5 million per aircraft to 
comply with international noise-reduc- 
tion regulations effective from | 
January 1986. 

Processing Dragonairs application 
to operate was delayed while its owner- 
ship was reconstructed. The Sino-Bri- 
tish agreement provides for "airlines in- 
corporated and having their principal 
place of business in Hongkong." in line 
with current international airlines’ 
home-basing requirements and into 
which designation fit both Oriental 


creditors about HK$2.7 billion. But the 
liquidators now say that additional 
claims against the company, not recog- 
nised in the directors’ statement, may 
amount to or exceed HKS1.5 billion. 

The liquidators say they plan to resist 
these additional claims. They say that 
creditors have not yet been asked to 
supply proof that they are owed money 
by CIL. and that this process is unlikely 
to begin until next year. Meanwhile, ac- 
cording to the creditors’ letter, the 
liquidators are busy tracing assets 
through CIL's complex group structure 
and realising cash for them where possi- 
ble. 

Some 65% of CIL’s unsecured debt 
is owed to six financial institutions: 
Barclays Asia; Bankers Trust; Hong- 
kong and Shanghai Banking Corp.; 
Honour Finance Co.; Midland Finance 
(HK), and WestLB Asia. Much of the 
money was originally lent on a secured 
basis, but was left uncovered by steep 
declines in the valuations of pledged as- 
sets. 
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Pearl and Cathay, even after taking into 
account the controlling stake held by 
the London-based John Swire and Sons 
Group in Cathay's Hongkong parent, 
Swire Pacific. 

Dragonair is a wholly owned sub- 
sidiary of the Hongkong Macau Inter- 
national Investment Corp. (HMIIC ). 
Of HMIIC's HK$500 million (US$64.1 
million) paid-up share capital, the 
largest holding is 26% belonging to 
Hongkong textiles company Novel 
Enterprises, whose chairman, Chao 
Kuang-piu, is HMIIC's general man- 
ager. 

A further 6*5 is held by non-Hong- 
kong investors Ma Man-kee (Macau, 
Lien Ying-chow of Singapore and Euon 
Co. of Australia. Companies associated 
with well-known Hongkong business- 
men Sir Yue-kong Pao, Li Ka-shing, 
Henry Fok and T. K. Ann are among 
holders of a further 26%. 

Acknowledged Chinese sharehold- 
ers — though the companies themselves 
are Hongkong establishments — are 
China Resources with 16% and China 


CIL’s largest wholly unsecured and 
unrelated creditors at the time of its 
collapse included Commerzbank, owed 
HK$55 million; solicitors Deacons, 
owed HK$1.7 million, and CIL's au- 
ditors, Price Waterhouse, owed 
HK$1.3 million. 

CIL swung from a positive net worth 
of HK$2.4 billion on its 31 December 
1981 balance-sheet to a capital defi- 
ciency estimated in the directors' state- 
ment at HK$1.9 billion. The liquidators 
say that, taking the directors' figures as 
an approximate guide, CIL lost HK$1.9 
billion on property investments; 
HK$1.8 billion on publicly quoted 
equity investments, including CIL's 
shareholdings in China Underwriters, 
its insurance subsidiary, and Grand 
Marine, its shipping arm; HK$1 billion 
in previously unrecorded guarantees, 
some related to Grand Marine; about 
HK$200 million lent to Carrian Hold- 
ings, and HK$300 million in operating 
losses and accounting adjustments. This 
gross loss of HK$5.2 billion was par- 
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Shanghai Airlines 707: all dressed up and nowhere to go. 


Merchants Steam Navigation Co. with 
4%. The Bank of China used to hold 
20% , but a few weeks ago that stake was 
transferred to China Cheer, which now 
holds 22%. China Cheer is a company 
incorporated in Hongkong in January 
with its registered office in the Bank of 
China's own building. It is widely be- 
lieved that this transfer was made to 
facilitate the issue of an operating cer- 
tificate to Dragonair as a Hongkong- 
owned company. 


iven the new contenders' satisfac- 

tion of Hongkong's regulations, the 
question of their routes then becomes a 
matter of politics, ostensibly between 
Hongkong, Britain and China but also 
involving Cathay, the Civil Aviation 
Administration of China (CAAC) and 
provincial airlines being set up in China 
which must apply for routes to CAAC, 
which doubles as China's national air- 
line and its civil-aviation regulatory 
body. Some observers feel that 
Dragonair's big-name Hongkong share- 
holders' influence in China guarantees 


tially offset by share issues raising 
HK3$900 million, largely used to finance 
acquisitions of assets from. Carrian 
Holdings. 

lan Robinson, one of CIL's joint 
liquidators, said that his team has so far 
spent 50,000 hours on the job, surveying 
5 million pages of documentation and 
almost 700 companies. The liquidators' 
time-charged fees amounted to HK$29 
million at 31 May, or almost HK$600 an 
hour. He said reaching final settle- 
ments might take several years, but 
that small preferential claims from em- 
— could be met much more quick- 

y. 

Robinson said the liquidators’ re- 
search into CIL's affairs had been com- 
plicated by the coincidence of several 
other groups of investigators looking 
into this and other matters. These inves- 
tigating groups included, he said, Hong- 
kong's Commercial Crimes Bureau and 
the Attorney-General's department; in- 
spectors appointed under the territory's 
Securities Ordinance; a Malaysian Gov- 
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it the granting of sufficient routes and 
frequency of services, while others see 
the lack of any overt CAAC or other 
Chinese aviation interests in either com- 
pany as a handicap. 

CAAC director-general Hu Yizhao 
is known to be worried about small air- 
lines springing up outside CAAC's con- 
trol in China (REVIEW, 6 June), and 
only a few plans for establishing inde- 
pendent airlines there have gone ahead 
on their own. One such airline is 
Shanghai Airlines, which has bought 
five 507s plus DAD and training for 
USS9 million — but which so far has no 
crews and no routes, and has two of the 
707s in their new livery parked at the 
southern end of Shanghai airport's tar- 
mac. 

CAAC and Cathay have a working 
relationship which is continuing to de- 
velop, and some observers feel that un- 
less there are other interests in China 
which have the power to ensure the 
granting of routes despite whatever 
CAAC may wish, then Hongkong's new 
airlines may be in for a bumpy ride. D 


ernment committee of inquiry; Hong- 


kongs Independent Commission 
Against Corruption, and the territory's 
Official Receiver. op 


CARRIAN 
INVESTMENTS 


Asset realisations 


Major realisations including 
recovery of proceeds from 
US asset sale, recovery of 
associated escrow fund, 
sale of Australian assets, 
sale of Hongkong property 


Estimated proceeds from 
three property sales now 
under negotiation 


Assets subject to dispute 


interest income net of 
.| administration costs 
Estimated recovery of 


damages — possible legal 
actions against third parties 


2e: Arthur Young. 
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y Robert Manning in Washington 


he World Bank reaped record pro- 
W fits of US$1.14 billion for the year 
ended 30 June, up 90% on 1983-84, 
ile experiencing the first decline in 
E in its 39-year history. New loan 
commitments by the International Bank 
Tor Reconstruction and Development 
3RD) were US$11.4 billion, almost 
US$2 billion below bank projections of 
US$12.6-13.3 billion and US$500 mil- 
lion less than the previous year. 
Analysing the results of the bank's 
performance over the pasi year, senior 
vice-president for finance Moeen 
Qureshi said the bank's profits occurred 
"in large part because we were success- 
ful in the active management of our li- 
ee assets portfolio.” Qureshi said 
»ank liquidity wasup from US$14.9 bil- 
lion to US$17.4 billion in the past year. 
The other major factor accounting for 
tl bank's record net income was the re- 
duced cost on new borrowing to 7.98% 
which helped lower the cost of total 
ds (debt plus equi) to 7.44%. The 
bank also increased its rate of return on 
its investment portfolio from 9.95% in 
1984 to 12.63%. 
E Bank vice-president Eugene Rot- 
berg said borrowing of USSI1.1 billion 
was lower than bank projections of 
USS11 .3-11.9 billion, and the average 
ce t of borrowing, 7.98%, was down 
from 8.75% the previous year. Bank of- 
ficials view the bank’s diverse mixture 
of financial instruments — multi-cur- 
ency borrowings, variable-rate bor- 
owings and currency swaps — as the 
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Windfall from | liquidity 


i ne World Bank makes more money but lends less 


1 







source of its success in in- 
ternational capital mar- 
kets. Currency swaps re- 
duced the cost of US$1.4 
billion medium- to long- 
term borrowings in 1985 
by 5.38%, d the total 
cost of borrowings by 
0.66%. 

Rotberg would not di- 
vulge the breakdown of the bank's 
liquidity, but he did say that only a small 
portion is in certificates of deposit in 
commercial banks on a one- to 10-day 
basis, while the bulk of holdings are in 
government bonds of different coun- 
tries. 

After swaps, the US dollar ac- 
counted for 24% of total borrowings, 
while the yen, Deutschemark and guil- 
der represented 70% of holdings. The 
spread between the bank's return on li- 
quid investments and its ave TAE cost of 
total debt in 1984-85 jumped to 3.96%, 
from 1.2% the previous year. Of the 
bank's loan portfolio of US$41.4 billion 
in outstanding loans and $6.4 billion in 
debt-service payments due in 1985, only 
US$25.3 milli yn was overdue for more 
than 90 days, according to Qureshi, with 
some US$20 million of that from 
Nicaragua. 

The striking difference between the 
bank's remarkable financial perform- 
ance and its decline in total lending by 
US$1.1 billion (International Develop- 





ments in 1984-85 fell to US$3 billion 


COMPANY RESULTS 






















oe $3.6 Hnon in 
* the US$500 
“million decline in IBRD 
lending), has not pe 
turbed i bank officials. 
“There's no inconsis- 
tency between being an 
effective development 
institution and making 
money,” said Rotberg. 

The bank lowered 
interest rates on IBRD 
loans from 9.29% to 
8.82% beginning in 
July. Qureshi attributes 
ES dropinbank lending 

"the curtailment of 
salen, plans and 
shifts in priorities of a 
number of major borrowers." Bank offi- 
cials say those borrowers include the 
Philippines, Thailand and Indonesia, as 
well as Nigeria and Brazil. 

Bank executive directors of several 
less-developed countries (LDCs) say 
that the policy orientation and condi- 
tionality of a growing proportion of 
bank lending has been a significant fac- 
tor in the slowdown in bank lending at a 
time when capital flows to the Third 
World are at a low ebb. This, despite the 
fact that bank officials say the World 
Bank reached a consensus at the April 
Development Committee meetings on 
playing a larger catalytic role in increas- 
ing capital flows to the LDCs. 





onetheless, both Qureshi and Rot- 
berg say the drop in bank lendin 
was not the wave of the future. Qureshi 
said: "There s now an upward trend in 
lending." He said the bank's projections 
for 1985-86 IBRD lending, which have 
been sent to the board, are in the range 
of US$12-13.5 billion, and for the next 
three years should total US$40-45 bil- 
lion. 


Comment 


Consolidated sales in the current year are expected to reach a 
record Y5 trillion. 


Favourable interest rates and higher sales contributed to a 
sharp rise in group net income. 


Sugar mills to be rationalised, but low. sugar prices, which 
eroded profits, are expected to continue. 


A one-for-10 bonus declared. Broker forecasts for the current 
year are for a profit of NZ$24.5 million. 


Profit included extraordinary loss of HK$221.6 million. Com- 
parisons were made before the hiving off of shipping unit East- 


ern Asia Navigation in August. 


Net % change ?e change Dividend 
Period profit on period Sales onperiod X (prev.) 
nMotor Y31!Mar.  Y81.8b *10.3 ¥4.63t 174 ¥14 
) (US$343m) (US$19.4b) (¥14) 
Y31Mar. ¥26.21b +259 ¥13.71t +14 n.a. 
(US$109.9m) (US$57.5b) (n.a.) 
Y30Apr. A$39m -67.7 . A$159.7m *13 2.56 
(US$2.8m) (US$114.9m) (10¢) 
Y31Mar. NZ$17.3m +42 NZ$339.4m +6 n.a. 
(US$8.8m) (US$172.3m) (n.a.) 
Y31Mar. HK$229.8m —46 n.a. n.a. 7¢ 
(US$29.5m) (12¢) 
Y31Mar. HK$339.9m +336 — na. n.a. 10€ 


(—) 


Formerly owned by World International, company became 
separately listed in August 1984. Profit is after extraordinary 
loss of HK$170.1 million. 

























































rou ghly USSi3 billion a year without a 
new. — increase. In addition, Rot- 
berg told the REVIEW that net transfers 
for 1985 to the Third World were 
US$5.5 billion, but that without a new 
capital increase, "within the next three 
or four years, there may be negative net 
transfers." 

US Treasury officials reiterate the 
view expressed during the April meet- 
ings by Treasury Secretary James 
Baker, that no general capital increase 
for the bank is needed. While previ- 
ously, bank president A. W. Clausen 
has said that a capital increase of at least 
US$40 billion would be required, now 
bank officials appear to be backpedal- 
ing. Qureshi said: "It is premature to 
talk about specific figures for a capital 
increase. We won't reach that stage 
until next year." At the same time, bank 
Officials say there ds no discussion of 
changing the 1:1 “gearing ratio” be- 
tween loans and capital reserves, nor 
are there plans to create a commercial 
arm of the World Bank — a “Bank’s 
bank" — to stretch its resources fur- 
ther. 

With regard to concessional re- 
sources, Qureshi said a review is under 
way, but that discussions over the next 
IDA replenishment to begin in July 
1987, have yet to start. The bank has 
also set up a one-time US$1.1 billion 
multilateral special facility for Africa to 
provide untied and quick-disbursing 
loans. The US has refused to donate ad- 
ditional funds for the facility. 

A portion of the bank’s profits will 
| be given to both IDA and the Africa 
| facility. The amounts have not yet been 

decided, but well-placed sources say the 
| bank is likely to contribute something 
“in the US$100-150 million range to 
each concessional facility." o 
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st rates which came only a week after 


immed: by a percentage point to 6% while in- 
rest on savings was nearly down to 1%. The 
Hang Seng Index closed at an almost four-year 
gh at 1,689.85, up nearly 50 points on the 
riod. Trading volume surged to a daily average 
-HK$418.83. million (US$53. 7 million). Prop- 
rty stocks were the most immediate beneficiaries 
Of the rate cuts. Conversely, banking shares, 
which had already lost much of their attractive- 


















ealth of some banks, suffered. 














(YO: A fallin pharmaceuticals, roel 
nstitutional investment trusts an 








sed to drive the Dow Jones ‘Average down to- 
$ the end of the period after strong gains in 
er sessions. The index settled at 12,771.66 

July. Daily trading averaged 445. 33 mil- 
nares. Heavy profit-taking was seen in 
perty and railway issues. Dealers said the mar- 
lbs in a correction phase and was likely 
nove up again, mainly because of high levels 
corpor. e and institutional investor liqui- 


































period' s three-year low, Fraser's Industrial 











riod at 4,104.37, Trading volume showed a 








nning of the. period to 20. 89 million on 22 July — 









je was 15.16 million shares. Announcements 


















se of property helped the market ignore 











KUALA. LUMPUR: Shares advanced across a 






Fraser's Malaysia Index climbed 230 points during 

e period while daily turnover tripled, with vol- 
“ume on the last day reaching 19.7 million shares, 
valued at M$31.8 million (US$12.9 million). Sen- 
ment was buoyed by strong Wall Street and 
Hongkong gains, as well as by a government deci- 
"sion to promote share investment by merchant 
banks and to create a M$1 billion investment fund 
or concessionary lending. to development pro- 
ects. Analysts remain divided on the likelihood of 
sustained recovery, However 
























ghtly more than a point to135.31 in this holiday- 


umes dropping slightly to 10.34 million shares. 
‘he government's recent announcements of med- 
ures to boost the economy and the stockmarket 


about the economy and recent adverse po 
rends. Losers far.o tnumberex ers a 





irket: in Asia rallied i in the period 1 
| est rates and takeovers were maj 
pingapore: and Malaysia were the big gainers. fs 


G: The market was buoyed by another m. et 
; res “resources exploration-related i issues, falling far be- 
he last cut was implemented. Local prime was. 


ness as rumours continued to circulate aboni the- 


a lower US | 
| as Bond Corp. revealed its bid for 50% of the lead- 


In a sharp cosine. Hon the Bev ss 
ged ahead by 204. 08 points to finish the | 
dy increase from 9.33 million shares at the b. | 


and lifted the mining in 


ghest level since March. The average daily |. | | 
| 700.78. Globe Mackay rose 6.4% to help the com- 


'er the weekend of future unspecified tax cuts | 
d the immediate relaxation of restrictions. 
use of compulsory savings for the pur- | 


— of a run on a major local finance com- 21 


broad front in the heaviest trading since March. 


SEOUL: The composite ‘index. edged down 


ortened period, with average daily trading vol- 


| in the hope of ca shing i ! 
started i ei in at 






ve lost their sparkle, with investors worrying - 
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iod. progressed, with past favourites, such as 


hind. 


AUSTRALIA: Spurred y: a done -awaited upturn 


in commodity prices, Wall Street's record levels 
and a wavering Australian dollar, the market 
surged to new heights during the period. The Aus- 
tralian All-Ordinaries reached record levels three 

times and finished the period 23.2 points higher at 
926.5. It was well supported by rises right across 
the board, particularly in leading mining stocks. 
Following a month of fractional gains, the Metals 


f and Minerals Index jumped 28.1 points to 536.4. 


The All-Industrial Index rose 25 points to a record 
1,349.9, strengthened by A$110 million (US$79.1 
million) worth of trading in C ‘astlemaine Tooheys 


ing brewer. 


| NEW ZEALAND: The market could not sustain its 


| record high reached at the end of the previous 
period and underwent a technical correction early 
“in the period. But the market rallied towards the 
end of the period as strong overseas interest in the 
leading stocks continued. The overseas buying in- 
terest has also accentuated the tight scrip situa- 
| tion, and, as a à result, the market SONA remain 


— commercial-industrial 
shares a for the. period's slightly in- 
creased value turnover of P7.18 million 
(US$386,000) on a halved volume of 80.2 million 
shares. Most mines, led by Philex, ended higher 


2x by 14.94 points to 









mercial- industrial indicator advance by 28 


points to 129.26. S again were lifeless, — 


index steadv at 0.735 


BANGKOK: Having strengthened in early ses- 
sions, the market lost momentum on profit-taking 


|- as the period drew to a close. While most popular 


counters suffered losses, the new market leader. 


Foremost Friesland, managed to gain ground in 


active trading. Selling resistance prevented the 
Book Club Index from losing more than the 0.47 
of a point it had to yield at the close. The index 
finished at 141.36. The long-dormant Union 
Pioneer was the biggest gainer. Volume totalled 
1.51 million shares, worth Baht 199.76 million 
(US$7.5 million). 


TAIPEI: The market had an up-and-down period, 
with the weighted price index dropping 20.93 
points to close at 652.15. Amid the decline, there 


was a one-day rally on 19 July which took the mar- . 
. ket up more than 10 points on the strength of a 


newly announced. government plan to aid reces- 
sion-battered companies. The last two trading 
days of the period sawa 15. 43-point drop, as small 
investors who had been holding Yue Loong stock 
on. the Nissan purchase 






) 2 J ly. Wall Street’ s sstrong perform: | 


a general decline i in the 
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Aust. All-Ordinaries Averag 
16 July w 
17 Juiy 9e 
18 July 9 
18 July 9: 
22 July 9: 
Change on week £2.58 

22Juty  %change 
A$ on week 
Amali 5.08 


Ampol Exploration 
Ampi Petroleum 
ANZ Bank 
Australian Cons. Ind. 


^ Australan Guarantee 


APM 
Boral 

Bougainviie 
Brarnbles ind 


|. BHP 


Bures Phiüp 

Carton United Brewery 
Coles GJ 

Comaico 

CSR 

Durniop Australia 
Eiders XL 

Hardie 7. 

Herald & Weekly Times 
ICE Australia 

Lend Lease Corp. 

MIM Holdings 

Myer Emporiuirs 

North Broken Hill 

Peko Wallsand 


. Pronger Concrete 


Santos 


Smith H. 


Thomas Nationwide Trans 
Western Mining 
Westpac 


p Woodside 


Woolworths 


[HONGKONG 





Hang Seng Index 
16 July 1,634 
17 July 1,04: 
18 July 1,674 
19 July 1,676 
22 July 1,685 
Change on week +36 
22Juty change 
HK$ on week 
Associated Hotels 0.51 -73 
Atias Wd. 9.42 -10.6 
Bank of E.A. 22.60 -46 
Cheung Korg 18.50 +7.6 
China Light 16.40 +81 
Conic: {New} 117 -10.0 
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: Takeda Chem 321 
2.45 “etd 44 Tokio Marine and Fire 1020 «36 — :5Xf 
9.00 +53 50 Tokyo Elec. Power 2210 +09 25.7 
A: of 14.50 +85 18 ` Toray l 470 6337 373 
H K. ÅK. Whar 6.70 +47 5.1 Tate 755 £40 278 







































(HK Land 6.80 $3.1 02 Toyo Kogyo 432 -29 13.1 
VHK AS. Bank 7 60 -13 5.5 Toyota Motor 1240 +46 124 
TREKS S. Hotels 37.50 — 27 Yamaha Motor 680 -29 18 
EHK Realty "A" 12.30 +6.0 3.7 
"HK, Telephone 8.90 +76 19 mi ——— 
CHK. & Yau Ferry 3.75 -38 33 
“Hopewell 148 369 14 N 
“Hein Chong tS -20 57 EW ZEALAND Eu 
Fhutehison Whampoa 27.60 +49 3.0 x D 
int City Holdings 0.97 478 - Barclay inde 
Jatdine Matheson 12.20 -0.8 0.8 a x I em ss Ah ye 
Jardine Sec. 1640 4192 13 Berjuntai 9.00 ee 
Liu Chong Hing 255 MER 34 | 16 July oos 1,714.58 |. Boustead 154 *167 80 
Nan Fung Textios 27.00 — 90 | 17 July 1,714.00 | CoktStorage AA +47 5t 
“Row World 7.80 a54 31 | 18July t71940 | 95€ l $50 103 77.87 
Orient C seas H 2.15 = 42 | 19 July 1,721.90 Eo — s ia Ap T 
Paul Const 2825  -09 85 | 22July 1728.70 | Duis renean Oo as | Weighted Index 
aX 3.00 71 e 7 i i ; : 
—— ae i en Change on week 0.08% | FraserandNeave 5.35 +74. 37 
Swire Par. "A" 28.30 ^82 4a Gentings 590 *103 83 16 July 
Tai Cheung 2.05 +96 15 22Juy “change % - Qiuinness *.69 : +83 58 17 duly 
Tratalgar 0.205 .348 NS NZS onweek — yisid Harimau inv 0.86 449 7.0 18. duty 
Wah Kwong Ship 0.90 -53 222 | Alex Harvey 3.40 — 41 | HawPar 245 +14 — 33 19 July 
Wheelock "A" 725 $07 48 Brieriey 5.32 417 14 HieongFin Ex. Div. 248 +08 48 20 July 
Wheel Mari "A" Suspended  — — f Carer Hott 2.82 «Q1 — $0 | hcbape 231 ^31 — TÉ 22 Jui 
Wing On Holdings 4.20 -1.2 19 | Fisher & Paykel 341 -0.3 35 istand & Peninsular / s i July 
Winsor 500 +20 — 94 | Fletcher Challenge 342 -08 88 Jacks int 
Word Intt 2.25 «8&4 3.1 Goodman Group 4.20 +24 31 -KL Kepong 
Lion Breweries 3.60 “27 so | Keppel Ship 
WZ Forest Products 2.88 40.4 gi | Magnum — 
NZO&andGas — 0.44 +79 — | Malayan Banking 
NZ 212 -49 40 Malayan Breweries 
Progressive 3.32 «06 — 17 [| Malayan Tobacco” 
Waitaki NZR 2.70 -38 44 MMC 
Watto 4.35 +31 32 MUI ü 9s ; f 
Winstone 1.76 244 43 Motal Box Singapore 252.. +100 85. Far East Textile 12.80 EIE 
MPH Gao +187 $6 Formosa Plastic 26.40 - 
- National iron 251 492 4e NanYaPiastic = 24.90 -20 
. K. Borneo Timbers 252 .  —  .' 40 J TaiwanGement 21.70 -08 
OCBC 8.55 *80. 20 Tatung . 16.85 341 





Pan Electric 227 +188 — 17 | usifetas 19.10 24 
‘Pegi Malaysia 0.86 — 28 Yue Loong Motor f 17.10 ~§5 
Sheli 3.20 +67 — 8&0 — 
Sihe Darby 192 4110 —— &6 
M" * Singapore Land 252 4168 4.0 
Straits Steamship 098 +85 2.6 
| JAPAN — e d 
. Tractors 206 . «79 1486 
Dow Jones Average — ta. ui 4) 
won “UOB. 386 443. 47 — 
; l United Overseas Land 189. 10.5 32. 
16 July |... 12,698.26 Wearne Bros 3.64 +34 44 





7 July 3. tC . .. 12,846.49 
18 July | 12,852.63 

























































19 July 12,788.54 

20 July 12.797. 66 

22 July 12771.66 

; E; e 

Change on week _ +137% — PHILIPPINES 

; i duly "change Pie | 
ee ae Manila Mining index 

Ajinornato 1120 +09 44.9 

Bridgestone Tire 556 — «82 175 | 16 July 684.88 

C. Roh 41 37 ng | 17 July 695.41 

Calpis 800 «18 73.3 18 July .. 696.75 

Canon 972 -27 26 | 19 July 695.80 

Citizen Waters 410 +02 173 22 July 700.78 

Dai Nippon Printing 1100 +28 310 — c ha nge on. week +2.18% 

Daiwa House 743 +5.9 38.1 s & ox 

Ebara Mig. 463 202 a79 4 d v 22 July % change ^" 

Fuji Photo Film 1880 222 155 Peso onweek — yleid 

Heiwa Heal Estate 872 O03 rr. Atas- B — * — 

Hitachi 709 *3.5 188 Baguio Gold-8 m S = 

Honda Motor 1470 *14 39.8 Fil-Am Sta mn — 

LH. 1 180 -0.6 26.9 ] First Hokings 160 «143 — 

AEQ. 1120 9 450 | Lepante-B 0.04 63 — 

Kanaka 435 0 27.8 Philex-B 0.135 438 84 l 3 o" Tm TRAGEN acne 

Kao Soap Bat +28 352 PLDT 37.50 -13 — 133 i 

Kashiyama 750 — 4128 174 Phil Overseas 0.01 — == 

Kirin Brewery &70 +37 23.7 Pioneer-B — - 

Komatsu 280 ü 60.6 Podco-B 0.001 em T 

Kumagai Gum 813 rag 212 fo San Miguel-B 11.00 | -22 496 

Matsushita Elec. Ind 1330 *64 22.5 W Minoico-B. m Des — 

Matsushitá Bloc. Wks 764 418 25.6 

Mitsubishi Estate 960 .. «82 49.7 

Mitsubishi. t. 326 «19 23.6 Commercial Bank 

Mitsui & To 442 ^ «50 83.0 of Korea 
- Misu Real Estate | 8m — «46 — 439 SINGAPORE Daelm ind. a . MEE — 
.. Mitsukoshi 650 +121 11024 Daewoo Heavy ind. : B. ea — een 
i Nippon N. GA 1580 +413 46.3: Dong-AConstruction ..— ab 

Nippan Oi 900 -58 90.4 E 
;_ Nippon Stee! 167 «06 — 268 | 16July 

‘Nomura Securties | 17 July 
EYK S 18 July Sepa Nomura international (HK): Hongkong: Hongkong Stock 
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(1) € a tonne (2) MB akg 
[7j USca 55 Ib bushe (8 US$ 


Economic Growth 4. (real) (1) 
1984 
1985 

international Reserves (5) 
Latest 


Year ago 
Trade Balance (total — 
"Latest 3 months 


Provigus 3 montis 
Year ago 

Exports (7) 

|o Latest3nonthe — 
% change previous 3 months. 
Yo change year ago 

imports (8) " 
Latest months | 
eanne. 


Latest 3 months index average 
5s change year ago 


Money Supply (3j 
Latest 


*5. change previous month 
bephishech ad yaar ago 


m Officii and other estimates 


i US$ an oz 


27.11 
CET 
8.73 
12.38 
111400 
7,83 


US$ Flouble 0.8530 
USS > Kip 35.00 
— bung 100,368 


62,20 
62.26 


9,176—-9,180 
5,166-—-3,167 


31.07 


318,00-—-318.50 


59.76-59.86 
59.85~-69.95 


680 


192.00--192.50 


1,720.00—1,727.00 
1,672.00— 1,574.00 


950—870 


103.20——103.80 


297.75 


«o 5855-559 
555.50--554.50 - 


276.00 283.50 
244.76-—245.00 


210 


ta) U85c a tb 
a tonne. E Me akg 


MESZ 12b 
{Mar.-May} 
+ HKS2.866 
~HRSS.47b 


HK$56.81b 
1,79 
*2.11 


:H$58.93b 
»7.16 
anne 


Oct. 79-Sept. 865 10002) 
458.4 
{Mar.-May} 
+155 


f) M$alongion - 


US$10.32b 
(Feb.) 
US$9.44b 


^ 8$2.24b 
(Jan-Mar) 
~ $82. 700 
~ $$2.44b 


S$13.04b 
$1.15 
+3.29 


$$15.29b 
+1.96 
*1.50 


, 1982-83 = 100 


VERT 
(Mar May) 
+0.48 
*0.62 - 


80.30—60.35 


£,080--9,085 


30.85 
315.20--315.70 


61.40—51.47 
750 
192.00—192.00 
1.69;—1,698 
1.020—1,025 
85.60— 86,00 


307.00--306.50 


568.00—567.50 


274.00—273.80 :. 


“tong term. fshort term 


Sources: Astley A Pearce (Hongkong), Higas Co. Ltd and First Pacific Finance. 


Fixed-intereat bonds (US$) 


Australia 11-1/2 95 
Canada 10-7/888 

CNA 15-1/4 96 

Deutsche Bank 14-1/4 89 
ECSC 11-1/288 

EDO 10-3/4 88 

EDF 11-1/4 90 

EEC 1187 

£17191 

Fintand 11-1/2 88 

G Mac 12-7/8 88 

IBJ 10-7/8 90 

Midiand 11-1/2.82 
Morgan JP 11-5/8 90 
Mitsui 12-1/8 90 

Nat West 11-3/492 
Nippon Cr Bank 11-1/4 93 
Nordic Inv. Bank 11-3/4 90 
Royal Bank of Canada 11- 1/2 89 
Fevion 1190 

Sears t1-5/6901 

SNCF 131991 

Sweden 141/288 
SwedEx Cr 1386 
World Bank 10-778 90 
World Bank 1293 
World Bank t1-1/8 95 
World Bank 1587 


! l 


Barciays Mar. 2004 
CNCA Dec. 90/ June 85. 
Denmark Oct. 88/90 

EEC July 88/90 

New Zealand Apr.87 — . 
Ferrovie Stato Feb. 92/99 
Sweden Nov. 93/03 


18.125 


21.4375 


22.250 


104-1/2-—105 

102-3/4—103-1/4 
113-3/8-—113-7/8 
311-1/4-—1132/4 
101-7/8-—102-23/8 
101-1/2—102 

102-1/8—102-5/8 
101-5/8-—102- 1/8 
103-3/8—103-7/8 


—— 


102-1/4—102-3/4 
102-7/6-—103-3/8 
108-1/8--105-5/8 
103-5/8—104-1t/5 
101-1/2--109 
103-1/4—103-3/4 
101-5/8--102-1/8.— 
100-7/8-—101-3/8 
104-3/0 —104-7/8 
105-—-105-1/2 
110-3/4-—111-1/4 
101-1/2—102 
106-1/2— 107 
102-7/8—103-3/8 
109—109-1/2 


100,170-—100.270 
100.180-- 100.280 
100.620--—100.720 


—N 


— 


100.120— 100.220 
100.080---100. 180 


Source: Salomon Brothers and Kidder Peabosty & Co. 
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Standing at the heart of our network 
spanning over sixty international banking 
"entres, the NatWest Tower in London forms 
1 vital link in the global financial system. 

In the NatWest World Money Centre, 
one of the world's largest dealing rooms is 
manned by a team uniquely centred in 24 
hour banking time 

Their working day comíortably spans 
the day's end in Tokyo and the beginning of 
business in New York 

Small wonder, that in 1984, their average 
daily transactions were £1.7 billion - trading 
in over 50 currencies. 

From this enviable position, they can 
harness the vast amounts of economic energy, 
in terms of capital and expertise, demanded 
by today’s corporations. 

Corporate treasurers faced with the 
ncreasing pressure of floating exchange 
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rates, fluctuating interest rates and volatile 
markets need new and creative solutions. And 


NatWest people hold a unique fund of ex- 


pertise in tackling a wide range of financial 
requirements 

For example in pioneering new forms 
of project finance 


For over a decade we have been in- 


volved with North Sea energy, raising some of 
the largest private sector loans to finance 
development. 

Building on such experience, our 
people are now amongst the world's most 
successful lead managers in syndicated credits 
- from $5 billion to the oil industry to $2.5 
billion for the world's aerospace industry. 

Only last year, we were the æ 
first British bank to act assole lead «4$ 
manager for a syndicated project 
loan for a North Sea development when we 
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raised £225 million for Total Oil. 

Moreover with experience based on a 
global client base and major presence in all 
world markets we offer our clients the most 
innovative propositions 

With NatWest’s unparalleled reputa- 
tion and close connections with worldwide 
hinancial institutions, we believe no bank is 
better placed to offer the successful syndica- 
tion of loans and add to its clients' credibility 
through an effective relationship 

We are geared to act promptly and 
decisively across the entire spectrum of 
international finance. 

And that's why we're becoming known 
as the Action Bank. 


National Westminster 
The Action Bank 
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he small lakeside city of Dali, nestl- 

ing under the 4,000-m-high snow- 
capped ang Shan mountains, recently 
braced itself for an invasion of traders 
and visitors from all parts of China's 
Yunnan province to the annual Third 
Moon Street Fair. 

An eye-popping variety of mountain 
minority peoples — dressed in bril- 
liantly coloured traditional costumes 
joined in the opening march past for the 
biggest and best Dali country fair in de- 
cades. This traditional Bai minority oc- 
casion has been held every year for cen- 
turies to commemorate the legendary 
visitation of the goddess Guan Yin to 
the site and her role in subduing the 
man-eating monster-king, Luo Sha, so 
bringing peace and prosperity to the Bai 
people in this scenically beautiful re- 
gion. 

For most of the 11-hour journey 
from Kunming, capital of Yunnan pro- 
vince, to the Dali Bai Autonomous 
County, visitors travel along the old 
Burma Road. This was built during 
World War II by some 200,000 Chinese 
— men, women and children — who 
hacked the narrow road from the steep 
mountainsides. The road served as a 
vital overland supply route for goods 
and munitions from Rangoon to south- 
ern China before the Japanese cut it in 
1941. Today this same, slightly widened 
road, lined with leafy poplars and tall 
gum trees, still carries supplies — fuel 
from Kunming for the towns of Yunnan 
close to the Burmese border, and 
timber coming the other way to supply 
the boom in house-building among the 
richer peasants in Kunming. 

Dali became the capital of the 
Tibeto-Burman kingdom of Nanzhao 
(649-902) in the 8th century and, though 
little remains of the old city wall, two 
handsome gateways are the town's main 
landmarks. 

The Nanzhao kingdom, at its height, 
stretched southwards into northern 
Burma and Vietnam and made consi- 
derable inroads into China's Sichuan 
province. Its continual threat to the 
Tang dynasty led to numerous confron- 
tations with the Chinese armies sent to 
subjugate it, with bloody massacres by 
both sides. Following Nanzhao's down- 
fall in the early 10th century, the King- 
dom of Dali arose in its place in AD 960; 
it remained independent until it was in- 
vaded by Mongol troops of the Yuan 
dynasty. It was finally incorporated 
into the Chinese empire in 1225. 

Dali was the headquarters of a vio- 
lent Muslim rebellion against the Qing 
dynasty in the 19th century. When the 
Qing army recaptured Dali in 1873, 
30,000 of the 50,000 inhabitants were 
butchered. It is said that 24 baskets of 
human ears were sent to the provincial 
capital as proof that the rebellion was at 
an end. 





The tent city at the fairground, near 
the recently restored 9th-century Three 
Pagodas Temple, springs up overnight. 
Food stalls serving both Chinese and 
Muslim dishes cater to the ever-hungry 
fair-goers, who come to purchase new 
clothing, household necessities and 
mountain herbs. A brisk sale in wild- 
animal pelts of all kinds — including 
tiger skins from China's northeast 
(ranging in price from Rmb 2,500 
[US$875] to Rmb 5,000) and crudely 
cured yak skins for Rmb 100 — draw 
the custom of the Yi, Tibetan and Naxi 
peoples who both wear and sleep on 
skins. 

Jade bracelets and earrings attract 
groups of giggling, exquisitely dressed 
girls of the “Flowery Yi" tribe, whose 
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Dali fair: crossroads of tradition. 


headwear is decorated with silver 
beads. Unmarried Bai girls, their 
braided and embroidered aprons worn 
over pale-coloured trousers and their 
heads adorned with multi-layered bands 
of cloth, are the most numerous of the 
minority groups. 


ther items for sale include tradi- 
tional musical instruments — the 
Chinese two-stringed er hu violin, cym- 
bals, flutes, horns and bells. Craftsmen 
make bamboo steamers and bamboo 
water-pipes on the spot. Barkers de- 
clare loudly the thrills of their sideshow 
entertainment of “fierce animals” and 

"snake charmers. " 
It is the Tibetans, who travel in from 





northwestern parts of Yunnan province 
to sell their traditional mountain herbs, 
who form the unique aspect of the fair. 
They camp together in the fairground 
and sit in the shade of their temporary 
cloth or plastic dwelling-hutches, with 
their goods displayed before them — in- 
cluding week-old bears paws which 
give the area a distinctive smell. Tibetan 
goods are expensive but popular. 

Other activities include crossbow 
competitions (at 22 paces), archery, 
wrestling and dragon-boat races. Mi- 
nority dances and singing are held 
throughout. Dancers include gentle, 
hip-swinging, sarong-clad Dai from 
Xishuangbanna in southern Yunnan as 
well as their neighbours, the Jingpo, 
whose women wear distinctive silver 
pendants hung like armour over their 
breasts and backs, and jingle pleasantly 
through their shuffling dance. 

Visitors to the area usually stay at the 
Dali Hotel in Xiaguan just 20 minutes' 
drive south of Dali on the edge of the 
ear-shaped Er Hai Lake. Xiaguan, on 
the site of the original capital of the 
Nanzhao kingdom, is today the main in- 
dustrial and communications link in 
the Bai Autonomous County. Like 
Chicago, it is nicknamed “the windy 
city" because of the strong winds which 
blow off the lake. Xiaguan was once a 
resting place for jade merchants who 
travelled along the ancient Jade Road 
from Burma. A tea-processing factory 
continues, as of old, to produce brick- 
tea, much loved by the Tibetans. 

Dali is famed for its marble, and 
though the articles created from it for 
sale — photograph frames, pestes and 
mortars, paper-weights, flower-pots 
and replicas of the nearby pagodas — 
look rather dreary, the two-storeyed 
houses of undressed marble are strong 
and elegant. The nearby townships of 
Zhoucheng and Zizhou are examples of 
Bai stone architecture and are charm- 
ingly decorated. 

Zhoucheng's inhabitants are entirely 
Bai and one can observe their rich social 
traditions and costumes at leisure. Not 
far distant is the Butterfly Pool, the fav- 
ourite trysting place for young people. 
Here, in the fourth lunar month, hun- 
dreds of butterflies congregate. A Bai 
legend relates the sad tale of a love- 
thwarted couple who drown in the pool, 
only to turn into exquisite butterflies. 

— Judy Bonavia 
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The Westin Chosun. 
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Root of the problem | 
FOCUS on South Korea [18 July] is both 
a useful and perceptive series of articles 
that set forth the problems and pros- 
pects that South Korea is likely to face 
in the future. I would like to clarify and 
take issue, however, with several points 


made in the article on agriculture. 

I would agree that the prospects for 
the well-being of the agricultural sector 
are not very bright, but this is not, as 





bustling Seoul so you can 
do business where 
business is, and with the 





largest guestrooms in the cited in the article, because South Ko- 
city. Business center with | | rean agriculture is inefficient. [t is 
24-hour telex and because massive government subsidies 


facsimile service and over cannot continue. In fact, agriculture in 
3ouiiine aifices. Pixsse South Korea is among the most efficient 
— dati (in terms of yield per land area) of any 
dining and entertainment country in the world. This is especially 
facilities. true for rice. The problem is that it is not 
cost-effective and is heavily subsidised | 
by the government, as the article states. 
Although the individual farms are small, 
thus hindering large-scale mechanisa- 
tion, such farms are both productive 
and are the basis for the comparatively 
equitable income distribution within the 


Y sector. | 
South Korea faces the twin issues of 
THE WESTIN CHOSUN freeing part of its agricultural popula- 
Seoul tion for urban employment without de- 
Call your travel agent or the Westin Hotel stroying what equity exists in that sec- 
in your city or telex K24256 tor, and increasing off-farm employ- 





ment and income. With a virtual mono- 
poly on rural institutional credit by the 


National Agricultural Cooperatives 
WESTIN HOTELS ASIA Federation, which does not lend for 
such purposes, such job creation within 
the farm areas is presently difficult. The 


BE de cL Pye ta ED 
e s, which attempted to do this, 
IN SINGAPORE was a failure, for it was inbopropriatel; 


Opening February, 1986 export-oriented, government-mandated 
and could not compete. 

Si The lowering of government rural 
POSUER O OOE subsidies will decrease rural incomes re- 
with the new Westin lative to the urban sector, create more 
Plaza in Raffles City. urban migration and rural tensions and 
Right in the heart of the alienate more land unless efforts are 
business centre. With 796 substantially increased to deal with the 
world-class rooms and issue of off-farm employment. 

suites. The finest Maryland David |. Steinberg 
international cuisines. 
Plus all the amenities Merit and minority 

one expects from a 

Westin Hotel. 'Fair-minded' [27 June] makes serious 
The Westin Plata — tke allegations which are untrue, mischiev- 
ous and misleading. 

Meritocracy means rewarding an in- 
dividual according to performance, and 
not according to race. I am proud to say 
that there are many fellow Singapo- 
reans of non-Chinese origin holding 
high positions in professions, civil ser- 
Y vice, trade unions, business and politics. 

They earn their positions by their own 


WESTIN HOTELS merits and efforts, and not because they 


belone to a minority with special rights. 
RAFFLES CITY elong | pecial nents 
ingapore 
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Under a bilingual policy, Singapore 
students study two languages in schools 
Call your travel agent or the Westin Hotel = E nelish plus their own mother 


in your city or telex RCHTLS RS 22206 
s n 
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tongue (Chinese, Malay or Tamil). No 
non-Chinese student is forced to take 
Chinese as a second language. I am a Sri 
Lankan of Tamil origin and my wife is 
Chinese and we have three children. 
Two are at school and they chose 
Chinese of their own free will, though 
our original intention was for them to 
take Malay as a second language. We are 
all proud Singaporeans and we are still 
keeping our Tamil and Chinese tradi- 
tions alive in our family. 

As for the foreign workers in Singa- 
pore, "traditional source" refers to 
workers from Malaysia because of the 
historical link between the two coun- 
tries. Foreign workers from all other 
countries are classified as from “non- 
traditional sources." Work permits are 
issued according to the needs of certain 
sectors and industries and the skills and 
experiences of the applicants, not ac- 
cording to their race and country of ort- 
gin. There is no racial discrimination as 
alleged. 

Singapore 'Monkshillian' 


The bond issue 


| have a few minor remarks to make on 
Gaining currency |4 July] by Philip 
Bowring. He quotes Singapore Finance 
Minister Richard Hu having said that 


"the Swiss had tried to discourage Swiss | 


franc borrowing, but had given up." To 
my knowledge, we have still managed 
complete control on the issuance ol 
Swiss francs instruments and there is no 
foreign Euro-rate group outside Swit- 
zerland having proceeded to issue Swiss 
franc bonds outside our borders. 

The article states that “tax-exempt 
foreign bonds can only be subscribed by 
non-residents.” This is not correct. 
These bonds can be freely subscribed to 
by Swiss nationals or residents, as well 
as by foreigners or non-residents. 
Geneva Thierry Barbey 


Untamed Tibet 


Mary Lee's report on Tibet [11 te 
clearly reveals the dilemma being face 
by the Chinese invaders, 

Indeed, China has miserably failed 
in subduing the Tibetan people even 
after more than 30 years of “liberation.” 
Besides, no development worth the 
name has taken place despite China's 
much publicised subsidies to Tibet. 

While on the subject of subsidies, 
may I point out that if we calculate the 
value of the very many religious arte- 
facts, personal and public property 
which have been taken from Tibet by 
the Chinese, their subsidy of Rmb 7 bil- 
lion (US$3.7 billion) just does not form 
even a traction of a return. 

The fact that no Tibetan was ap- 
pointed to succeed Yin Fatang as the de 
facto ruler of the so-called Tibet Au- 
tonomous Region clearly belies Chinese 
statements (made in the five-point pro- 
posals) that there were enough edu- 
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PHILIPPINE PLAZA 
IN MANILA 


The Philippine Plaza. On 
historic Manila Bay right 
in the heart of the city. 
Sprawling acres of 
tropical parkland. 700 
world «lass guestrooms 
offering breathtaking 
views of one of the 
world's greatest sunsets. 9 
dining and entertainment 
outlets. Extensive 
recreational facilities 
including Asia's most 
spectacular pool. 
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SHANGRI-LA 
IN HONGKONG 


The Shangri-La. Where 
doing business is a 
pleasure. With the largest 
guestrooms in the city. 
Fully-equipped Executive 
Centre and Health Club. 
24-hour room service. 
Eight fine restaurants 
and lounges. 
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Call your travel agent or the Westin Hotel 
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cated Tibetans to administer the coun- 
try. 
Wu Jinghua's warning against "the 


use of religion to threaten the unity of 


motherland" just goes to show how sin- 
cere the Chinese are regarding freedom 
of religious beliefs. For centuries, reli- 
gion had been a binding force for the 
people of Tibet and Chinese experience 
in trving to obliterate it for the past sev- 
eral vears should let them know the re- 
ality. 

If the Chinese are really serious 
about letting the Tibetans become 
“masters of the house,” then they 
should respect their right to self-deter- 


mination. Bhuchung K. Tsering 

Editor 
Dharamsala, India Tibetan Bulletin 
The real enemies 


| read with disbelief the letter [18 July] 
which was intended as a reply to my let- 
ter of 20 June. 

It is strange that "Ranaweera," said 
to be a Sinhalese, has inadvertently be- 
come a spokesman of the separatists 
who terrorise equally both Sinhalese 
and Tamils. I do not understand how he 
lived in the north “until recently” when 
all Sinhalese were murdered or chased 
out of the area by July 1983. Further- 
more, I am astonished at the way a 
“Sinhalese” describes the recruiting 
procedures of the Tamil militants in 
such an authoritative tone. In addition, 
he seems to be an expert on the “view of 
separatists" when he describes, and de- 
clines responsibility for. the killing of Sri 
Lankans in France who opposed Eelam 
propagandists. Although he speaks of 
"numerous brutalities" in the south, 
"well documented bv international 
media," no incident or reprisal hap- 
pened (and none were reported) even 
after the most inhuman massacre of 200 
pilgrims at a Buddhist holy city. As a 
Tamil who ran away from Jaffna and 
lived in absolute safety among the 
Sinhalese until emigrating to Belgium, I 
can categorically state that the 
Sinhalese backlash, eagerly expected by 
the terrorists, never really happened. 

These facts show that "Ranaweera" 
is only a pseudonym used by an agent of 
separatists. These are the people who 
plan, finance and send Tamil youths by 
force to their deaths while they live in 
safe havens in London or Madras. Un- 
fortunately the BBC — well infiltrated 
by the Eelamists — has become a for- 
midable tool in their endeavour at dis- 
torting and suppressing facts. Did the 
“international media” or human-rights 
organisations utter one word about the 
hundreds of revenge killings of Tamils 
by the northern separatists after the 
ceasefire of 18 June? My children still 
shudder at the thought of the inhuman 
killing of their school’s principal re- 
cently. Mr Anandaraja of St John’s 
College was shot merely for having 
organised a cricket match between 


the security forces and his students. 

The real enemies of both Tamils and 
Sinhalese are these power-crazy, blood- 
thirsty separatist leaders operating from 
afar and behind pseudonyms! 


Belgium A. S. 


Military's malaise 

Your article on the military reform 
movement in the Philippines [1 Aug.] is 
timely as well as heartening to overseas 
Filipinos such as myself who have been 
reading mostly bad press about our 
country abroad. 

During a trip to my homeland early 
in July, I sat beside an army colonel dur- 
ing an inter-island domestic flight and 
learned first-hand that there are many 
field-grade officers of the Armed Forces 
of the Philippines who are dissatisfied 
with the present state of affairs of the 
country in general and the military in 
particular. The Manila and other local 
newspapers also quoted sources saying 
that 70% of the field-grade military of- 
ficers had lost confidence in the military 
chain of command. 

It is interesting to speculate what the 
military reformists will be able to ac- 
complish in the long and short term. 
Those who are in power at present. 
especially those who have acquired 
wealth that cannot be explained ration- 
ally, must be starting to worry. And 
since these people will try to stay in 
power at all costs, they will surely try to 
look for weaknesses in the reform 
movement and exploit them to their ad- 
vantage. 

I| have told my friends in the Philip- 
pines and here in the US that there are 
no problems that the country faces 
today that cannot be solved by proper 
economic management and a truly 
democratic form of government. If the 
military reformists can influence the po- 
litical leaders to open up the political 
processes and get rid of “crony 
capitalism,” there is no doubt in my 
mind that the Philippine economy will 
catch up with the rest of the region to 
the benefit of the common Filipino, who 
at present is at the bottom of the re- 
gion's totem pole. 


California Eugenio V. Corazo 


Better than stated 


The performance figures you quoted 
from the Japan Financial Report for 
the JF Japan Technology Trust 
[REVIEW, | Aug. ] are incorrect. The ac- 
tual performance figures in US dollar 
terms as of 30 June are as follows: 

Net value 30 lune 1985. 77.56: 
"e change over three months —14.4; 
% change over six months -— 10.4; 
% change over nine months — 13.9; 
"o change over 12 months — 1.8. 

Although not good, thev are a lot 
better than those published in your arti- 


cle. Kate Sloane 
Hongkong Jardine Fleming 
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A little over 10 years ago 
continues Roy Clark, “we became 
one of the first airlines to join the 
Allegheny Commuter System —the 
feeder for Ed Colodny s USAir. And it's 
really paid off for both of us. Especially in the 
last year. Because after months of checking out 
every regional aircraft that s available now or wili 
be later, we ve been flying the best choice for our 
very competitive market. The new 


“Everytime 
it takes off, 
* J 
it pays off. 
| 36-passenger Shorts 360 
We bought four of them. And they re doing what we 
7 expected — and more 
Of US We're getting a break-even factor of 37%. Our passengers 
LJ are c 


Jetting many of the amenities they receive on a USAir jet 


And our airline is getting the best aircraft for the money for 
making money 















Roy Clark, President 
of Pennsylvania Airlines. 
with Ed Colodny, Chairman 
of US Air, on the Shorts 360. 


The Shorts 360 is the new-generation aircraft that pays off for any 


airline that takes advantage of it. Contact the nearest Short Brothers office 
listed below, and we'll show you how 


Shorts 360 


SHORT BROTHERS PLC Short Brothers (USA), Inc., rystal Drive té Arlinator 
Short Brothers PLC, Airport Rd., Belfast BT3 9DZ. Northern Ir d. Short Brothers PLC, Gerkiey 
Short Brothers PLC, |. Short Brothers (Australia) Pty. Ltd 





Fuji unlocks 
new opportunities. 


One key to international success is choosing the right financial institution. 
You need solid assets, diversified services, experienced personnel, and a worldwide network. 
You need Fuji Bank, one of Japan’s largest. 
Our growing network covers 33 cities in 21 countries to help you anywhere, anytime. 
Our over U.S. $110 billion in assets enable us to finance virtually any project. 
And our experienced international staff can provide you with a wide 
range of financial services and information. 
For a head start in international business, start with Fuji Bank. 
We'll open up considerable possibilities. 


A FUJI BANK 


Tokyo, Japan 








Overseas Network 

Hong Kong, Seoul, Singapore, Jakarta, Manila, Bangkok, Kuala Lumpur, Beijing, Dalian, Guangzhou 
Shanghai, Sydney, Melbourne, London, Düsseldorf, Frankfurt, Zürich, Luxembourg, Paris, Madrid, 
Bahrain, Tehran, New York, Los Angeles, Chicago, Houston, Seattle, San Francisco. Atlanta, Miami, 
Toronto, Mexico City, Sáo Paulo 

Heller Financial, Inc., Heller Overseas Corporation 





W ith hopeful signs of an economic recovery and — 
more important — a revival of political will, Western 
Europe is looking outwards and eastwards with a new self- 
confidence to meet what is increasingly called the Asian 
Challenge. The old entrepreneurial spirit is returning, 
perhaps exemplified by the marketing campaign with 
which the Swatch watch (featured on our cover) is reviving 
the Swiss watch industry. FOCUS on Europe in Asia 
examines the continental competitors, from the old colo- 
nial powers to the innovative Nordic nations; the areas 
where Europe is fighting for trade, from hi-tech to high fash- 


ion; the attempts on both sides to improve political links; the Europeans in Asia, 
their contribution and their lifestyle, and the Asians in Europe, giving new blood 


to business and culture. 


Pages 49-92. 


Cover photograph courtesy of ETA SA, Switzerland. 





Page 12 

South Korean President Chun Doo 
Hwan plans to curb campus unrest by 
introducing a law requiring students 
found guilty of demonstrating against 
the government to undergo six 
months' ideological 're-orientation' 
in special detention centres. 


Pages 14-16 


Britain is pressuring Lisbon to tighten 
up its nationality laws to prevent a 
flood of Macau residents — and pos- 
sibly some from Hongkong — into 
Europe when Portugal joins the EEC. 





South Korea's print media, including a 
plethora of new weekly and monthly 
magazines, is taking a slightly more 
independent look at the government 
and its policies, but official restraint 
continues to have a deadening impact 
on the government-controlled elec- 
tronic media. 


43-45 

Endorsement by China's special party 
conference in September of plans to 
cut 1 million men from the PLA is criti- 
cal to Deng Xiaoping's two-pronged 
strategy to modernise the armed 
forces and simultaneously ease the 
military old guard off the political 
stage. 


Page 46 

The Malaysian Chinese Association 
may be ousted temporarily from the 
ruling National Front until it finally re- 
solves its protracted factional dispute 
over allegedly padded membership 
rolls. 


Page 98 

Korea Inc. has closed ranks to absorb 
the broken pieces of the failed Kukje 
business group, but no one is saying 
who will end up covering the group's 
bad debts. 


Page 100 

The rapid run-down of China's foreign 
reserves may not yet be over despite 
a clampdown on import ordering by 
the central authorities. 


Page 102 

Singapore's economy is now losing 
ground but the government seems 
unready to move away from the 
policies which have cost the republic 
its competitiveness and flexibility. 


Page 111 
Australia's long-established island- 
trading companies have maintained a 
key position in Papua New Guinea's 
economy. 


Page 117 


Foreign shipping companies are tak- 
ing Malaysian partners and exploiting 
various concessions to win an impor- 
tant slice of the country's maritime 
market. 


Page 127 

Attempts to breathe some life into 
Jakarta's small stockmarket may fail 
unless the authorities accept greater 
price fluctuations. 


REGIONAL AFFAIRS 


South Korea: Chun's campus war 
Philippines: Thrown out of court 
Diplomacy: Passing the passport 
A Portuguese farewell . . 
South Korea press: An impatient public spurs 
the media to be bolder 
Foreign media and government enjoy more 
relaxed relations 





A closed cartel, but with fierce competition —— 


All about Kim Il Sung 
Government-owned TV reflects official 
view 


Speciality magazines thrive on increased 


affluence 

Cambodia: Forced human bondage 
The sound and tury 

Foreign relations: An uneasy alliance 
Nuclear-free zone agreed 

China: Deng s military build-down 
Concealed nuclear pride 

Malaysia: Out the Front's door 

Papua New Guinea: Not so special now 


FOCUS 


Europe in Asia 





ARTS & SOCIETY 


Theatre: No wild cheers just yet, but a quiet 
yes to 1984 


24 
26 
27 
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Broadcasting: National interest is not always * 


the truth 


BUSINESS AFFAIRS 





Finance: In debt to Korea Inc. 
Time to pay the piper for China 
Investment: Resource-full management in 
Australia 


Economies: All the world's problems for 


re 
Trade: Little cheer in wine for Japan 
Companies: Shift in South Pacific trade 
winds 
Arawa's business hot-house 
Shipping: Whose concession in 
Malaysia? 
Banking: Limited acceptance in Tokyo 
Markets: Firing up the exchange in 
Jakarta 
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Briefing 
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Economic Monitor: Malaysia 
Shroff 

Company Results 
Exchange Rates 
Stockmarkets 
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REGIONAL 


Faction split seen as 
Komoto quits cabinet 


Toshio Komoto, Japan's minis- 
ter for external economic af- 
fairs and former president of 
the floundering Sanko Steam- 
ship Co., resigned his cabinet 
post on 12 July in à move 
to take political responsibil- 
ity for Sanko's plight. Komo- 
to, 74, held 34.41 million 
shares in Sanko, or 3.3% of the 
company's outstanding stock. 
He was the company’s fifth- 
biggest shareholder and largest 
individual shareholder. 

The resignation has cast 
doubts over the future of the 
Komoto-led faction within the 
ruling Liberal Democratic 
Party (LDP). With 35 mem- 
bers, the faction is the par- 
ty's fifth largest and there is 
now a strong chance that it will 
either split or disintegrate. In 
either event a new LDP power 
balance is expected to emerge 
in the next few weeks. Komoto 
became president of Sanko in 
1937 and resigned in 1974 to 
become minister for interna- 
tional trade and industry. He 
fought Prime Minister Yasu- 
hiro Nakasone for the LDP 
presidency in 1982. 

— Bruce Roscoe 


Bangladesh and Burma 
agree on borders 


Bangladesh and Burma for- 
mally agreed on 12 August to à 
map of their common 123-mile 
border. prepared jointly by 
their respective survey depart- 
ments. This completes the de- 
marcation work on the com- 
mon boundary — stretching 
from the southern end of the 
Naaf river to the junction of 
the Bangladesh-Burma-India 
boundaries — started under a 
May 1979 agreement. 

— S. Kamaluddin 


Mitterrand's plan for 
New Caledonia stumbles 
The French Government's 
plan to bring New Caledonia to 
a decision on a form of inde- 
pendence by late 1987 ran into 
trouble when the Conseil 
d'Etat, a constitutional watch- 
dog. found invalid sections of 
the enabling law that would 
give Kanak (Melanesian) areas 
most weight in the Pacific terri- 
jer Be new political system. 
rench President. Francois 
Mitterrand quickly recalled the 
national assembly back from its 
summer recess for a special ses- 
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sion on 13 August to consider a 
revised bill. The Socialist 
Party-controlled lower house 
passed it, but further delay was 
expected in the senate, control- 
led by conservative parties op- 
posed to New Caledonia’s in- 
dependence which will proba- 
bly send the revisions to the 
Conseil d'Etat as well. 

The changes already forced 
on Mitterrand will shave the 
advantage for the largely pro- 
independence Kanaks: the 
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Mitterrand: delayed. — "^" "** 


white-controlled Noumea re- 
gion will have 21 seats out of 46 
seats in the congress, which will 
decide on independence, in- 
stead of I8 out of 43 seats. 
Elections for the four regional 
assemblies which will combine 
into the congress have been set 
back at least two weeks from 
the planned 8 September date. 
— Hamish McDonald 


Thai minister's suicide 
to remain confidential 
Thai police say the file has been 
closed on the suicide of 52- 
year Science and Techno- 
ogy Minister se Latha- 
pipat, hinting that subtle politi- 
cal pressure was brought to 
bear to put an end to —— 
tion over the unhappy affair. A 
one-time Interior Ministry offi- 
cial and former governor of the 
National Housing Authority, 
Damrong shot himself in the 
head with a .38 calibre pistol in 
the back seat of his limousine 
as it turned into Government 
House on 29 July. 

Damrong did not leave a 
note behind to explain his ac- 


tion, and police sources said 


further investigations into the 
suicide had been quietly dis- 
couraged. Police privately 
speculate that a dilemma in his 
personal life affecting his hon- 
our, rather than anything con- 
nected with his worky was the 
motive behind his suicide. 


— John McBeth | 
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BUSINESS 


Japan’s Sanko sinks 
under load of debt 


In what looks certain to be 
Japan's biggest post-World 
War Il bankruptcy, Sanko 
Steamship Co., the world’s 
largest tanker-charter com- 
pany, has filed for protection 
under Japan's Corporate Re- 
habilitation Law. Estimates of 
Sanko's debt ranged from 
Y 520 billion (US$2.2 billion) 
to X1 trillion. The refusal of 
Sanko's three main banks — 
Daiwa, Tokai and the Long- 
Term Credit Bank of Japan — 
to extend further credit 
triggered the collapse. The 
three have an estimated ¥24 
billion in bad loans to Sanko — 
and a considerable volume of 
its stock. The financial position 
of Sanko subsidiaries (51 over- 
seas and one in Japan) was not 
immediately. known. Sanko, 
the victim of a protracted ship- 
ping slump and surplus tanker 
and freight capacity, lost ¥68.3 
billion in the year ended 31 
March, bringing its cumulative 
deficit to Y168.2 billion 
(REVIEW, 27 June). 

— Bruce Roscoe 


China sees rise in 1985 
unofficial Taiwan trade 


According toa 9 August report 
in the new overseas edition of 
China's People’s Daily, indi- 
rect trade between Taiwan and 
China could more than double 
this year to at least USSI bil- 
lion. Last year's figure was 
given as US$560 million, with 
much of the dealing done 
through Hongkong. The report 
criticised the Taiwanese ban on 
direct trade with the mainland, 
which it. said “will get 
nowhere." The newspaper said 
Taiwan’s “old policy of no 
compromise, no contact and no 
negotiations . . . is putting ob- 
stacles in the way of promoting 
trade." — Mary Lee 


Seoul raises budget 
to spur economy 
South Korea has announced 
plans for a supplementary 
budget of Won 257.2 billion 
(US$292.3 million) this year. 
The new expenditures, aimed 
at boosting the country's flag- 
zing economy, will raise the 
udget growth rate from 1984's 
9.9% ato 12.2%. More than 
80% wall be spent on construc- 
tion projects, with much of the 
rest forrural-welfare projects. 
These include loans to heavily 
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indebted cattle farmers 
(REVIEW, 25 July), magy of 
which were promised by ruling- 
party candidates during the 
February elections for the na- 
tional assembly. According to 
government statements, fund- 
ing for the new outlays will 
come from last year’s surplus. 
— Paul Ensor 


Changes planned in 
Malaysian exchanges 
Malaysia s national news- 
agency, Bernama, will begin 
providing current share prices 
from the Kuala Lumpur Stock 
Exchange via computer termi- 
nals next year. Similar plans 
have been mooted for trading 
results from the Kuala Lum- 
pur Commodity Exchange 
(KLCE) — moribund since de- 
faults last year affected nearly 
6,000 palm-oil futures con- 
tracts (REVIEW, 12 July 84). 
At an extraordinary general 
meeting on 10 August, KLCE 
shareholders approved major 
changes to rules on delivery 
and- higher capitalisation of 





trading members in an effort to 
revive sentiment. Among the 
changes will be a new clearing 


house, Malaysian — Futures 
Clearing Corp., capitalised at 
M$10 million (USS$4.1 mil- 
lion), to replace the existing 
Kuala Lumpur Commodities 
Clearing House. — James Clad 


Thailand seeks revenue 
from tax amnesty 
Thailand expects to net an 
additional Baht 1 billion 
(US$37.3 million) from a tax 
amnesty running from 15 Au- 
gust to 30 September. The am- 
nesty covers personal-income, 
corporate and business taxes. 
Tax arrears over the past 10 
years are officially estimated at 
Baht 12 billion, but Baht 5 bil- 
lion of this amount is currently 
under appeal. The amnesty is 
designed partly to offset a 
larger-than-expected revenue 
shortfall.in the current. fiscal 
year (ending 30 September). 
— Paisal Sricharatchanya 
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Mansfield. - 
SAYONARA, MR MANSFIELD 


Long-time US Ambassador to Japan 
Mike Mansfield has signalled US 
President Ronald Reagan that he 
wants to end his tenure and come 
home — reportedly under pressure 
from his wife. The White House is 
canvassing possible replacements 
and, according to well-placed 
sources in Washington, is considering 
naming Robert MacFarlane, 
Reagan's national security adviser, 
to the job. 


ON THE SHELF 


For the third year running, the UN 
General Assembly will shelve the 
debate over Indonesia's takeover of 
the former Portuguese territory of 
East Timor by pigeon-holing it in the 
decolonisation committee — in the 


AFGHANISTAN 
Guerilla rocket attacks hit an army head- 
queers and the Defence Ministry in Kabul. 
iplomats in Islamabad said (73 Aug. ). 


BANGLADESH 

An opposition leader was released from 
detention as part of a plan by President H. 
M. Ershad to restore political activity (// 
Aug.). More than 15,000 lawyers boycotted 
courts to protest against bomb blasts which 
injured of people attending a murder trial 
(13 Aug.). 


INDIA 

The government lifted a 14-month ban on 
foreign journalists entering Punjab. Sus- 
pected Naga rebels in Manipur state killed 
six people and injured two others in raids, 
the United News of India said (9 Aug.). 
Security forces went on alert as Prime Minis- 
ter Rajiv Gandhi began a tour of northeast- 
ern India (72 Aug. ). The government and na- 
tive residents of Assam reached a tentative 
agreement to settle an issue involving alleged 
illegal foreign residents in the state, the Press 
Trust of India said (73 Aug. ). 





hope that the embarrassing dispute 
can be dropped from the assembly's 
agenda permanently. As in the past, 
the reason for inaction will be 
Secretary-General Javier Perez de 
Cuellar's suggestion that because of 
unspecified "recent developments" 
— meaning tacit agreement between 
the parties concerned not to rock the 
boat — the item should be postponed 
for this session. Most UN members 
concede privately that there is 
nothing the assembly can do to 
reverse the takeover. 
Representatives of Fretilin, the East 
Timor guerilla movement, told the 
REVIEW they will yield on this year's 
postponement but would fight any 
attempt next year to delete the topic 
from the assembly's agenda. 


BORDERLINE CASES 


The 18-month-old dispute between 
Thailand and Laos over three remote 
villages on their border is only one of 
several such wrangles between the 
two countries. Thai Foreign Ministry 
officials confirm that there are other 
territorial disputes with Laos along 
their mutual land border, but because 
they have not led to military clashes 
— às has happened in the case of the 
three villages — they have so far been 
kept quiet by both governments. The 
Thais say that if there are moves 
towards a settlement of the much- 
publicised three-villages issue, they 
would like to include the other so-far- 
unidentified territorial disputes. 


The Central Jakarta District Court sen- 
tenced the alleged mastermind of bombings 
of Chinese properties last October to life im- 
prisonment (8 Aug. ). The first Chinese trade 
delegation to visit Indonesia in 18 years ar- 
rived to sign US$300 million worth of agree- 
ments (9 Aug. ). 


JAPAN 

A Japan Air Lines Boeing 747 with 524 
people aboard crashed into a mountain west 
of Tokyo after one of the doors was destroy- 
ed (72 Aug.). 


PACIFIC 

The French National Assembly passed an 
amended bill on the status of New Caledonia 
despite strong opposition from rightwing 
parties (73 Aug. ). 


PAKISTAN 
Hundreds of riot police dispersed protes- 
ters with baton charges and tear gas in Is- 
lamabad after thousands of people rioted to 
pone over the deaths of nine people in a 
izarre killing spree (72 Aug. ). 
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Australian oil explorers have been 
quet considering a joint- l 
evelopment proposal for the Timor 
Sea area (where Indonesian and | 

Australian claims overlap) and see — 

potential tax savings in such a a | 
scheme. Officials from the two | 
countries are to meet in Canberrain — 
September to resume long-running  — 
negotiations on a seabed boundary — 
south of Timor, and are expected to © 
pursue the joint-development idea. 
Some Australian oil men hope such a 
scheme will have an Indonesian 
flavour, because operating under an 
Indonesian production-sharing i 
contract would be more favourable to 
the oil companies than working under 
Australian control with that country’s 
high taxes. l 


ALL RELATIVE 


Hints from Hongkong Government 
officials that the losses at Overseas — — 
Trust Bank and its subsidiary (3 
Hongkong Industrial and 
Commercial Bank “could be as big as- 
Carrian" are continuing to cause ; 
nervousness in sections of the 
financial community in Hongkong  - 
and Southeast Asia. However, a — 
deluge of writs issued by the two 
banks for recovery of loans since they 
were taken over by the governmentin | 
June have not yet revealed any huge 
losses. The claims so far have been 
in tens rather than hundreds of 
millions. 



















A parliamentary committee dominated | 
by the ruling Kilusang Bagong Lipunan party 
rejected an — resolution accus- 
ing President Ferdinand Marcos of graft, 
high crimes and abuse of office (/3 Aug.). 


SOUTH KOREA e 

Police detained nine teachers who had. 
written articles criticaliOf the government's - 
education policies (9 Aug.). About 30 dissi- 
dents staged a sit-in protest for a second day 
to urge the government to withdraw a pro- 
posed new law aimed at curbing anti-govern- 
ment student protests (/3 Aue}. | 


SRI LANKA 
At least 11 people including five police- 
men were killed in a clash with Tamil 
separatists in Northern Province, officials 
said (70 Aug.). | 


THAILAND 

Thai police arrested a senior army officer 
on charges of fraud and violating a govern- 
ment decree banning illegal ee invest- 
ment funds, authorities said 1 0 Aug.). 















! | 
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the official said, the impact on Hong- | 


kong would be significant. Britain 
would be pilloriéd by some Hongkong 

ople for failing to secure a good deal 
or them and also for failing to stop 
Macau from getting a good deal, the of- 
ficial said. When reminded that Hong- 
kong people may not be so selfish or un- 
just, the official insisted that many 
Hongkong people would be extremely 
jealous and upset if Macau did manage 
to get a better deal. 

Besides trying to protect themselves, 
the British move is seen by some Hong- 
kong people as a vote of no-confidence 
in the Sino-British joint declaration on 
the future of Hongkong, since it appears 
to be so worried that many Hongkong 

ople may want to leave the territory 

fore 1997. As things stand, not many 
Hongkong residents will be able to take 
advantage of Portugal's less dis- 
criminatory nationality law. In Hong- 
kong, there are less than 1,000 people in 
the Portuguese community, and many 
of them have acquired other 
nationalities. The president of the 
Hongkong Club Lusitano where local 


4 - vu 1 
a Chinese press delegation from Macau 
that Macanese would be free to choose 
between Portuguese or Chinese nation- 
ality after the territory comes under 
Chinese rule. He said the future Macau 
special administrative region would re- 
gard Macanese as compatriots and they 
would be welcome to stay. Peking's at- 
titude on the. Portuguese nationality 
issue is unclear, but informed sources 
say Chinese leaders would most proba- 
bly welcome any attempt to make it 
more difficult for people in Macau to 
emigrate. Peking is undoubtedly aware 
that some Macau people are anxious 
about the future and may want to leave 
the territory. 

In an interview with the REVIEW, AI- 
meida e Costa promised that even if 
further changes had to be made in the 
nationality law, they would not be re- 
trospective and existing passport hold- 
ers would not have their rights reduced. 
Nonetheless, it is believed that some 
Macau people are already a little ner- 
vous and are having their children's 
births (and even their own, retrospec- 
tively) registered in. Lisbon. No one 


PORTUGAL 


TU 


PORTUGAL 


Re 


PASSAPORTE PARA ESTRANGEIROS 


LT RENZINU 


⸗ 
Almeida e Costa; Portuguese passports: limited say. 


Portuguese have been meeting regu- 
larly since 1866, A. de O. Sales, said this 
group is decreasing in number all the 
time due to emigration, death or total 
assimilation into Chinese society. Those 
who were born in Macau or in Portugal 
sull hold Portuguese passports, and 
their children are entitled to Portuguese 
nationality. "However, the number is so 
small that Portugal should be able to 
take it in its stride, said Sales. 


he British may.not be the only ones 

putting Portugal's relatively liberal 
nationality policy in jeopardy. The next 
could be the Chinese whose principles 
of nationality are based primarily on ra- 
cial assumptions. According to the 
Chinese nationality law and the prece- 
dent set in the Sino-British joint dec- 
laration on the future of Hongkong, all 
Chinese born in Hongkong and Macau, 
whether they are holders of the BDTC 
passports or Portuguese passports, are 
considered Chinese nationals. 

Last month, the deputy secretary of 
the Chinese State Council's Hongkong 
and Macau Affairs Office, Li Hou, told 
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scems very sure what this will achieve 
except there is a hope that it will provide 
an added insurance in the event that 
Portugal changes its nationality law as a 
result of sacrificing the rights and con- 
cerns of its Macau citizens to its rela- 


tions with other EEC members, or 
China. 

According to Macau Secretary for 
Administration Maria Adelina de sa 
Carvalho there was an increase in the 
number of late birth registrations when 
discussions on the future of Hongkong 
began. A special department had to be 
created to cope with the demand. So 
far, more than 7,000 people have 
applied. But only those with adequate 
proof that they were born in Macau be- 
fore 1981 can acquire Portuguese na- 
tionality. When Portuguese President 
Antonio Ramalho Eanes visited Macau 
in May, he received a detailed briefing 
on the nationality issue from Sa Car- 
valho, who warned that it could be one 
of the most difficult problems in the 
Sino-Portuguese negotiations on the fu- 
ture of Macau due to be held next 
year. Oo 


— — 


A Portuguese 








farewell... 


acau Governor Vasco de 

Almeida e Costa has taken the 
Chinese leadership to task for re- 
peatedly making unilateral state- 
ments on the future of Macau and 
has hinted that Portugal may be im- 
patient to have done with its last 


overseas responsibility. 
In July, the secretary of the 
Chinese State Council's Hongkong 


and Macau Affairs Office, Lu Ping, 
told a group of Japanese journalists 
China would take back Macau at 
the same time it takes over Hong- 
kong, that is, in 1997, 

“The Chinese have spoken too 
much," Almeida e Costa told the 
REVIEW. “Portugal has not said 
anything in public. We will only 
speak when the time is ripe, that is, 
during the negotiations. There is a 
lot to be discussed, including the 
time of the changeover. Must we go 
to the negotiating table to take the 
Chinese orders because China is 
such a powerful country? After 500 
re of colonial rule, we are tired. 

aybe we cannot wait for 12 years. 
We can leave within one or two 
years. Why should we stay for the, 
period the Chinese dictate to us?" 

Lu's comment has also attracted 
criticism in the Chinese press. 
Some accused him of TOME onte 
lomatic and impolite to the Por- 
tuguese. They said Macau should 
have a longer transition period than 
Hongkong because of the more 
intractable problems of nguage, 
legal system and localisation of 
civil service. 

Lu's other remark about the 
overriding importance of gambling 
to the Macau economy has also ruf- 
fled some feathers. Lu said gambl- 
ing would definitely be allowed to 
continue after the Chinese take- 
over because Macau does not have 
other forms of industry. *Without 
gambling, Macau cannot continue 
to survive," Lu said, 

Some Macau businessmen were 
furious with Lu's ignorance, though 
government figures suggest gambl- 
ing was responsible for around 42% 
of Macau's total revenues last year. 
The comment on gambling was 
omitted from a full transcript of the 
interview published in the Hong- 
kong pro-Peking Chinese-language 
newspaper Wen Wei Po, but was 
carried in the Macau pro-Peking 
Macau Daily News. It appeared the 
Macau communists were aware 
that Lu had made a mistake and did 
not try to cover it up. — Emily Lau 
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| stay in hotels all over the world, 
so | need a Card that's accepted worldwide. 












When you're a member of , 
Diners Club, you belong to 
The World Club— the Club 
designed to meet your.neec 
as a frequent traveller. A 
Club member, you'll fing 
warm welcome at a varie 
of hotels around the world 
including every major chai 

And that's just one of @ 
world of services, from — 
emergency cash to 
automatic flight insurance. 
No wonder millions of 
travellers enjoy the privileges 
and services of The World Club. 


DINERS CLUB 
INTERNATIONAL 


THE WORLD CLUB 
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With the average age of our aircraft a mere two years, we have the most modern fleet in the world. Wh 





WE HAVE JUST ACQUIRED 
ABILLION DOLLARS OF BIG TOP 7475, 
B757s AND A310s. 


AND AVINTAGE PORT DECANTED 
INTO WATERFORD CRYSTAL. 


"EA ^ — | 
—“ | SINGAPORE AIRLINES 
e — 
‘advanced age of our port complements a standard of inflight service that even other airlines talk about. 





PHILIPS ADDS NEW DIMENSION 


Design; Oscar Reutersvand 











Jt st think OH you can achieve over the telephone line. 
x You can talk over it, send data, text and images along it. You 
E: ar n talk from country to country. From one computer to another, 
^ or B indreds of others. 
| Information can be digitized, encoded and encrypted. 
E It can be sent along lines of wire, along optical fibres - even 
— bounced off satellites. 
E The possibilities, like our efforts, are endless. 


THINK ALONG NEW LINES. 


| For us, thinking along new lines means coming up with a 
— constant stream of innovative products and concepts. 
E Concepts that break both the bounds of imagination and the 
E - barriers to communication. 

p Products to keep people in touch and informed. 
From the simplest telephone handsets to digital 
— communication systems, private international networks - and 
satellite communications. 











E ope 


It's all part of our total systems approach w e Cà 
Sophomation; an open concept which. €: nore c ioi JOTS 
in the world of information management. em — 
Indeed, with Philips, adding new dimensions to Eus | 
becomes a very simple matter. EC pe xi 
Once you think along our lines. — $ Ev. "The totals 


PHILIPS, P.O. Box 32. 1200 JD Hilversum. The | i 
Tel ications 





SAMSUNG 


Only three countries in the world make 
the 256K D-RAM. 
Samsung made Korea #3. 

That’s just one example of the commitment to 
high technology that is at the heart of Samsung 
today. 

It’s a commitment to the future. 

Take a look at those industries with the most 
assured potential for future growth and in many 
cases you'll find Samsung is already there. In 
recent years we've 
strategically posi- 
tioned ourselves in 
industries such as 
semiconductors, 
fiber optics, genetic 
engineering, com- 
puters, shipbuilding, 
industrial machin- 
ery, and aircraft. 


Samsung 
ranked 38th 
on the 1985 
Fortune 500 
list of com- 
panies based 
outside theUS. 


Bigness itself 
is not an end- 
goal at Samsung, 
but it does give 
us certain advantages. The financial and human 
resources Our size puts at our disposal enables us 
to react quickly to market opportunities, 
establishing a presence in challenging new in- 
dustries rapidly. Much the way we did in the air- 
craft industry, going from initial investment in 
1977 to development and production of Korea’s 
first locally-made jet engine in 1982. 








Just the Facts 





26 member companies—one team. 

When you deal with the 26 member companies 
of the Samsung Group, you deal with a 100,000 
member team. A team where related industries 
reinforce and strengthen each other for greater 
efficiency and productivity. 


35% average growth from 1977-1984. 
Sound growth even in periods of global reces- 
sion have made Samsung a stabilizing force in 
domestic business and 
a favored partner for 
international ventures. 
Group exports 
accounted for 14% 
of total exports from 
Korea in 1984 and net 
sales accounted for 
9.5% of Korea’s GNP 
jin the same year. 



























Business part- 
ners on four 
— continents. 

Samsung people 
have the ex- 
perience, expertise 
and motivation to make 
partnerships work 
around the globe. We're 
involved today with 
friends on four con- 
tinents in mutually 
beneficial projects that 
include technology 
exchanges, joint manufacturing, and overseas 
resource development. 

Our list of associates includes names like ITT, 
GE, Chrysler Corp., UTC, Corning Glass Works, 
AMOCO, SEIKO, and HEWLETT-PACKARD. 


Leading Korea into the future 


ÉN SAMSUNG 


Represented by Samsung Co, Ltd. C.PO. Box 1144 Seoul, Korea Tel: 7721-1114 Telex: STARS 
K23657/K23302/K23169 Cable Address: STARS SEOUL 


When the Norwegian Telecommunications Administration wanted to 
modernize the country s phone — they looked ahead to the kind of 
system they ll need in the 
future. 

They saw that any system 
they install now would have to 
w8 easily take on new features 

*Y when new technology comes 
along. Without disturbing the 
J architecture of the system. 

Which is why the pro- 
gressive Norwegians saw 
the need for over a half- 
million equivalent lines of 
ITT System 12^" 

In an open competition, 

3 System 12 was Norway's 
choice over international com- 


ITT System 12 is everything Norway | ?? €^ like L.M. Ericsson, 
wants in a digital phone system today. ^! ! Alcatel, Northern Telecom 
And tomorrow. and NEC. 
Because System 12 is the 
one fully digital switching network with the flexibility—in its capacity 
and operation—to help Norway's telecommunications grow well into the 
next century. 

How? 

With fully distributed control, a patented feature of System 12. 

It controls voice and data traffic, simultaneously, with many individual 
microprocessors, instead of a central computer. And handles both with 
equal ease. 

So the system expands simply and economically For more lines or 
more services. 

System 12's unique digital switch is a product of $875 million in 
research and development by ITT engineers worldwide. 

This contract makes Norway one of 21 countries that have ordered 
System 12. 

When you consider all that System 12 will do for Norway s telecommu- 
nications today, imagine what it will do years from now. 





LE RAFFINEMENT : 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 
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At over 40 Meridien hotels San Francisco, New Orleans, 
around the world you can Montreal, Rio, Guadeloupe, 
experience what we proudly call Bahia and Martinique. 
Le Raffinement. EUROPE/MIDDLE EAST: AFRICA: Brazzaville, Douala, 
ASIA/PACIFIC: Hong Kong, Paris, Lyon, Tours, Abu Dhabi, — Gisenyi, Kigali, Luanda, Dakar, 
Hong Kong/ Airport, Singapore, Athens, Milan, Porto, Lisbon, Port Gentil, Mauritius and 
Changi /Singapore, Tokyo and Tunis, Lattakia, Palmyra, Nice, Reunion. 
Colombo. Damascus, Al Khobar/Dhahran. You can also look forward to 
THE AMERICAS/CANADA: Cairo, Baghdad, Mohammedia, ^ experiencing Le Raffinement in 
New York, Boston, Houston, Jeddah, Sharjah , Kuwait and Vancouver, Delhi, Taipei, 
Los Angeles / Newport Beach, Khartoum. Aleppo and Cairo/ Heliopolis. 


For reservations, contact your travel agent or phone:— Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 
008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkok 234-7877, Manila 815-4946, Seoul 
755-8945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 485-738. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 




















€ SOME very sensible words on the 
press from Chinese party General Sec- 
retary Hu Yaobang recently. “We 
hold,” said Hu, “that the mainstream of 
soctalist society is bright and at the same 
time there is a seamy side of things. We 
do not deny the existence of the seamy 
side, but it is a non-essential side of 
things in a socialist society. In a large 
country like ours, it would be very easy 
for someone to collect 100 scandals each 
day and publish them in the newspapers 
. . The newspaper would show a 
thoroughly dark picture of our country. 
Each of the stories may be true, [but 
they would not] represent the entire scene 
of life in socialist China." Right on! 
€ A DIPLOMATIC "deep throat" in 
Peking sends me the text of a note distri- 
buted by the Albanian Embassy in 
June, recording a protest made by AI- 
bania to its neighbour Yugoslavia, 
about the “disappearance” (actually de- 
fection) of two athletes. It is worth re- 
cording in full: 


€ As it has been made known to the 
‘ugoslay embassy in Tirana through 
No.722 dated May 29, 1985, on 

[91 S at about 7.00 1 * 


















S eksa 

p lal dl ins had ica n part d in 
the ‘European: weightlifting champion- 
in Poland and while returning to 
were in. transit through the 
slav. territory, in the Belgrade- 
) rad-Han i i Hotit itinerary. 

he man in charge of the Albanian 
team asked for aid from the police au- 
thorities of the city of Titograd for the 
disappearance of the two sportsmen. 
Concerning this question the Albanian 
embassy in Belgrade has repeatedly ad- 
dressed itself to the Federative Sec- 
retariat for the Foreign Affairs of 
Yugoslavia on May 28,29 and 30,1985. 
Likewise, the ministry of Foreign Af- 
fairs of the People's Socialist Republic 
of Albania through the note addressed 
to the Yugoslav embassy in Tirana 
asked the Federative Secretariat for the 
Foreign Affairs of Yugoslavia that 
through the competent organs to in- 
quire into the matter what has occurred 
to the two said sportsmen and adopt the 
necessary measures that they return im- 
mediately to Albania. 

Although nearly three days have 
gone by from the announcement on the 
disap} 'earance of the two Albanian citi- 
zens in the Yugoslav territory and de- 
spite the repeated requests the Yugos- 
lav side has not yet given explanation on 
their luck. — 

The disappearance in Titograd of 
the / Albanian s J— Aleksander 
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| thorities, have aroused a great concern | 


about their lives. | 
The situation arisen on the two Aiba- 


| nian sportsmen cannot fail one to jump | 


at the conclusion that we have to do with 
a grave political act perpetrated by set 
forces, which want to harm the Alba- 
nian- Yugoslav relations. 

The Yugoslav authorities are fully 
responsible for what was said above. 
Formulating its energeic protest, the 
ministry of Foreign Affairs demands the 
guarantee of the lives of the two. Alba- 
nian sportsmen and their immediate re- 
turn to Albania. 9 


€ SOMETHING very peculiar has 
been occurring on the Tibetan side of 
Mount Everest. According to a recent 
Reuter dispatch from Anthony Barker, 
villagers living in Zhangmu, on the 
Tibet-Nepal border, have not spotted a 
yeti or “abominable snowman” for gen- 
erations, though a local trade official 


Guo Shenbao believed that one was | 


spotted back in the 1950s by patrolling 
units of the People’s Liberation Army. 
Guo's story went like this: “A guard 
spotted a figure with long head-hair al- 
ternately walking and crouching as it 
stealthily approached his post. He as- 
sumed it was one of the prostitutes who 
used to sneak in from Nepal to satisfy 
the desires of frontier residents and 
dropped his rifle to try and arrest her. 


He seized her in the darkness, feeling E 


what seemed to be a fur coat and drag- 
ged her towards the guard house. But 
she broke away down a steep gorge 
which no human could have scaled. Her 
footprints, found in the morning. were 
not those of a human." 

The reactions of the Kathmandu a au- 
thorities were not recorded, but they 
cannot have been pleased that a 
Chinese soldier mistook an abominable 
snowman for a Nepalese lady, albeit 
one of easy virtue. 

e SEE Foon Koppen, who works fora 
certain. well-known chain of hotels, 

sends a sign outside an establishment in 
Lukla, Nepal, a seven-day trek up the 
Mount pu — — Kathmandu: 





It is, See Foon assures me, not the 
latest acquisition by her company. Itof- 


fers no heat, no lights, no running 
water, no toilets, and accepts no credit 
cards. The food, however, is good, 
cooked inside over an — fire, though 
it lacks a chimney, and the equivalent of 
US$1.40 buys the customer.a. large 
plateful. of yak steak and chips. The 


room rates are also very reasonable: 26: 


US cents per night if you eat there; 38 US 





| two hurricanes, Eric and Nigel (1 was: 


if you bring your own food. 














-@ EARLIER this year, Fiji was 






ways against giving men's names 
tropical storms, and some of the nam 
selected seem rather inappropriate 
Dennis Fowler sends this photograp 
the damage caused by Eric to the 
Eus n Gardens on Suva 





































The notice on the right reads: “Pick 
ing of flowers and uprooting of plants 
strictly. prohibited," and is signed by 
order of the Suva Town Council. Obvi 

ously, Eric couldn't read — or provide 
a nice Hlustration of nature’s total di 
spect for bureaucracy. 
6 A VISITOR to Suva on board a crui 
| Ship earlier this year. Alec Shaw ( 
merly of Hongkong. now living in A 
_ tralia), photographed a puzzling no 
on Bone dockside: 



































Hea was never able to find out w 
had been stuffed in the first place- 
| what the workmen were supposed to. 
unstuffing. Can any reader clarify mat 
ters? aS 
e LIFE on the islands of the Pacific h 

its own charming. pace: sometimes it^ 
easy to forget what day of the week itis. 
That apparently applies to the editor of. 
Guam's Pacific Daily News which on 12- 
March this year greeted its front-page 
readers with a cheery salutation: 





















Hafa Adai its Wednesday 







Trouble was, 12 March was a Tues- 
day, even in Guam. 
@ FINALLY, an Italian-made cleansifi 
spray purchased by Joseph Yu, whict 
appears to adapt to both booze and pot: 


it washes and wipes off | 


glasses and other smooth | 
surfaces, with spray. 

The container that can be 
taket to pieces permits the 
filling with water, with even- 
tual joint of alcohol or other 
. | liquids for glasses. 










































| DADIIA NIC ALUMEA — A ee ey Ser aes Lar 


AWork of Art. 








TWELVE / YEARS OLD 


- George Ballantine & Son Limited 





that the rises in European productivity and profit have no- 
thing whatever to do with any reckless stimulus by govern- 
ments. In fact, public finances have not been managed with 
such consistent restraint since before the 1970s. Public-sector 
deficits as a proportion of GNP have been consistently re- 
duced. 

Equally restrained have been money supply and inflation. 
Consumer prices in the EC rose an average 12.8% in 1980. 
They are expected to rise only 5?6 in the current year. The 
growth is therefore not running into an inflationary “blow- 
out." And with the price of oil looking weak, there seems to 
be little chance of European growth being hit on the head by 
another oil-price shock, as happened in 1974 and 1980. 

Another reason for confidence has been the trade bal- 
ance. Europe has recovered steadily from the 1980 oil shock 
and now most of its countries have current-account surpluses. 
West Germany has made a spectacular turnaround, from a 
current-account deficit of Dm 28.6 billion (US$10.2 billion) 
in 1980 to a Dm 17.7 billion surplus in 1984. 

On the political front, a running sore in Europe in the 
early 1980s was the angry argument over Britain's contribu- 
tion to the EC budget. No summit of the EC leaders could 
take place without the divisive issue being at or near the top 
of the agenda. Britain was regarded by some other members 
of the EC as a pariah, lacking in true "European spirit." The 

ressure on Britain to compromise was immense. Thatcher 
veld out for a deal on the budget which would 
be acceptable to Britain for the long term and 
in the end she got it. Now the EC is in a posi- 
tion to address the more fundamental prob- 
lems such as containing the cost of its com- 
mon agricultural policy. 

The EC still has its failings. But these fail- 





ON OTHER 
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of one of the EC's main original objectives: a large internal 
market which could be the basis for substantial Europe-wide 
companies, able to compete on a world scale. 

The EC has to had to abandon some of its idealistic 
dreams of political union, but it is increasingly pragmatic and 
effective. As a trading negotiator on behalf of more and more 
countries, it is becoming very powerful. 


nother political change has been happening so gra- 
dually that it could pass without notice. The end of 
Europe's role as a colonial power has taken place over 
the past few decades rather than years. But the effect of this 
change is still seeping through. For many of the post-war 
years, European countries were trying to maintain colonial 
roles which cost a great deal of money and brought down 
much criticism on European governments, They were a drain 
on Europeans' pockets, their moral sense of themselves, 
their talents and their willpower. 

In 1968, the students of Paris were throwing cobblestones 
at their police force. One of many complex factors at work 
was revulsion at the colonial role which France had under- 
taken in Vietnam and which had been, as it were, passed on to 
the Americans. France also had a record of trying to hold on 
to its Algerian colony with violence that went over into tor- 
ture. 

Britain, the Netherlands and Portugal were other Euro- 
pean countries which, in the course of the 30 
years after World War II tried to retain con- 
trol of distant countries using force. As long 
as they succeeded they suffered the unease of 
wondering if they were acting honourably. 
And when they found they had to give way, 
they inevitably felt a sense of failure and 


ings are not so bad that they have deterred The Competitors — 53 loss. 
Greece, Spain and Portugal from wanting to Protectionism 56 Now there are very few colonies left. 
join. Greece joined in 1984, while Spain and The Japanese View 58 There have been a few further acts of disen- 
Portugal have successfully completed their gagement of greater or smaller importance in 
negotiations and will soon officially be part of Technology — ——— 61 Hongkong. Macau, Brunei and Zimbabwe. 
the community. Status Symbols — 62 But more important has been the way the 
The thrust of EC policy is beginning to re- The Professionals — 64 simple passage of time has enabled the 
flect the changed mood of the individual Direet Inivestiment — 68 wounds to heal. A new generation is growing 
countries. No longer are subsidies to “sun- | up which has no experience of Europe's 
set" industries and support for agricultural The Expatriates — 73 former worldwide power. It has neither emo- 
prices at well above world levels seen as the China 79 tional pride to cling to nor guilt to hold it 
top priorities. Instead, the priority now is on Asean-EC Links —— 84 back. 
such things as the elimination of barriers to Asians in Europe — 88 All these developments present a Europe 


trade within the EC. Truck drivers crossing 
continental borders have to fill in voluminous 
forms. Such barriers prevent the realisation 
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finally finding and accepting a new role. It is 
not as big a role as it once was, but there is à 
better chance of filling it well. For the time 





| 


| 
| 








zu 





51 


Ut 











NEW 3-ENGINE PROFIT CENTER: THE MD-11X 


The bottom line-and how to improve net profit- 
is of major concern to every airline. The flexible, 
fuel-efficient MD-11X is born of just such 
concern. 

Its seat mile costs promise to be substantially 
below those of the 767 and operating costs for 
the MD-11X will be 35% lower than those 
of the 747 while maintaining comparable 
seat mile costs. 

It will have a bigger cargo capacity than either 
aircraft-and, after accommodating passenger 
baggage, will have 57% more cargo capacity 
than the 747. 

To convey the size and capabilities of the 
MD-11X, a comparison with our DC-10-30 may 
help: the MD-11X fuselage will be 22 feet longer; 
it will comfortably welcome 54 more passengers 
(that's 331, mixed class); it will have new high- 


efficiency engines, and its range will be increased 
to over 6,000 nautical miles. 

Much will be new on the flight deck. The flight 
management system, the cathode ray tube dis- 
plays, the digital autopilot-all are state of the art. 
Most important, by automating flight engineer 
functions, the cockpit crew will now be two, 
further reducing operating costs. 

Main cabin interiors have been redesigned as 
well with many passenger-pleasing features. 
Travelers will discover larger storage compart- 
ments throughout plus new overhead bins for 
those seated in the center sections. 

The new MD-11X. It blends advanced tech- 
nology with proven reliability. 


MCDONNELL 
DOUGLAS 
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With the large BMWs 
automotive 
technology steppe 
into the future. 


Now, with their 
‘executive’ versions, 
motoring luxury 
travels 

the same route. 


The large BMW 7-Series cars are famous 
all over the world for their unrivalled wealth 
of exceptional qualities. 

Even so, perhaps their most remarkable 
feature is the way in which they so 
successfully realise a highly individual 
and very unusual concept: status through 
progress, instead of status for its own 
sake. 

This completely different attitude towards 
exclusive car production hasn'tjust 
earned them their reputation as leaders in 
technology, even amongst the very high- 
est class of cars: it has also led to a new, 
progressive and contemporary apprecia- 
tion of the role of "prestige" cars in 
today's society. 

Now, this unique concept has been taken 
another decisive step forward with the 
“executive” versions of the 7-Series range. 


The "executive" BMW 7-Series models: 
perhaps the only cars that can allow them- 
selves so much luxury. 

Because they already represent the 
pinnacle of automotive progress. 





At BMW the word exclusive has always 
meant “extra ordinary”. Especially from a 
technological point of view. 

And scarcely any other car on the road 

can justify this claim as completely as the 
BMW 7-Series. 

Which we believe is reason enough to 
complement these cars’ unique technolo- 
gical base with the kind of luxurious interior 
you'd normally only associate with a very 
few, very expensive, one-off customised 
limousines. 

The new “executive” fittings combine high 
quality materials, like the finest buffalo 
hide and precious seasoned woods, with 
a dedication to the highest standards of 
hand-worked craftsmanship that’s obvious 
in the smallest detail. 

The net result is a level of motoring refine- 
ment which can only be described as 
truly "extraordinary", even when judged 
against the most critical criteria. 


BMW “executive” luxury: created for 
people who want to drive the best of both 
worlds — unrivalled technology plus 
luxury in the grand manner. 


True exclusivity has always been marked 
by a sense of restraint and dignity. 
Equally, intelligence rarely goes hand in 
hand with affectation. 


Those are two more reasons why th 
“executive” BMWs are such typical 
solutions: as little as possible on the 
side, but inside much more than the 
The ideal balance between classical 
progressive exclusivity. In short, 
the contemporary wa ravel first 
The “executive” W rs create 
that same small, exclu group of p 
who make up the world’s most disce 
drivers. And who can afford themse 
the rare luxury of the understatemen 
most emphatic form. 

People who, therefore, are playing th 
partin giving luxury motoring acom 
pletely new meaning and relevance 
The "executive" 7-Series BMWs off 
sum of unique, high quality features 
can hardly be described in detail he 
Their flair for the exceptional has to 
perienced to be believed. 


So why not have a quiet word with yo 
BMW dealer in the very near future o 
the very least, contact your relevant 
dealer for further information? 


Model and equipment availability in the BMW 
national range may vary from country to cou 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 49% 


Brunei: Performance Company Ltd., Bandar $ 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Ltd 
Tel.: 3-7145271 


Indonesia: P.T. Tjahja Sakti Motor Corp., Jaka 
Tel.: 326939 


Korea: Kolon international Corp., Seoul, Tel.: 


Malaysia: BMW Concessionaires (M) Sdn. Bh 
Kuala Lumpur, Tel.: 03/418555 


Philippines: Hahn Manila, Manila, Tel. 741280 
Singapore: Performance Motors Ltd., Tel.: 46 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153 101 


Thailand: Continental Auto Centre Co., Ltd., B 
Tel.: 214-2521 





Norway 
Just chose 


And years 
from now. 





When the Norwegian lelecommunications Administration wanted to 
modernize the country s phone a they looked ahead to the kind of 
system they ll need in the 
future. 

They saw that any system 

ZEE they install now would have to 
ema easily take on new features 
Y when new technology comes 
along. Without disturbing the 
J architecture of the system. 

Which is why the pro- 
gressive Norwegians saw 
the need for over a half- 
million equivalent lines of 
ITT System 12?" 

In an open competition, 
System 12 was Norway's 
choice over international com: 


ITT Svstem 12 is evervthi Norwa panies like L.M. Ericsson, 
Loss ie digital Mie bn indes CIT Alcatel, Northern Telecom 
And tomorrow. and NEC. 
Because System 12 is the 
one fully digital switching network with the flexibility—in its capacity 
and operation—to help Norway's telecommunications grow well into the 
next century. 

How? 

With fully distributed control, a patented feature of System 12. 

It controls voice and data traffic, simultaneously, with many individual 
microprocessors, instead of a central computer. And handles both with 
equal ease. 

So the system expands simply and economically For more lines or 
more services. 

System 12's unique digital switch is a product of $875 million in 
research and development by IT T engineers worldwide. 

This contract makes Norway one of 21 countries that have ordered 
oystem 12. 

When you consider all that System 12 will do for Norway's telecommu- 
nications today, imagine what it will do years from now. 
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At over 40 Meridien hotels San Francisco, New "—— á L. E esti 
around the world you can Montreal, Rio, Guadeloupe, * 


experience what we proudly call Bahia and Martinique. 





Le Raffinement. EUROPE/MIDDLE EAST: AFRICA: Brazzaville, Douala, 
ASIA/PACIFIC: Hong Kong, Paris, Lyon, Tours, Abu Dhabi, ^ Gisenyi, Kigali, Luanda, Dakar, 
Hong Kong/Airport, Singapore, Athens, Milan, Porto, Lisbon, Port Gentil, Mauritius and 
Changi /Singapore, Tokyo and Tunis, Lattakia, Palmyra, Nice, ^ Reunion. 

Colombo. Damascus, Al Khobar/Dhahran, You can also look forward to 
THE AMERICAS/CANADA: Cairo, Baghdad, Mohammedia, ^ experiencing Le Raffinement in 
New York, Boston, Houston, Jeddah, Sharjah, Kuwait and Vancouver, Delhi, Taipei, 

Los Angeles / Newport Beach, Khartoum. Aleppo and Cairo/ Heliopolis. 


For reservations, contact your travel agent or phone: — Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 
008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkok 234-7877, Manila 815-4946, Seoul 
755-8945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 485-738. 
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€ SOME very sensible words on the 
press from Chinese party General Sec- 
retary Hu Yaobang recently. "We 
hold," said Hu, "that the mainstream of 
socialist society is bright and at the same 
time there is a seamy side of things. We 
do not deny the existence of the seamy 
side, but it is a non-essential side of 
things in a socialist society. In a large 
country like ours, it would be very easy 
for someone to collect 100 scandals each 
day and publish them in the newspapers 
. The newspaper would show a 
thoroughly dark picture of our country. 
Each of the stories may be true, [but 
they would not] represent the entire scene 
of life in socialist China." Right on! 
€ A DIPLOMATIC “deep throat" in 
Peking sends me the text of a note distri- 
buted by the Albanian Embassy in 
June, recording a protest made by AI- 
bania to its neighbour Yugoslavia, 
about the “disappearance” (actually de- 
fection) of two athletes. It is worth re- 
cording in full: 


€ As it has been made known to the 
Yugoslav embassy in Tirana through 
the Note No.722 dated May 29, 1985, on 
May 28, 1985 at about 7.00 hrs in the 
morning in Titograd there were disap- 
peared suddenly the two Albanian 
sportsmen Aleksander Kondon and 
Xhelal Sukniqi, who had taken part in 
the European weightlifting champion- 
ship in Poland and while returning to 
Albania were in transit through the 
Yugoslav territory, in the Belgrade- 
Titograd-Han i Hotit itinerary. 

The man in charge of the Albanian 
team asked for aid from the police au- 
thorities of the city of Titograd for the 
disappearance of the two sportsmen. 
Concerning this question the Albanian 
embassy in Belgrade has repeatedly ad- 
dressed itself to the Federative Sec- 
retariat for the Foreign Affairs of 
Yugoslavia on May 28,29 and 30,1985. 
Likewise, the ministry of Foreign Af- 
fairs of the People's Socialist Republic 
of Albania through the note addressed 
to the Yugoslav embassy in Tirana 
asked the Federative Secretariat for the 
Foreign Affairs of Yugoslavia that 
through the competent organs to in- 
quire into the matter what has occurred 
to the two said sportsmen and adopt the 
necessary measures that they return im- 
mediately to Albania. 

Although nearly three days have 
gone by from the announcement on the 
disappearance of the two Albanian citi- 
zens in the Yugoslav territory and de- 
spite the repeated requests the Yugos- 
lav side has not yet given explanation on 
their luck. 

The disappearance in Titograd of 
the Albanian sportsmen, Aleksander 
Kondo and Xhelal Sukniqwi, provided 
with regular Yugoslav visa as well as the 
strange silence of the Yugoslav au- 
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thorities, have aroused a great concern 
about their lives. 

The situation arisen on the two Alba- 
nian sportsmen cannot fail one to jump 
at the conclusion that we have to do with 
a grave political act perpetrated by set 
forces, which want to harm the Alba- 
nian- Yugoslav relations. 

The Yugoslav authorities are fully 
responsible for what was said above. 
Formulating its energeic protest, the 
ministry of Foreign Affairs demands the 
guarantee of the lives of the two Alba- 
nian sportsmen and their immediate re- 
turn to Albania. 9 


€ SOMETHING very peculiar has 
been occurring on the Tibetan side of 
Mount Everest. According to a recent 
Reuter dispatch from Anthony Barker, 
villagers living in Zhangmu, on the 
Tibet-Nepal border, have not spotted a 
yeti or “abominable snowman” for gen- 
erations, though a local trade official 
Guo Shenbao believed that one was 
spotted back in the 1950s by patrolling 
units of the People’s Liberation Army. 

Guo’s story went like this: “A guard 
spotted a figure with long head-hair al- 
ternately walking and crouching as it 
stealthily approached his post. He as- 
sumed it was one of the prostitutes who 
used to sneak in from Nepal to satisfy 
the desires of frontier residents and 
dropped his rifle to try and arrest her. 
He seized her in the darkness, feeling 
what seemed to be a fur coat and drag- 
ged her towards the guard house. But 
she broke away down a — gorge 
which no human could have scaled. Her 
footprints, found in the morning, were 
not those of a human." 

The reactions of the Kathmandu au- 
thorities were not recorded, but they 
cannot have been pleased that a 
Chinese soldier mistook an abominable 
snowman for a Nepalese lady, albeit 
one of easy virtue. 

e SEE Foon Koppen, who works for a 
certain well-known chain of hotels, 
sends a sign outside an establishment in 
Lukla, Nepal, a seven-day trek up the 
Mount Everest trail from Kathmandu: 


It is, See Foon assures me, not the 
latest acquisition by her company. It of- 
fers no heat, no lights, no running 
water, no toilets, and accepts no credit 
cards. The food, however, is good, 
cooked inside over an oe fire, though 


it lacks a chimney, and the equivalent of 
US$1.40 buys the customer a large 
plateful of yak steak and chips. The 
room rates are also very reasonable: 26 
US cents per night if you eat there; 38 US 
cents per night if you bring your own food. 





€ EARLIER this year, Fiji was hit by 
two hurricanes, Eric and Nigel (1 was al- 
ways against giving men's names to 
tropical storms, and some of the names 
selected seem rather inappropriate). 
Dennis Fowler sends this photograph of 
the damage caused by Eric to the 
Thurston Botanical Gardens on Suva: 





The notice on the right reads: *Pick- 
ing of flowers and uprooting of plants is 
strictly prohibited," and is signed by 
order of the Suva Town Council. Obvi- 
ously, Eric couldn't read — or provided 
a nice illustration of nature's total disre- 
spect for bureaucracy. 

€ A VISITOR to Suva on board a cruise 
ship earlier this year, Alec Shaw (for- 
merly of Hongkong. now living in Aus- 
tralia), photographed a puzzling notice 
on the dockside: 





"S M" 





He was never able to find out what 

had been stuffed in the first place or 
what the workmen were supposed to be 
unstuffing. Can any reader clarify mat- 
ters? 
e LIFE on the islands of the Pacific has 
its own charming pace: sometimes it's 
easy to forget what day of the week it is. 
That apparently applies to the editor of 
Guam's Pacific Daily News which on 12 
March this year greeted its front-page 
readers with a cheery salutation: 


cre Wednesday | 


Trouble was, 12 March was a Tues- 
day, even in Guam. 
è FINALLY, an Italian-made cleansing 
spray purchased by Joseph Yu, which 
appears to adapt to both booze and pot: 





It washes and wipes off 
glasses and other smooth 
surfaces, with spray. 

The container that can be 
taket to pieces permits the 
filling with water, with even- 
tual joint of alcohol or other 
liquids for glasses. 










CAMBODIA 


Forced human bondage 


Civilians are made to work on the Thai border 


By John McBeth in San Ro Changan 


Fem Rattanakiri and Preah Vihear 
provinces in the north and northeast 
to Pursat in the west, tens of thousands 
of Cambodians are being pressed into 
“national defence work” — a 
euphemism for an ambitious Vietnam- 
ese plan to seal the Thai border and cut 
off supply and infiltration corridors for 
Khmer resistance fighters operating in 
the interior. 

Diplomats, who have confirmed the 
reports, have been unable to give any 
firm estimate for exactly how many peo- 
ple have been conscripted into forced 
labour gangs, but a doctor who recently 
defected from Phnom Penh claims each 
of Cambodia's provinces is committed 
to supplying up to 25-30,000 workers 
over an unspecified period of time to 
build and repair access roads, clear 
jungle, lay minefields, and construct 
elaborate anti-infiltration barriers along 
the  malaria-infested frontier. Con- 
scripts range in age from 18-45 and there 
is general agreement that quotas have 
been established for each district, rang- 
ing as high as 3,000. 

Although work is going on in all the 
border provinces, the heaviest labour 
concentrations appear to be in Preah 
Vihear and in the western areas of Pur- 
sat and Battambang, where the Viet- 
namese are seeking to improve logistic 
lines to military strongpoints close to 
Thai territory. Large numbers of work- 
ers have been struck down by illness, 
and Phnom Penh-based aid personnel 
say in Kompong Chhnang alone 6,000 

ople are suffering from a virulent 
orm of malaria. 

Most analysts feel it is impossible to 
seal the 500 miles of frontier and 
Chinese sources say Khmer Rouge 
transportation columns, carrying am- 
munition and food, are having no prob- 
lems penetrating the interior and sup- 
plying guerillas operating around the 
Tonle Sap lake and as close to 10 miles 
from Phnom Penh. Peking TV is expect- 
ed shortly to release film shot by 
Chinese cameramen who spent several 
months in the Cambodian hinterland 
with the communist resistance. 

In an interview at this refugee evacu- 
ation site, the former deputy director of 
Phnom Penh’s 500-bed Kampuchean- 
Soviet Friendship Hospital, So Saren, 
said the forced labour programme was 
initiated in March 1984 under the super- 
vision of a committee headed by 
Foreign Minister Hun Sen and compris- 
ing a senior Vietnamese adviser and 
vice-ministers from each of the minis- 
teries in the Hanoi-backed Heng Sam- 
rin government. 








He said the first conscripts were 
mainly from frontier areas, many of 
whom were put to work clearing brush 
and upgrading roads on the western 
fringes of Phnom Malai, the then 
Khmer Rouge stronghold, and also 
further north at the approaches to the 
three Khmer People’s National Libera- 
tion Front (KPNLF) camps. It was this 
that first alerted analysts to the planned 
scope of the last dry season offensive 
when Vietnamese troops rolled over a 
succession of resistance encampments 
(REVIEW, 6 Dec. '84). 

Extensions were also made to a sys- 
tem of mine-seeded trenchworks and 
barbed wire entanglements running 
parallel with the border from north of 
the KPNLF's former Ampil stronghold 
to a point east of Phnom Malai. Begun 
about two years ago, the barricade is de- 
signed to restrict the movement of 
guerillas and Cambodian civilians alike. 
Another early project appears to have 
been the upgrading of the road linking 
Kompong Thom and Preah Vihear to 
facilitate the movement of military 
supplies, 

So claims that after the job was com- 
pleted, families in Preah Vihear were 
relocated along both sides of the road — 
a tactic also employed by the French 
during colonial days to guarantee that 
guerilla attacks on the road would in- 
volve the civilian population and either 
discourage them or help alienate the 
people trom the guerillas. 

The same relocation strategy also 
seems to have been applied to Highway 


By Paul Quinn-Judge in Bangkok 


Tu Khmer Rouge have told their 
allies that they plan to launch attacks 
in the area of Phnom Penh in the near 
future. In the past Khmer Rouge pre- 
dictions have not always been followed 
by action. This year, however, all three 
members of the Democratic Kam- 
puchea coalition government are under 
pressure from Asean to pull off what 
one senior coalition official calls a coup 
d'eclat — a spectacular military action 
that would restore faith in the coalition 
government. 

The proposed attacks will take the 
form of sabotage and small-team opera- 
tions directed against military targets 
and communications facilities in the 
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The sound and fury 


Khmer Rouge need drama to restore their battered image 


56, between Moung Russei on Route 
Five and the upper reaches of the 
Matoek River on the western border; 
Thai intelligence sources say about 
10,000 workers were brought in to im- 
prove the road and also to clear jungle 
sometimes up to 500 m on either side. 
Sources close to the Khmer Rouge say 
concentrations of people have been 
forced to resettle along the highway and 
that resistance columns have reported 
finding a large number of abandoned 
villages in the area, 


ources say that the four waves of la- 

bour conscripts sent to the border so 
far (the last was in April) have returned 
after about three or four months. But 
diplomatic sources are unable to con- 
firm So's claims that when the third 
phase of the programme begins, future 
“volunteers” will receive basic military 
training and be forced to remain perma- 
nently in frontier areas while their 









capital, sources say. Elements of two 
Khmer Rouge divisions will purport- 
edly be involved: one will remain out- 
side the city, acting as a protective 
screen, while the other will send small 
teams into the capital. 

Speaking of the Khmer Rouge plans, 
the sources — close supporters of the 
Khmer Rouge — are careful to stress 
both the modesty of the projected at- 
tacks and the fact that they are only 
plans. “The Khmer Rouge do not have 
the capacity for large scale operations,” 
a source remarked. “Phnom Penh is 
very well protected by the Vietnam- 
ese." 

So far the Khmer Rouge have appa- 
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- slaces i 1 the "t : or al e | aken by Viet 
namese settlers. 

The spectre of massive Vietnamese 
resettlement — current claimed levels 
range from 56,000 (Phnom Penh's fig- 
uj to 200,000 and upwards — may be 
played on heavily in resistance and Thai 

ropaganda, but for Cambodians famil- 
iar with Vietnam's history of encroach- 
ment, it is a genuine fear. Explaining 
the reason why he, his wife and six child- 
ren fled, So replied: "Vietnam has set 
up a programme to kill the Cambodian 
people." 

These same fears were voiced in the 
communique released by Asean foreign 
ministers at the conclusion of their an- 
nual meeting in Kuala Lumpur on 9 
July. The ministers noted with concern 
the practice of compelling civilians to 
work in war zones, which had led to 
numerous casualties, and said they 
shared "the serious apprehension of the 
Kampuchean people about the dangers 





Khmer Rouge troops: restoring faith. — '" aoo 





rently been unable to penetrate the cap- 
ital's defences. At least one recent gre- 
nade attack on a Phnom Penh market 
has been attributed by residents to 
another serious war-related problem: 
marauding gangs of maimed Cambo- 
dian war veterans. 

The Khmer Rouge commanders said 
to be planning the attack are Ta Mok, 
Khmer Rouge chief of general staff, and 
Ke Pauk, currently the deputy to Son 
Sen, Khmer Rouge defence minister 
and commander for northeastern Cam- 
bodia. Khe Muth, Ta Mok's son-in-law 
and second-in-command, told a visitor 
earlier this year that he had recently 
travelled to within 30 km of Phnom 
Penh. Ke Pauk's men are said to be 
operating around the same distance 
from the capital. The Khmer Rouge 
claim to have bases in the area of 
Oudong, the former royal capital 
some 30 km northwest of Phnom Penh. 

Earlier this year Oudong was re- 
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t nu ng c emo u a phic changes i 
their country as a result of Vietnamese 
settlements.” 

So, who was one of 33 doctors at 
the Kampuchean-Soviet institution in 
Phom Penh, said each of the city's six 
civilian hospitals so far had sent four 
groups of 15 to 20-man medical teams to 
the border to take care of wounded and 
sick workers. The same requirement 
also applies to poorly staffed provincial 
hospitals, according to other REVIEW 
sources. Disease 18 apparently so ram- 
pant that many of the medical workers 
themselves go down with malaria, 
hepatitis and viral infections and are un- 
able to work for weeks after their return 
— à serious problem in a country al- 
ready desperately short of trained sur- 
geons and general practitioners. 

The death rate among the labour 
conscripts is unknown, but diplomatic 
sources say many are wounded by mines 
and the Khmer Rouge have been known 
to open fire on the workers in western 
border areas to scatter them and en- 
courage mass desertions. Medical 
supplies are also reported to be in- 
adequate to deal with the sick, the bulk 
of whom contract malaria on top of 
other complaints. 

So claimed opposition to the labour 
programme is muted but widespread. 
Western aid workers and other inde- 
pendent sources confirm what they say 
is a tremendous amount of bitterness 
over the Vietnamese-directed plan, par- 
ticularly the way women are being con- 
scripted to make up the workforce 
quotas. 

One of the more prominent critics, 
according to So, was the regime's late 


xime minister Chan Sy, who is said to, 


lave complained to the Vietnamese 
that it would lead to an unacceptable 
number of deaths. Sy is reported to have 
died of a heart or circulatory ailment in 
a Moscow hospital last December. E 


portedly attacked by the Khmer Rouge. 

There are other reports of Ta Mok's 
men operating in areas fairly close to 
Phnom Penh. 

One indication that the Heng Samrin 
regime is concerned to prevent a de- 
terioration of security in the capital was 
the announcement on 29 July by Radio 
Phnom Penh of the setting up of a *Peo- 
ples Defence Force." Phnom Penh's 

olice chief Khim Pon said that the new 

orce, gathered from “offices, factories, 
and the general masses" would join with 
the army to patrol roads and communi- 
cations and guard entries and exits 
to the city “in order to contribute to the 
safety of important party and state 
targets." ! 

The Khmer Rouge promptly de- 
clared the announcement tantamount 
to placing Plmom Penh under a “state 
of emergency," though reports from the 
city indicate no special security precau- 
tions being taken. 
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deluxe apartments within walking distance 
to city centre and financial! district 


2-3 
GARDEN 


TERRACE 
Hong Kong 


advance booking for future 
available flats is welcome 





property agents: 
GARDEN MANAGEMENT LTD. 
Tel no. 5-249311 HONG KONG 
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FOREIGN RELATIONS 


An uneasy alliance 


The Anzus defence pact now exists in name only 


By Robert Manning in Washington 
n escalating war of nerves between 
Washington and Wellington and 
rowing anti-nuclear sentiment in the 
outh Pacific have American officials 
concerned about US interests in the re- 
gion and the prospects for survival of 
the Anzus defence arrangement be- 
tween Australia, New Zealand and the 
US. 

Since the Labour government of 
Prime Minister David Lange rejected 
the US request for a February port visit 
by the warship USS Buchanan, Anzus 
has been transformed into a de facto 
grouping of two parallel bilateral al- 
lances. This is admitted by officials of 
all three pact partners. US Under-Sec- 
retary of State Michael Armacost said 
on 29 July that “the framework for a 
trilateral alliance remains intact, but the 
bilateral cooperation between ourselves 
and the New Zealanders is temporarily 
in abeyance.” 

Instead, Anzus has become a dual al- 
liance between the US and Australia, 
and Australia and New Zealand. A 
senior Pentagon official told the 
REVIEW that “US military cooperation 
with Wellington has been substantially 
curtailed.” And a New Zealand dip- 
lomat complained that “the US now has 
less bilateral defence cooperation with 
us than it has with some communist 
countries.” 

The source of the dispute is Wel- 
lington’s refusal to accept the long- 
standing US policy of neither confirm- 
ing nor denying whether US ships are 
carrying nuclear weapons. This am- 
biguity has been accepted by Japan 
and by some Nordic countries in 
Europe. 

New Zealand is banning all nuclear- 
powered or nuclear-armed ships. But 
according to US Navy officials, some 
75% of the 539 operational ships in the 
US Navy are either nuclear-powered or 
nuclear-capable. In a recent speech, 
Secretary of State George Shultz said 
that by rejecting the Buchanan visit, 
Lange "also decided, in effect, that the 
basic operational elements of the Anzus 
treaty would not apply to it." 

US officials were angered by an arti- 
cle-Lange published in the current issue 
of the prestigious US journal Foreign 
Affairs. Several US officials described 
as "disingenuous" Lange's contention 
in the article that “Anzus is not a nu- 
clear alliance." A disgruntled State De- 
partment official told the REVIEW: 
"There's no way if you're in an alliance 
with a nuclear power that you're going 
to cleanse yourself by banning ships." 
There is strong bipartisan support for 


the tough stance of the administra- 
tion of President Reagan towards 
Wellington's anti-nuclear policies, even 
among activist liberal Democrats such 
as Sen. Edward Kennedy and the House 
of Representatives’ Asia sub-committee 
chairman Stephen Solarz. 

In March, Solarz prepared legisla- 
tion to formally end the US security re- 
lationship with New Zealand, but due 
largely to administration opposition to 
such a move, this has not been pursued. 
The Reagan administration still feels 
formal cancellation of security ties with 
New Zealand is too drastic a step at this 
time and seeks to keep the door open to 
accommodation. 

The Lange government's decision to 
introduce anti-nuclear legislation later 





Lange; US warship: war of nerves. 


this year, however, has heightened 
Washington-Wellington tensions. Ar- 
macost explained recently that if such 
draft legislation. became law in New 
Zealand, the US would have to look at a 
number of options including "whether 
or not there is any further basis for re- 
taining the alliance." Another prospect 
mentioned recently by Armacost would 
be to "re-negotiate a new treaty ar- 
rangement" or, he said, "perhaps there 
are other ways the legal eagles in our re- 
spective governments can define for 
transmuting a trilateral alliance into a 
bilateral alliance.” 


S officials hope that a formula for 
the resumption of normal port ac- 
cess can be worked out and that New 
Zealand will not remain, as a US official 
put it, “a good friend instead of an ally." 


* 


Wellington's Deputy Prime Minister 


| UIN -— 
Geoffry Palmer is due to visit the US in 
late September to discuss the proposed 


ROS which has vet to be draft- 
e 


Diplomatic sources here told the 
REVIEW that moderate language, such 
as was employed in the just-approved 
South Pacific Nuclear-Free Zone 
(SPNFZ) accord, might offer a way out. 
A Pentagon official said: “Cleverly 
drafted legislation could be a problem- 
solver.” 

But few US officials are very op- 
timistic because they feel, as a Pentagon 
official put it: “The anti-nuclear issue is 
very popular down there, and Lange is 
throwing a big piece of meat to the 
Labour Party.” Well-placed US sources 
say that no economic sanctions against 
Wellington are planned. But one source 
added: "There are a lot of goodies that 
come from the special relationship with 
an ally that are not extended to mere 
good friends." 

Against the backdrop of this war 
of nerves, the signing by eight na- 
tions of the SPNFZ treaty is being 
welcomed with less-than- 
open arms by US officials 
who fear the growth of “a 
nuclear allergy." The re- 
cent Chinese cancellation 
of a US ship visit and 
Soviet efforts to gain 
a foothold in Kiribati 
through a fishing agree- 
ment, along with the 
SPNFZ accord, are view- 
ed as giving momentum to 
anti-nuclear forces and 
providing the Soviets with 
fuel for propaganda. A 
diplomatic source, how- 
ever, said the accord “was 
drafted with the US and 
Anzus in mind, and is not 
an endorsement of New 
Zealand’s policies, nor 
does it exclude US naval 
activity.” 

The treaty bans the sta- 
tioning or testing of nu- 
clear weapons in the zone, the dumping 
of nuclear waste, and the manufacture 
or acquisition of a nuclear explosive de- 
vice. But it allows the transit of nuclear- 
powered or  nuclear-armed ships 
through the zone and leaves it to indi- 
vidual countries to decide on port visits 
by such ships. The five nuclear powers 
are being asked to sign protocols acced- 
ing to the accord. US officials say that it 
is not the language of the accord which 
troubles them but, in the words of a 
State Department official, “equally or 
more important is the political con- 
text." But a senior Pentagon official 
told the REVIEW: “Our overall strate- 
gic interests would probably be best 
served by finding a way to go along 
with the accord." The US is reviewing 
the agreement before making a deci- 
sion. oO 
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“HONG KONG TENANCY LAW— > 
An Introduction to the Law of Landlord and 


Tenant in Hong Kong: 

Malcolm Merry 

Sept 1985 approx350pages softcover HK $175.00/S$50.00 

This book deals with both the common law and statutory law of leases. The 
book is in two sections: section 1 contains twelve chapters on the general law 
and section 2 contains eight chapters on the rent control and security of tenure 
provisions of the Landlord and Tenant (Consolidation) Ordinance. 

Malcolm Merry, who is a lecturer in law at the University of Hong Kong and a 
practising barrister, has written the book as an introduction to this complex 
area of law for students, young lawyers and all those with an interest in 
landlord and tenant matters. More than 200 reported and unreported Hong 
Kong decisions are referred to. 


The book describes the law at the beginning of April 1985, although late 

changes to the next have enabled the minor amendments to the Landlord and 

Tenant (Consolidation) Ordinance enacted in mid- 1985 to be reflected in 
section 2. 


LAW OF INTELECTUAL AND INDUSTRIAL 
PROPERTY IN HONG KONG: 

Michael D. Pendieton 

1984 595pages softcover S$110.00/HK$300.00 

This is the first book to deal with Hong Kong' $ Intellectual — Law of, 
for that matter, any aspect of those | aws.- 


The text deals with passing off, registered trademarks, trade descriptions 
legislation, copyright, patents, registered designs, trade secrets and 


remedies. A feature of Hong Kong intellectual property law is the duality of civil 


and criminal remedies. This feature is. fully explored in the text. 


The book is directed at a practitioner as well as a student readership. The 
book may also be of interest to those ene a“ the commercial and 
trade development of Hong Kong. ex 


EXCLUDING LIABILITY IN CONTRACTS: 
N.Y. Chin 


. 1985 228pages hard cover SS75. 00/ mses. 00 | 

— What practising lawyer has not encountered the party who seeks to exclude. 

lability under some intended contract by an exemption clause — — of the.other 

party smarting from the effects of sucha clause? ^. ^-^ 

. The author traces the — frorn the: conflicts: between ihe strict 

principle and the adjustment principle; through early differentiation of | 

pertormance-ret ated risks; competing theories and solutions; üp to the various 
"rules of construction" of the different law lords in Suisse Atlantique: ahd then 

on to Photo Production Ltd v Securicor Transport Ltd. 

The book also discusses the most recent developments. the concept of 

reasonableness and the Doctrine of unconscionabllity asithas been 
interpreted and applied in English and Australian Court EN 


SALE AND PURCHASE OF REAL NL PROPERTY 
IN MALAYSIA: 


Professor Dato Visu Sinnadural 
Reprint 1985 554pagés. hardcover S$90. 00/M$100. 00. 


This beautifully bound book contains a wealth of well-researched information 

on an important subject that will benefit lawyers, real estate agents, valuers, 
investors, bankers, finance companies & property owners. 

The main subjects discussed are: 

* Conveyancing law & practice * Covers various stages of a sales transaction 

* Formation of a contract for the sale of land * Parties to the contract 

* Title to land " Position & rights of the parties pending registration " Damages 

* Protection of the purchaser's interest by caveat 


SINGAPORE TAXATION: 
S.Y. POK ANDDAMIANHONG . 


Sept 1985 Approx 620 pages soft cover Aprox 5$85.00/ M$o5. 00 - 


This book provides a concise summary: of the law and practise relating to 
income taxation in Singapore. It has been written with general tax Ed 
practitioners, lawyers, accountants and laymen in mind. 


The principles and concepts peculiar 16. revenue law and their practical 
applications are clearly and concisely laid out. Singapore Taxation willbe 
essential reading for arivone requiring guidance on practical applications of 

the Income Tax Act and. the Economic Barri incentives. (Fiolet from 
income Tax} Act ^ = 


A particularly valuable feature of the book i is the i ! 
examples (over 250) which have been carefull 













Leung Y Yew Kwong 


Sept.1985 approx 200 pages "Price on — 
If you are a property owner, real estate agent, property management 
executives, Accountants, lawyers and students of Real Estate Courses — 
Property Tax in: Singapore should interest you. 


This is a guide on the workings ofthe property tax in Singapore. H 
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e Review Focuses on 
Travel Trade Asia 


A ‘first’ for the Review, this Focus on Asia’s Travel Trade 
is not a destination guide but a detailed analysis of the entire 
tourism industry in Asia and its place in the national 
economies of the Region. 


The Focus to be published in the issue cover-dated 12 
September 1985, will examine every aspect of tourism from 
the airline industry right through to the lucrative convention 
and conference business, the rapidly developing incentive 
travel and exhibition industries. Focus will also look at what 
each country is doing to improve facilities to maximise 
revenue. 


As the world’s premier publication on Asian affairs, the 
Far Eastern Economic Review’s audience represents the 
highest concentration of Asia’s decision-makers in business, 
banking, government and the professions. Research shows 
that an advertisement in the Review is the most cost effective 
means of reaching Asia’s elite male business community and 
this is even more true in a Focus issue. 
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wish to take advantage of 
advertising in this important issue, 
or need any further information, 
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General Sales Manager i) 
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Nuclear-free 
zone agreed 


By Hamish McDonald in Sydney 

A tea Prime Minister Bob Hawke 
got a "consensus" endorsement from 

fellow South Pacific Forum leaders for a 

regional nuclear-free zone treaty at the 

end of their latest meeting in the Cook 

Islands on 4-6 August. 

The leaders of eight countries — 
Australia, New Zealand, Fiji, the Cook 
Islands, Niue, Kiribati, Tuvalu and 
Western Samoa — signed the Austra- 
lian-made draft on the spot. Tonga and 
Nauru are expected to follow suit 
through their constitutional channels. 

The three Melanesian states 
Papua New Guinea, Solomon Islands 
and Vanuatu also joined the consensus 
declaration (REVIEW 15, Aug). But 
while prime ministers Michael Somare 
of Papua New Guinea and Sir Peter 
Kenilorea of the Solomons indicated 
their countries would also sign up even- 
tually, Vanuatu Prime Minister Walter 
Lini broke ranks at this point, saying 
Vanuatu would not join the treaty, 
which he said did not go far enough. 

The treaty has likewise been 
ridiculed by anti-nuclear movements in 
Australia as essentially toothless, in that 
by allowing free naval transit and leav- 
ing the question of port calls to indi- 
vidual states, it presents no obstacle to 
any foreseeable military activities of the 
only superpower active in the region, 
the US, and could be ignored by France 
as it affects testing at Mururoa Atoll. 

Australia's conservative opposition 
had tended to dismiss the treaty as 
worth no more than the "nuclear-free 
zone" various Left-controlled muni- 
cipalities have erected around Syd- 
ney suburbs. However, foreign affairs 
spokesman John Spender — son of the 
1950s foreign minister Sir Percy Spen- 
der, who engineered the Anzus treaty 
— said Hawke had now excluded the 
option of basing US warships in Austra- 
lia. Should the US sign protocols to the 
treaty, it would also commit itself 
against keeping nuclear weapons at 
Pago Pago in its Samoan territory. 

Basing US Navy ships in ports such 
as the Cockburn Sound naval base near 
Perth, has occasionally been suggested 
as an alternative to Subic Bay should the 
US leave the Philippines. The Labor 
Party government has ruled out giving a 
base to US ships in any case, and the 
treaty has produced a golden opportu- 
nity for Hawke to steal some thunder 
from the vocal anti-nuclear lobby in the 
Left and centre of his party. Diplomati- 
cally, it will be an embarrassment if he 
cannot get the US to sign the protocols 
against basing, use and testing of nu- 
clear weapons in the South Pacific — 
especially if, as seems quite likely, both 
China and the Soviet Union accede. D 
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PLA; Deng: conversion to soldier-technocrats. 
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Deng’s military build-down 


Reformed PLA to be elbowed out of national politics 


By David Bonavia in Hongkong 
ith a conference of the Chinese 
Communist Party scheduled for 
September, the leadership has moved 
decisively to put the present round of 
armed-forces cuts beyond the reach of 
criticism. 

The party is planning to hold a spe- 
cial conference, which ts more than a 
enum of the central committee, but 
* than a full congress. The present 
party statutes recommend that con- 
gresses be held only once in five years. 

The all-powerful Military Affairs 
Commission (MAC), which handles 
such important matters as troop- 
strength cuts, is chaired by elder states- 
man Deng Xiaoping, who therefore has 
full authority over the armed forces. So 
the reduction in the size of the People's 
Liberation Army is attributable directly 
to him. 

As long ago as 1975, it has been dis- 
closed, Deng was in favour of reducing 
the size of the PLA but could not do so 
because of the obstruction of the Gang 
of Four. Now he has succeeded in his 
goal of cutting down China's land and 
air forces. The navv seems to be keeping 
more or less to its present strength and 
may even be beefed up because of its 
vital role in defending a coastline as long 
as China's. The People's Daily stated re- 
cently: “China can now produce its own 
dozens of vessels and boats of different 
models. All arms of the navy are striving 
to raise their combat strength by com- 
missioning more missiles and electronic 
equipment and to enhance their stand- 
ard of automation." 

The navy now also has destroyers 
equipped with the SS-N-2 Hai Ying (Sea 





Eagle), a Chinese version of the vintage 
Soviet Styx cruise missile, as well as a 
newly developed  surface-to-surface 
missile which Peking describes as a 
“Chinese Exocet.” A special computer 
has been designed to calculate attack 
factors on a digital screen. China has 
also recently signed a contract with 
General Electric Co. to purchase five 
gas turbine engines to upgrade its de- 
stroyer fleet, according to press reports 
from Peking which have not yet been of- 
ficially confirmed. 

The Chinese Air Force, however, 
while striving for technical modernisa- 
tion, is undergoing manpower cuts offi- 
cially called “massive.” The new air 
force commander, Wang Hai, told the 
English-language China Daily that “the 
number of air is servicemen will be 
drastically cut and a large number of 
units above regimental level disbanded 
or merged . . . One purpose of the mas- 
sive reduction is to save limited finance 
for the development and introduction of 
modern military technology and equip- 
ment." 

As many às 100 air force transports 
are being handed over — with their 
crews — to civil aviation, which is being 
split into half a dozen different and com- 
petitive regional airlines as against the 
present monopoly by the Civil Aviation 
Administration of China. 

It is to be assumed that all these air- 
craft and crews would be readily avail- 
able as reserves in the event of war. The 
main cuts, however, are in the army 
which is demobilising 1 million men or 
about 25% of the estimated total 
strength (though some experts think 
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that 4 million in all is an exaggeration 
Naturally the troop cuts are ks, d 
reeable to many of the men involved. 
Officers have had to hold long talks with 
men who do not want to leave the army, 
as well as those who do wish to, but 
whose services are considered indis- 
pensable. 

The morale problem depends largely 
on the kind of job a demobilised soldier 
will get on his return to civilian life. 
Party and government officials are 
being called on to make adequate ar- 
rangements for the work and living con- 
ditions of the men concerned. 

Chief of staff Yang Dezhi dismissed 
this problem, however, when he told 
the Peking magazine Liaowang (Obser- 
vation Post) that “all the commanders 
and fighters in our army resolutely sup- 
ported this decision of our govern- 
ment.” 

Hinting that China did not see any 
immediate threat to itself from any 
other power, Yang said: “A sharp re- 
duction in the number of troops, a struc- 
tural reform and the streamlining and 
reorganisation of our army is based on 
scientific analysis of the international 
and domestic situation." 

Doubtless China's improving rela- 
tions with the Soviet Union contribute 
to the growing sense of security. The 
only country with which it is likely to en- 
gage in combat in the foreseeable future 
is Vietnam, and the lesson of its last 
military clash with that country in 1979 
was that its army needed more modern 
equipment, not more men. 

As regards the army's domestic role, 
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Yang: morale problem dismissed. 






Jeng and his supporte 
doing their best to cut the 
of national political life, except insofar 
as it is expected to support closely 
everything the party leadership decides. 
In the past the PLA’s political role was 
important and at times vital, for in- 
stance in stabilising the internal situa- 
tion in 1967-68 and backing the coup 
against the Gang of Four in 1976. 


he. chief non-military function. of 

the PLA from now on is supposed 
to be participation in civilian produc- 
tion. Besides surrendering 59 airfields 
and about 40 oil depots for civilian 
use, the PLA has handed over military 
camps, hospitals and even scenic spots 


ue ^m. 






X (NH IA 





——L—- s xq" o Se 
eviously off-limits to the public. 
The troop-cuts policy was formally 
adopted at an enlarged meeting of the 
MAC held in Peking from 23 May until 
6 June. Senior commanders were 
quoted as saying that China “would 
never join in an arms race.” 

Another aim of the reorganisation 
and cuts is to reduce the average age of 
the officer corps. Yang said the average 
age of leading groups of all military re- 
gions was 23.8% lower than before the 
reorganisation. 

The main PLA organs undergoin 
reorganisation are the three “genera 
departments” — general staff, logistic 
and general political department. Also 
affected are the military science, tech- 
nology and industrial commissions, the 
military regions (reduced from 11 to 
eight through mergers), and various 
army services’ leading groups of offic- 
ers, Yang said. 

From Deng's point of view, the reor- 
ganisation is politically useful since it 
speeds up the process of retiring senior 
officers who are the most likely to be 
obstructive over political as well as mili- 
tary matters. 

Yang confirmed that after two years 
of reorganisation work, the system of 
military ranks would be instituted. This 
will symbolise the PLA's conversion 
from a. politically involved, peasant- 
based army to a technological and spe- 
cialised body of soldier-technocrats. 

"This major reform," Yang con- 
cluded, involves many things. How- 
ever, there is still much stability in the 
army. It is really amazing." o 


Concealed nuclear pride 


China displays new capacity in recent missile test 


By Richard Nations in Hongkong 


Ba Peking's decision to cut the 
swollen ranks of its inefficient army 
is a quiet but growing confidence that its 
nuclear missile force now amounts to a 
credible deterrent against a Soviet nu- 
clear attack. Chinese officials portray 
the cutback of conventional forces as a 
graphic demonstration of China's 

aceful intention towards Moscow. 

ut Peking allows itself the occasional 
and understated press comment just to 
remind Moscow that China can now 
answer a Soviet nuclear attack with its 
own nuclear missile assault on at least a 
dozen major Soviet cities, including 
Moscow. 

On 14 July the China News Service 
reported the successful testing of an 
underwater submarine-launched ballis- 
tic missile. The report gave no details of 
the date and place of the test, nor did it 
say if the missile was nuclear-tipped. 
Moreover, Western military sources 
say they have not yet been able to con- 
firm the missile test. 
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But China did successfully launch an 
underwater ballistic missile from a sub- 
marine on 12 October 1982. And since the 
flaw in China's nuclear strike capability 
has been its failure to develop reliable 
and accurate delivery systems, the 14 
July report served notice of substantial 

rogress in overcoming technical prob- 
ems. 

The Chinese-language news item 
was not carried on any foreign-language 
broadcast. But this apparent modesty is 
explained by Peking's determination to 
tag the arms race between the super- 
powers as the major threat to world 

eace, while putting Peking at the fore- 
ront of international disarmament and 
anti-nuclear forces. Nonetheless, on 26 
July a brief commentary in the Shanghai 
News Service underscored China's re- 
cent advance in the ranks of world nu- 
clear powers. 

After 20 years of development, the 
commentary said, “our country . . . has 
acquired a certain nuclear counter-at- 


tack capability, an important indication 
of China's modernised armed forces." 
The report said that China's semte 
rocket force is now equip with 
medium- and long-range and “intercon- 
tinental guided missiles” which had 
been tested against electronic and nu- 
clear counter-measures. The Shanghai 
commentary seemed determined to 
underline the significance of the 14 
July announcement, in case Moscow 
had missed it: China “has success- 
fully launched live missiles many 
times.” 

Some diplomats believe that the 
added security of a credible nuclear de- 
terrent gives the Chinese leadership 
greater flexibility and confidence in 
negotiating with Moscow. But Peking 
senses that its recent achievements as a 
nuclear power would be neutralised b 
“Star Wars” — Washington’s researc 
programme to render offensive missiles 
obsolete with a nuclear defence screen 
— and on 2 August Deng Xiaoping 
aligned China with the Soviets in oppo- 
sition to “Star Wars” because, he was 
reported to have told visiting British 
newpaper publisher Robert Maxwell: 
“It would cause a qualitative change in 
the arms race between the two super- 
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THE STAR. KUALA LUMPUR 


Tan: prepared for an ousting. 


up the party —— That sum was eventually approved, 
but problems of actually carrying out the task remained. 

The problem, explained MCA youth secretary-general 
Chew Hock Thye, is that it is virtually impossible for any- 
one to sift through all the names on the rolls and separate 
genuine from phantom members without running the risk 
of striking off names of bona fide members. To demand 
that each member personally appear or produce documen- 
fary evidence of membership would mean risking cuttin 
the 400,000 membership by half, as many who had tired 
the situation might just not bother. 

With time running out and the patience of National 
Front leaders worn thin, the situation has become desper- 
ate. The ad hoc committee has not met since 4 July. 

On 11 August, front secretary-general Ghafar Baba, as 
chairman of the ad hoc committee, admitted that the com- 
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pleasure 


earlier and was wait- 
ing for the Scene Council — before deciding whe- 
ther or not to resume. 

Behind the scenes, observers feel that Tan’s faction is 
more keen at the moment for a National Front ultimatum, 
It can then turn on Neo’s faction and blame it for any loss to 
Chinese representation, which observers agree would 


mittee had worka 


stre hand. Already Tan has publicly declared: 
“Dr Neo and his cronies must bear full responsibility for 
any adverse twist of fate suffered by the MCA and the 
Chinese community,” referring specifically to the possibil- 
ity ofa — *— ouster. 

The MCA power struggle has stopped being a joke for 
the Chinese man-in-the-street. Widely accepted as the least 
politicised of Malaysia's three main ethnic ups — 
Chinese, Malay and Indian — the Chinese are known 


to have a predi n to vote with the opposition. 
With a election a must before April 1987, and 
therefore most likely slated for next year, the front is wor- 


ried about having ly less time to mend broken 
fences among politically disenchanted Chinese voters. 
The vers emere in to the MCA — the theoretically 
multi-racial but predominantly Chinese Gerakan Party — 
has to tread a wary line. While the Gerakan hopes to be al- 
loted more seats to contest under the National Front ban- 
ner in the next election in the wake of an MCA fallout, 
Chinese unha with the MCA could very easily ex- 
tend to the front and mean fewer votes for the Gerakan. 
If the call for a temporary leave of absence for the MCA 
does materialise, it would be a decision less startling than 


long- . Deputy Prime Minister Datuk Musa 
Hitam had Hd. such an option on 15 December, 
stressing that this would not be a “get-out notice." o 
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Not so special now j 


Sydney begins to reduce aid to Port Moresby 


By lan Andrews in Port Moresby 


A A$1.4 billion (US$1 billion) five- 
year aid package agreed between 
Papua New Guinea and Australia con- 
stitutes the beginning of an important 
shift in relations between the countries. 
“Special” has been the word used to 
describe these traditional economic, 
strategic and political links during the 10 
years since the former Australian terri- 
tory became independent. The long- 
term aim is now for a more normal bilat- 
eral relationship based on important 
mutual interests. 

The crux of this restructuring is a for- 
mula to increase indirect assistance 
currently at a relatively low level — 
while gradually cutting cash contribu- 
tions to general revenue. In 1984-85 the 
level of direct budget aid was about 
A$300 million — nearly a third of the 
country's entire budget allocation. Aus- 
tralia's declared aim has been to encour- 
age Papua New Guinea to bring about 
more efficient spending and administra- 
tion and to diversify sources of aid. 

Early this year the Australian Gov- 
ernment indicated it was sympathetic to 
the findings of an inquiry into aid policy 
which recommended a 5% annual cut in 
direct budget support. It was proposed 
this be linked to a rise in indirect aid 
which would result in an overall drop in 
assistance each year of 3%, after allow- 
ing for inflation. 

However, sensitivities and suspi- 
cions among sections of Port Moresby's 
government and bureaucracy meant 
there was a rocky path to final accept- 
ance of these provisions. The country's 
Foreign Affairs and Trade Department 
nudged the Finance Department to one 
side in order to move into the negotiat- 
ing seat. Foreign Minister John Giheno 
argued that greater indirect assistance 
would threaten self-determination and 
spending flexibility. 

Advocates of a change within Papua 
New Guinea — including sections of the 
government, bureaucracy and academic 
circles — pointed to a bloated bureauc- 
racy and perks of office inappropriate to 
a developing country. On 9 August, the 
local Post Courier newspaper ran a 
front-page story providing a graphic 
back-up to such claims. The article 
stated that two government ministers 
and a senior member of the opposition 
had run up a bill for Kina 100,000 
(US$102,040) at Port Moresby's Travel- 
lodge Hotel since March, allegedly 
keeping their Kina 160 per-day rooms 
when back in their electorates. 

While internal debate continued 
about aid, Giheno remained resolutely 
opposed to the suggested reduction, 








maintaining it would destabilise econo- 
mic development and planning. The 
minister and his department believed 
that an appeal could be made over the 
heads of Australian officials directly to 
their political masters. Many sections of 
the government here are now acknow- 
ledging, in retrospect, that there was a 
misreading of the situation. 

In June, an Australian parliamen- 
tary sub-committee released a follow- 
up report on the earlier aid inquiry. The 
Australian cabinet subsequently ac- 
cepted its recommendation for a faster 
rate of budget aid decline 8% by 
1991. Giheno said such a change would 
not only threaten economic develop- 





Hawke; Somare: private talks. 


ment but political and social stability as 
well. A concerted attempt was made to 
protest over Australia's intentions and 
to plea directly to Australian Foreign 
Minister Bill Hayden. 

However, Papua New Guinea Prime 
Minister Michael Somare was unhappy 
about the direction events were taking. 
In July he said that the government 
would not "beg" to Australia for aid and 
that he had instructed Giheno not to 
press Hayden on the issue. Things be- 
came a little unclear as to whether or not 
Somare was advocating that Port 
Moresby accept the harsher cuts. It was 
no secret that Giheno was embarrassed 
by his prime minister's intervention. 





S omare then had a number of person- 
al telephone conversations with his 
Australian counterpart, Bob Hawke. It 
seems likely talk centred around accept- 
ance of the original suggestion of a 5% 
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 —  |eutin direct aid for the text five years. 
; When Hayden came to Port Moresby at 


the beginning of August, he praised the 
scope of-P Moresby's final submis- 
sions and expressed a willingness to give 
ground. After only two days of discus- 
sions, the new arrangement based on 
the 5% annual-cut concept was 
reached. Ironically, Giheno had to con- 
duct a face-saving exercise in contrast to 
his earlier stance by calling the agree- 
ment "manageable and reasonable." 

One side-benefit of the negotiation 
process has been the airing of important 
issues underlying the debate — particu- 
larly perceptions of tied verses un-tied 
aid. For example, indirect Australian 
aid, in project form and through skills- 
transfer, will not be tied to the provision 
of Australian goods and services. But it 
will involve Port Moresby in nomina- 
tion of development areas and working 
to build organisational mechanisms for 
programme implementation and main- 
tenance. This could facilitate a willing- 
ness to accept different types of aid — 
even with a tied element. 

Japan, the biggest buyer 
of Papua New Guinea’s 
resources, ranging from 
timber to fish and copper 
concentrate, is willing to 
provide grants for infra- 
structure development. The 
hurdle so far has been Ja- 
panese insistence on the use 
Of Japanese consultants, 
though allowing other 
goods and services to be 
chosen by way of tenders. 
Assistance so far, therefore, 
has generally been limit- 
ed to low-interest loans 
for infrastructure develop- 
ment. 

Japan's Ambassador to 
Port Moresby Makoto 
Taniguchi said he is puzzled 
and a little confused by what 
he sees as unnecessary bar- 
riers to grant assistance. He 
sees Australian aid as generous but also 
feels that the Australian influence has 
acted as a barrier to more traditional 
forms of aid from other countries. Aus- 
tralian diplomats counter that they are 
keen to see a diversification of aid 
sources. 

Taniguchi has something of an ally in 
Somare, who wants to see Papua New 
Guinea tap the technological wizardry 
of Japan. But Taniguchi's struggle to re- 
concile the economic dynamism of post- 
war Japan with the slower “Melanesian 
time" of Papua New Guinea seems de- 
stined to continue. 

The new Australian aid agreement 
may have led to some softening of at- 
titudes in relation to aid flexibility. Port 
Moresby, faced with revenue limita- 
tions due to fluctuating commodity and 
mineral markets together with lower 
budget aid, will increasingly be forced 
to look for development alternatives. KJ 
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The confident continent looks outward and eastward again 


A new European accent 


By James Bartholomew in London 


new self-confidence has come to Europe in the past 
A few years. In 1980 and 1981, S Che industry was 

on the defensive, profits were falling, its share of 
world trade was down and there was a sense of crisis. Five 
years later, the economies of Europe have overcome many of 
the problems and are moving towards more realistic solu- 
tions to the remaining ones. 

The positive changes have been: 

» A shift towards "free market" economics and away 
from state-controlled industry. 
» Rapid improvements in 
economic productivity and 
profits, leading to a revived 
belief that Europe can com- 
pete in the international mar- 
ket place. 

» Lower inflation and a re- 
turn to surpluses on most 
European countries’ current 
accounts. 

» The ending of Britain's pro- 
longed row over its contribu- 
tions to the European Com- 
munity and the admission to 
the community of Greece, 
Spain and Portugal. 

» An almost complete end to 
the old colonial ties which 
brought so much trouble, 
moral anguish and expense in 
the 1950s, 1960s and 1970s. 

The shift towards free- 
market economics has taken 
place in all four major Euro- 
pean countries — West Germany, France, Britain and Italy. 
West Germany is now run by the Christian Democrats under 
Chancellor Helmut Kohl after years in which the rule of the 
Social Democrats had come to seem like a permanent fix- 
ture. In France, a much-chastened President Francois Mit- 
terrand, a socialist, has been forced to backtrack on his 
policies of increased spending and nationalisation. Apart 
from the backtracking, his government appears more than 
any other to be living on borrowed time. The next parlia- 
mentary election (in March 1986) is 
likely to bring in a rightwing parliament. 

Britain has had the outspoken free 
marketeer Prime Minister Margaret 
Thatcher in power since 1979. She is cur- 
rently unpopular too but does not have 
to face re-election for several years yet. 
Meanwhile, President Bettino Craxi of 
Italy is one of his country's longest serv- 
ing presidents in post-war years and Italy 
under him has been curbing public ex- 
penditure and privatising parts of state 
companies. 

What is particularly telling is the shift 
which has been taking place among 
Europe's so-called socialist parties. They 
are no longer as socialist as they once 
were. Just as Mitterrand's socialism has 
been revised in the light of his experi- 
ence, so Britain's Labour Party has re- 
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vised its in the light of its recent performance at the polls. 
While remaining radical in some spheres, such as nuclear dis- 
armament, the party has given up the old talk of “squeezing 
the rich until the pips squeak.” It has put aside the idea of re- 
nationalising all the companies which the Conservative gov- 
ernment has privatised. It has, in short, moved to the righton 
economic policy. l 
The centre point of debate on economics has moved. 
Over most of Europe and across most of the political spec- 
| trum, it is now believed that 
full-blooded socialist econo- 
mics is simply inefficient. The 
= virtues of the free market 
Pulp and paper are now widely accepted. 
Whereas "profit" was a dirty 
word in Europe 10 years ago, 
now it is respectable again. 


o some degree it is a re- 
í flection of this change of 
attitude that profits in 
Europe have been allowed to 
increase dramatically without 
being hit on the head by large 
wage claims or taxes. In 1984, 
company profits in West Ger- 
many rose 25%, in the 
Netherlands 30%, in Britain 
23%. Overall, profits began 
their improvement in 1983, 
boomed in 1984 and are cur- 
rently continuing to grow fast- 
er than inflation. Profit as a 
percentage of total economic 
activity has risen substantially, making European companies 
more competitive in the long term. In West Germany, pre- 
tax profit as a percentage of gross national product has risen 
from a low of 2.9% in 1982 to a projected 5% in the current 
year. 

The boom in exports to the United States has been a help, 
but a more fundamental reason which offers longer-term 
hope is the dramatic improvement in productivity. Since 
1980, productivity has climbed 10.3% in West Germany, 
10.2% in France and 13.3% in Britain. 
This compares with an improvement of 
only 5.6% in the US. 

The productivity improvement has 
been a reaction to crisis. Many com- 
panies were in difficulties in the recession- 
ary years of 1980, 1981 and 1982. They 
had to rationalise and modernise or die. 
Many collapsed, but those which survived 
are now much more efficient than they 
were. Jaguar, the British luxury-car 
manufacturer, was a loss-making part of 
a nationalised company in 1980. It pro- 
duced fewer than two cars a year per 
manufacturing worker. Now the com- 
pany is independently quoted on the 
stock exchange and made a £54 million 
(US$77 million) profit in 1984. Produc- 
tion per man has more than doubled. 

What makes for confidence is the fact 
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that the rises in European productivity and profit have no- 
thing whatever to do with any reckless stimulus by govern- 
ments. In fact, public finances have not been managed with 
such consistent restraint since before the 1970s. Public-sector 
deficits as a proportion of GNP have been consistently re- 
duced. 

Equally restrained have been money supply and inflation. 
Consumer prices in the EC rose an average 12.8% in 1980. 
They are expected to rise only 5% in the current year. The 
growth is therefore not running into an inflationary “blow- 
out." And with the price of oil looking weak, there seems to 
be little chance of European growth being hit on the head by 
another oil-price shock, as happened in 1974 and 1980. 

Another reason for confidence has been the trade bal- 
ance. Europe has recovered steadily from the 1980 oil shock 
and now most of its countries have current-account surpluses. 
West Germany has made a spectacular turnaround, from a 
current-account deficit of Dm 28.6 billion (US$10.2 billion) 
in 1980 to a Dm 17.7 billion surplus in 1984. 

On the political front, a running sore in Europe in the 
early 1980s was the angry argument over Britain's contribu- 
tion to the EC budget. No summit of the EC leaders could 
take place without the divisive issue being at or near the top 
of the agenda. Britain was regarded by some other members 
of the EC as a pariah, lacking in true "European spirit." The 
pressura on Britain to compromise was immense. Thatcher 

eld out for a deal on the budget which would 
be acceptable to Britain for the long term and 
in the end she got it. Now the EC is in a posi- 





Mitterrand; Kohl; Thatcher: making progress. 








of one of the EC's main original objectives: a large internal 
market which could be the basis for substantial Europe-wide 
companies, able to compete on a world scale. 


The EC has to had to abandon some of its idealistic 


dreams of political union, but it is increasingly pragmatic and 
effective. As a trading negotiator on behalf of more and more 
countries, it is becoming very powerful. 


nother political change has been happening so gra- 
dually that it could pass without notice. The end of 
Europe's role as a colonial power has taken place over 
the past few decades rather than years. But the effect of this 
change is still seeping through. For many of the post-war 
years, European countries were trving to maintain colonial 
roles which cost a great deal of money and brought down 
much criticism on European governments. They were a drain 
on Europeans' pockets, their moral sense of themselves, 
their talents and their willpower. 

In 1968, the students of Paris were throwing cobblestones 
at their police force. One of many complex tactors at work 
was revulsion at the colonial role which France had under- 
taken in Vietnam and which had been, as it were, passed on to 
the Americans. France also had a record of trying to hold on 
to its Algerian colony with violence that went over into tor- 
ture. 

Britain, the Netherlands and Portugal were other Euro- 
pean countries which, in the course of the 30 
years after World War II tried to retain con- 
trol of distant countries using force. As long 





tion to address the more fundamental prob- ON OTHER as they succeeded they suffered the unease of 
lems such as containing the cost of its com- wondering if they were acting honourably. 
mon agricultural policy. PAGES And when they found they h: id to give way, 
The EC still has its failings. But these fail- they inevitably felt a sense of failure and 
ings are not so bad that they have deterred The Competitors — 53 loss. 
Greece, Spain and Portugal from wanting to Protectionism —— 56 Now there are very few colonies left. 
join. Greece joined in 1984, while Spain and The Japanese View 58 There have been a few further acts of disen- 
Portugal have successfully completed their gagement of greater or smaller importance in 
negotiations and will soon officially be part of Technology 61 Hongkong. Macau, Brunei and Zimbabwe. 
the community. Status Symbols — 62 But more important has been the way the 
The thrust of EC policy is beginning to re- The Professionals — 64 simple passage of time has enabled the 
flect the changed mood of the individual Direct Investment — 66 wounds to heal. A new generation is growing 
countries. No longer are subsidies to “sun- up which has no experience of Europe S 
set” industries and support for agricultural The Expatriates — 73 former worldwide power. It has neither emo- 
prices at well above world levels seen as the China 79 tional pride to cling to nor guilt to hold it 
top priorities. Instead, the priority now is on Asean-EC Links —— 84 back. 
such things as the elimination of barriers to Aian inf 88 All these developments present a Europe 
trade within the EC. Truck drivers crossing yocp SEARO re finally finding and accepting a new role. It is 


continental borders have to fill in voluminous 
forms. Such barriers prevent the realisation 
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not as big a role as it once was, but there is a 
better chance of filling it well. For the time 
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= | some fluffed lines. 
Unemployment is the major failing. 
.| Despite economic growth since 1983, the 
. | total of unemployed in Europe has kept on 
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rising every year from 1980 to 1985. In 1980, 
the EC unemployed were 6*5 of the work- 
force. In 1984 that had risen to 10.8%. This 
has been an inferior showing compared with 
most parts of the world, let alone Asia. But 
in looking for explanations and remedies, 
only Mitterrand in France tried the Keyne- 
sian response of pumping more money into 
the system. The result was a surge in infla- 
tion, a big current-account deficit and a 
falling currency. He was forced to rejoin 
the new European financial orthodoxy and 
rein the money supply back in again. 

The free-market consensus now is that 
so-called structural rigidities have played a 
major part in causing unemployment. These 
structural rigidities are obstaclesin the path 
of the free and efficient use of capital and 
labour. They are such things as the "un- 
employment trap" which ensnares some peo- 
ple, especially those with children. Because 
tax now starts at such a low income, these 
people are better off unemployed, receiving money from so- 
cial security, than they would be doing a job. Consequently 
they opt to remain unemployed. The "poverty trap" occurs 
when a worker has no incentive to earn more because loss of 
social security benefits and higher taxes would more than 
wipe out the increased earnings. 

Red tape is another problem. Even quite small businesses 
have to pay the EC value-added tax — a complicated tax 
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Jaguar production line: from bust to boom. 






ee S 
out 
P3 E. > 


C3 


bd 
"o » 
(c 





4 





FINANCIAL TIMES 








which involves a great deal of paperwork even for those who 
pay little of it. There is also legislation which protects tenants 
from eviction or “unreasonable” rents, and legislation which 
protects employees from “unfair” dismissal — such legisla- 
tion being well-intentioned but having the effect of reducing 
the availability of rented accommodation and deturring:em- 
ployers from taking on workers. 

The governments have made moves to»ease these 
rigidities, but they have not gone very far because of the loss 
of popularity that could result. Even Thatcher, famous for 
her determination, has backed away from ending rent «on- 
trols in Britain. 


the fast-growing electronics industries. Europe has 
certainly fallen behind the American and Japanese 
competition in the major areas of mass-produced silicon 
chips and computers, let alone consumer electronics where 
the Japanese have won the race and run away with the trophy. 

The success of the Japanese in Europe and the failure of 
Europe to make correspondingly increased sales in Japan 
have créated an anti-Japanese mood of some bitterness. It is 
in part a symptom of Europe's increased self-confidence that 
it no longer believes the Japanese argument that European 
companies are not good enough to sell in Japan. Europeans 
now argue: “If we are good enough to sell in the restof the 
world, we must be good enough to sell in Japan.” This kind of 
argument is part of the justification for growing discrimina- 
tion against Japan in trade matters which could get corisider- 
ably worse. : 

The European performance, taken as a whole, has cer- 
tainly not been impressive next to that of Asia, which has in- 
creased its exports to the US during the recent US import 
boom much faster than Europe. But to compare Europe's 
performance with Asia is to give it the toughest test. Asia's 
economic performance looks good compared with every 
other part of the world. It is also, except in the case of Japan, 
at a lower base than the developed world. That makes high 
growth easier to come by. 

Meanwhile, compared with other parts of the world — the 
US, South America, Africa, the Soviet Union and its satel- 
lites and the Middle East — the European performance cer- 
tainly stands up. Travelling around Europe, one certainly 
does not get any impression of a region in decline. On the 
contrary, the many smart cars, the plush boutiques, the past 
centuries, the rich cultural diversity — all these present a 
civilisation which still has some dynamism in its old age. {J 


A: failing of the European performance has been in 
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THE COMPETITORS 


A stronger 
response to a 
new challenge 


| n 1967, French politician Jean-Jacques Servan-Schreiber 








published a book about the American business and 

cultural invasion of Europe, Le Defi Americain ( The Ame- 
rican Challenge). Times have changed. If he wrote a similar 
book now, the title would have to be The Asian Challenge. It 
is a challenge which Europe has failed to meet in shipping, 
steel, consumer electronics, silicon chips, machine tools and 
motorcycles. Some of those industries have been virtually 
wiped out. 

But the industries which are left are those which were 
stronger in the first place — or else have successfully re- 
sponded to the Asian challenge. Europe has found, to its 
considerable relief, that it has some survivors, These sur- 
vivors have adopted a number of different strategies, the 





turer of ultra-sonic scanners, does its research and develop- 
ment in close cooperation with Erasmus and Maastricht uni- 
versities. One of the directors on the supervisory board is 
Prof. Nicolaas Bom, who in 1974 was the first in the world to 
make real-time images from ultra-sound machines. Bom is 
currently head of the cardio-vasoular research —— at 
Erasmus University. The company, which started as recently 
as 1980, is growing very fast. In 1984, it doubled its share of 
the market from 1% to 2%. Its stated ambition is to increase 
its share of the fast-growing market to 4-5% in the next five 
years against competition mainly from Japan. 

Previously in Europe there had been a tendency for com- 
anies and universities to stay apart. But the challenge of the 
ar East and the loss of Europe's previously effortless 

technological lead has forced a breakdown of this comfort- 
able division. For Europe, technology is still a major asset. 
Europe has the ideas. In fact many modern products, from 
vertical-takeoff jet aircraft, to hovercraft to digital discs have 
originated in Europe. The transformation of the ideas into 
profit-making enterprises is the problem. But it is a problem 
Europe is, at least, aware of now. The British Government- 
sponsored Alvey research programme into fifth-generation 
computers and related software, for instance, is very much 
product- and market-oriented. 

These are positive responses. But there are others which are 
more defensive in nature. One.of them is takeover or merger. 
Philips, the Dutch electrical and electronics giant, bought out 

aE ET the ailing West German com- 





most basic necessity having i 
been to improve productivity 
radically. Workers have been 
sacked, others have been per- 
suaded or forced to accept 
more flexible working prac- 
tices, and new machinery has 
been installed. 

This process has taken 
place in many industries, but 
is most easy to see in car 
manufacturing. There are 
now more robots used per car 
manufactured by Peugeot, 
the French company, than 
by most Japanese car com- 
panies. A celebrated adver- 
tisement for Fiat cars (made 
in Italy) showed its robots 
"dancing" to classical music. 
Not a single human is in view. 
The British company Austin 
Rover claims to have increas- 
ed production per man-year from 5.9 vehicles in 1979 to more 
than 14 now. It hopes to reach Japanese levels of productivity 
over the next two years. 

A second response to the Asian challenge has been to “go 
international." Those companies which have been unable to 
do so have tended to fail, sooner or later. Those companies 
which have seen international sales as a main part of their 
strategy have tended to be the most successful. Only by sell- 
ing worldwide do the companies get the volume of sales they 
need to bring down their costs per item to a level that is truly 
competitive, Only by aiming to sell worldwide do they set 
their sights high enough in terms of quality and productivity. 

The message is getting through. Louis Vuitton, the 
French manufacturer of luxury suitcases and other luxury 
goods, has expanded explosively since 1977 when it had only 
two stores in the Paris region. Now it has 59 worldwide and 
70% of sales are from those outside France, while many of 
the sales from the French stores are export orders. The appe- 
tite for prestige luggage and accessories is worldwide and is 
especially keen in the Asia/Pacific region where Louis Vuit- 
a increased its sales in the first half of this year by nearly 
50%. íü 

A third strategy has been greater cooperation between 
companies and universities. Pie Medical, a Dutch manufac- 
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pany Grundig. Olivetti, the 
Italian typewriter and compu- 
ter company, bought shares 
in Acorn — a British compu- 
ter firm which suddenly found 
itself short of cash. This deve- 
lopment is likely to have a 
significant effect on at least 
one Asian company — Wong's 
Industrial of Hongkong, which 
makes computers for Acorn. 
Meanwhile, Electrolux, the 
Swedish. manufacturer, of 
vacuum cleaners and other 
household products, bought 
up the leading Italian company 
in the. same field, Zanussi. 
However, the mergers have 
tended to be born of misfor- 
tune. 

A fifth response is collabo- 
ration. This is the height of 
corporate fashion at the Moment. The most dramatic colla- 
boration in Europe is that between Philips of the Netherlands 
and Siemens of West Germany, which are pooling their re- 
sources to work towards the 4-megabit dynamic random-ac- 
cess memory silicon chip. Both companies recognise that 
they have fallen behind Japan and the United States in mass- 
produced silicon chips. This is their attempt to catch up. 





ut collaboration.is as often with American or Japan- 
ese companies as Ut is with other European countries. 
With the Japanese companies, it sometimes looks like 
a case of "if you can't beat them, join them." Philips, for 
example, appears to have, been the driving force behind the 
invention of the compact disc. But it decided to team up with 
Sony in deciding the format. It could be that Philips wanted 
to have support for its format from a leading Japanese com- 
pany. Without such support, it might have feared that the Ja- 
panese would not adopt the format and would have created 
their own in competition. After experiencing the defeat of its 
video-tape recorder ( VTR) format at the hands of the Japan- 
ese, Philips was probably wary of taking the same risk once 
again. 
Another Euro-Japanese collaboration has been between 
Britain's Austin Rover and Honda of Japan. In this case, a 
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British Hovercraft in Hongkong: Europe has the ideas. 





weak European company wanted quick access to up-to-date 
technology. The Japanese company, meanwhile, wanted to 
increase market penetration of Europe without bumping into 
protectionist barriers. Those Europeans who want to keep 
the Japanese out of the European car market criticised Aus- 
tin Rover for accepting a "Trojan Horse" arrangement. 

Other major collaborations have between ICL, the Bri- 
tish computer manufacturer, and Japan's Fujitsu; Olivetti 
and Toshiba, the Japanese electrical company, and Siemens 
and Toshiba. In most of these cases, the European company 
is implicitly admitting a weakness and taking some Japanese 
technology in return for giving the Japanese company an out- 
let. There has not yet been enough time to judge such ar- 
rangements. But the strategy does not appear to be one for 
the long term. It can buy a little time for the European com- 
pany, allowing it to cover up a temporary weakness. But a 
really thriving future cannnot be had with other people's 
technology. 

Another strategy is even more of an admission of defeat. 
This is the active lobbying for increased protectionism. Cur- 
rently Philips appears to be quite active in this field. Having 
failed to mount an effective opposition to Japanese consumer 
electronic products in open combat, it has succeeded in ob- 
taining restrictions on the imports of Japanese VTRs and is 
now going for increased tariffs on these products. Philips 
would also like Japanese companies to be forced to make 
more of their products with local European parts. Many 
other industries actively lobby for protectionism or preferen- 
tial government deals — from textiles, to shoes, to ships, to 
machine tools. 

Nearly all these strategies have been responses to crisis. 
But not every industry in Europe has had a crisis. There are 
some which have claimed less attention simply because their 
continued success is taken for granted. The chemicals indus- 
try is one, the wine and beer industries are others. In nuclear 
power, the French company Cogema is a world leader. In 
pharmaceuticals West German, Swiss and British companies 
are top world competitors. There are many products in which 
European companies are No. 1 in the world. 

In the whole range of personal products where style and 
fashion are at a premium, Europe is the world leader — pro- 
ducts such as perfumes, lighters, luggage, haute couture 
clothes, prestige cars and top-of-the-range watches. In fi- 
nance, too, the success of Europe is taken for granted. Swiss 
banks still have their special cachet, while West German and 
British banks also have a big international presence and Bri- 
tish stockbroking and money broking companies are major 
competitors worldwide. 

Taking together these continuing success stories and the 
slimming down or revitalisation of those industries which 
have been in difficulty, European companies face the second 
half of the 1980s in much better shape than they faced the 
first. — James Bartholomew 





THE CHALLENGE 
PAYS OFF FOR 
NORTHERNERS 


By James Clad in Helsinki 


o hear the Nordics tell it, what they already call the 

i “Asian challenge" has done more to lift the competitive 

edge of their complacent industries than anything in liv- 

ing memory. And while that may be stretching a point, there 

is considerable evidence that at least in some product lines — 

notably telecommunications, forest industries and applied 

technology — Scandinavian technology is giving Asian chal- 

lengers an unexpectedly stiff run, even in some home mar- 
kets. 

This Northern European technological competitiveness 
compensates for the area's high labour costs and relative re- 
moteness. Even in normally “safe” East Asian industries 
such as shipping or computer applications, Nordic indus- 
trialists have carved out sales, carrying some expertise all the 
way to Japan's industrial inner sanctum: for example Fin- 
land's Wartsila Shipyards has sold a 75,000 m3 capacity liquid 
petroleum gas (LPG) tanker to Japan while the Swedish con- 
glomerate ASEA has pushed its way into Japan's fiercely 
competitive robotics industry. 

A commanding position in small home markets enables 
most big Nordic firms to push exports to strikingly dominant 
positions on annual sales ledgers. Wartsila, the largest Fin- 
nish shipbuilder, has business elsewhere in Asia, including a 
joint venture with Singapore's Keppel Shipyards (where it 
makes diesel engines), ship sales and consultancy business in 
China and small power stations and pulp-and-paper machin- 
ery for Indonesia. 

As manufacturers of the world's largest, purpose-built 
cruise and special-product vessels, both Norwegian and Fin- 
nish shipbuilders are making strong bids to replace aging pas- 
senger ships operating in Southeast Asia, while naval refur- 
bishing plans in the region, and even Indonesia's transmigra- 
tion programme, have also attracted Nordic hard sell. 

The Scandinavians deliberately exploit their high-tech- 
nology image in Asia. For example, the Finnish firm Vaisala 
recently demonstrated a *meteor scatter telemetry system" 
in Indonesia, bouncing VHF radio signals off 80-120 km high 
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Keppel Shipyards: Finnish joint venture. — 
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ionised “trails” formed by billions of meteor particles burn- 
ing up as they enter the atmosphere. Even though lasting just 
a few seconds, these trails can reflect or re-radiate signals 
enabling one central station to receive messages from au- 
tomatic stations within a 4,000 km diameter. 

The major Swedish communications firm Ericsson has ex- 
panded sales in the Asean region especially over the past five 
years, as has its competitor Nokia Oy from Finland, both em- 
phasising cellular mobile telephones. Norway's National In- 
dustri has capitalised on burgeoning energy capacities by 
opening a joint-venture plant to make power transformers in 
Malaysia. 

The same stress on technology characterises the sale of 
Nordic forestry products and expertise — traditionally a 
major item in Northern Europe's trade ledger with the re- 
gion. Although paper still comprises a large part of merchan- 
dise sales from Scandinavia, exporters have moved into 
more sophisticated joint ventures, pulling locally produced 
timber products into Scandinavian global sales systems. 
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Swatch 
rewinds 
a dying 
industry 


he Swatch watch is an extraordinary 

example of how a seemingly doom- 
ed European industry has successfully 
counter-attacked against the Asian 
challenge. 

In the 1970s, the Swiss watch indus- 
try was losing market share, but only 
gradually. Then along came the ; ino 
watch with a digital display. Japan 
started making this kind of watch in 
vast numbers. Soon afterwards, Hong- 


| Also in the forestry line, Lannen Tehtaat and Enso-Gutzeit 





Thomke: no longer strapped. 
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have sold reafforestation expertise to Indonesian, Malaysian 
and Philippine nurseries. 

Nordic sales to Asia range from up-market manufactured 
exports (including car kits from Volvo and specialised 
machinery) to engineering/consulting services. Scandinavian 
firms are pushing prefabricated housing, railway modernisa- 
tion, water-supply systems (Helsinki's Wiik and Hoeglund 
have rebuilt part of Bangkok's water mains) and engineering 
services (the Jaakko Poyry group and Sweden's SIAB are but 
two of more than 50 Nordic firms represented in Southeast 
Asia alone). Nor is South Asia ignored: Kemira Oy, for 
example, has recently entered a US$60 million deal with 
Pakistan, selling fertilisers and chemicals. 

But as traditional Nordic export products come under in- 
creasing pressure (Sweden's aluminium exports to Malaysia, 
for example, have virtually dried up in the past five years and 
Nordic paper sales face mounting local competition), high- 
technology exports are seen as crucial. Vaisala's Yrjo 


the prestige of being Swiss, but low- 
priced and with design quality which 
would make it stand out. It also em- 
ployed such ingenious marketi 
techniques as organising the wo 
breakdancing championships in the 
United States. 

The outstanding combination of 
technical excellence and superb mar- 
keting has made the Swatch a stunning 
success. The project started as re- 
cently as 1982, but the company sold 
3.7 million Swatches in 1984 — and 
confidently expects that figure to be 
doubled in the current year. 

Having suffered a loss in 1983, 
Asuag-SSIH made a profit of Sfr 26.5 
million (US$11.52 million) in 1984 and 
is set to see much higher profijs in 
1985. The Swiss watch industry is un- | 
likely to regain the dominance of the s 
world market it had in the early 1970s. 














kong jumped on the bandwagon. Sud- 
denly, the long-established skills of 
watchmaking in Switzerland became 
redundant. 

Between 1980 and 1983, produc- 
tion of watches in Switzerland 
slumped a staggering 50% . Most Swiss 
watch companies started to suffer 
losses, employees were sacked. Here 
was another traditional area of Euro- 
pean supremacy succumbing to Far 
Eastern competition — like motor- 
cycles, shipbuilding and steel. 

The biggest Swiss watch company, 
now part of Asuag-SSIH, was cer- 
tainly making a substantial loss. In 
1982, the company was on the way to 
going bust. The banks finan it saw 
that their loans were in great anger. 
They took control of the company, 
sacked most of the management and 
gave one of the managers (whose divi- 
sion was still making a profit) the 
power to make changes in the watch 
side of the business. 

Ernst Thomke, 


That manager, 
brought to his task a vision of what 
could be done that some considered 
disloyal to the Swiss watch industry 
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and more considered wildly over-am- 
bitious. He made two vital decisions. 

The first was sell watch movements 
all over the world. One of the com- 
panies in the group, ETA, supplied 
about three-quarters of the move- 
ments used in Swiss watches, selling to 
them to many famous names in the 
business who put them in their own 
casings. But ETA traditionally did not 
sell outside Switzerland. That was re- 
garded as unpatriotic. 

Thomke brushed aside that tradi- 
tion, braved the opposition within 
Switzerland and now sells ETA move- 
ments worldwide — counting among 
his customers one of the three major 
Japanese watch companies. 

Thomke’s second, even more radi- 
cal decision was a bold attempt to re- 
capture the lower end of the watch 
market. His technical team was able to 
come up with a watch with advantages 
over most cheap watches in terms 
durability, battery life and automat, 
manufacture. 

And, perhaps as important, his 
marketing team came up with the con- 
cept of the “Swatch” — a watch with 


But the terminal decline has been 
arrested. Switzerland is actually re- 
gaining market share. 

In this case, European characteris- 
tics such as assertive individualism, 
readiness to change employers and 
readiness to face up to conflict — ofte 
drawbacks for European industr” 
have proved an asset. Contrary 
traditions of Japan, Thomke 
done a lifetime of service ' 

y or even the indv 

rought into ETA f 
company. This ena’ 
roblems and po* 
resh ore 
Similarly 



















J Toivo a (whe also h „ads the research and: echnola y 
-| of his country's industries associa 
other hi-tech “glamour products” such as computerised ore- 
CE gear, forest-industry energy utilisation systems, 

ydrological basin research and nuclear-medicine tools will 
find growing markets in Asia. 

. In recent interviews, Finnish Foreign Trade Minister 
= | Jermu Laine and his Swedish counterpart, Mats Hellstrom, 
| also showed conviction that a kind of “Nordic edge" in 

| applied technology for telecommunications, computers and 

.| energy development (partly a reaction to Japanese competi- 
— | tion during the 1970s) will increasingly set the pace. 

Hellstrom linked Sweden's export drive in Asia to in- 

creasing numbers of official and unofficial delegations criss- 

.| crossing the western Pacific, to increased technical assistance 

(including training schemes) in Southeast Asia and to 

boosted staffing for trade missions in Asia. Laine was more 

concerned to stress Finland's purist market economy, noting 

that concessionary qe export incentives do not exist 

| * a policy stance Hellstrom said is “inappropriate” for Swe- 
| den. 

d Perhaps the most striking example of the Nordic readiness 

.| tocome out and fight has happened in Japan, where Sweden 

— | has found a specialised niche in one of that country's most 

| forbidding markets. Working with Gadelius (which has been 
= | in the Japanese market for nearly 80 years), ASEA entered 

.| the world's largest robotics market (Japan has more than 200 
— | plants producing 20,000 units a year) and the company now 

contributes more than 400 high-grade, micro-computerised 
| robotic machines a year to that total, prompting one English- 

_ | language Tokyo publication to describe Japan as “still a de- 

.| veloping country in the area of high-grade robots." 

ASEA is now building a plant of 1,000 units-a-year capa- 
city to make a new generation of ASEA machines — "robots 
— | to make robots." 


ogy section 






their network, with 10 Nordic banks in Singapore, includ- 

ing London-based Scandinavian Bank (owned by a con- 
sortium of Nordic banks) and newcomer Kansallis-Osake 
Pankki, which also has a branch in Tokyo. An increasing pro- 

rtion of capital flow to what most Scandinavian central 
anks still call "developing countries in Asia" has occurred 
over the past five years. * 
Yet behind specific examples of Scandinavian sales and 
.| competitiveness lie broader assertions about the global mar- 
_ | ketplace — and Europe's place in it. In a soon-to-be-pub- 
— | lished treatise entitled Pacific Dynamism — Threat or Prom- 
| ise?, former Swedish trade minister and leading Moderate 
= | Party politician Staffan Burenstam Linder compares. the 
Asian challenge to “a game for exchange for mutual benefit, 
competitiveness, technological edge, ‘friction,’ capacity to 
adjust and economic vitality." 

The Asia-Pacific resurgence, Linder told the REVIEW, has 
three dimensions in Europe — as "demonstration effect," as 
“growth pole" and as a "threat" prompting a "costly with- 
awal into sulky and aggressive isolation when facing 
perior performance by others.” Behind the apparent diver- 
of Asia's challenge Linder sees export-led, market eco- 
ics as a common thread, and heglams “welfare-statists” 
ave hobbled Swedish competitiveness. Asia provides a 
er of inspiring examples," Linder added, “achieving 
onomic growth through methods which are replica- 
sustainable, and not miraculous. 
ometimes crudely argued that the old countries will 
mpeted all around by hi-tech and low wages,” Lin- 
ed, “but this is something not to fear. That Asia’s 
pset the existing pattern of competitiveness is the 
specialisation . . . just as they cannot produce 
cannot produce everything." In words sum- 
ew Nordic mood, Linder concluded that 
nparative advantages are not synonymous 
» [Europe]: a new competitor is a new cus- 


|: financial services, the Scandinavians have also spread 
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he troublesome 
temptation not 
to try harder 








was the worried comment of an experienced 

Japanese trade negotiator after a visit to Europe 
this year. With a suddenness which has surprised everyone, 
the political consensus in Europe has turned against Japan. 
According to an insider in Brussels, the easiest way to get 
agreement in the Council of European Community ministers 
is to take an aggressive line on trade policy towards Japan. 

This new hostility to Japan is in danger of spilling over into 
a more widespread protectionist attitude which could affect 
Europe's relations with the rest of Asia. Protectionism in 
Europe is already commonplace, but has been treated by 
many as something of which to be slightly ashamed. With this 
new anger towards Japan, there is a danger it will become 
respectable. 

What has changed in Europe is that its companies and 
politicians have stopped believing what the decns tell 
them. The Japanese have sometimes explained the inability 
of foreigners to sell manufactured goods in Japan in any 
quantity by saying that Euro- 
pean companies are not good 
enough or do not try hard 
enough. Europeans no longer 
accept that this is the real 
reason. 

The Japanese have also had 
a series of market-opening 
packages to make it easier for 
foreigners to sell into Japan, 
the implication each time 
being that (his time it will be 

ossible for foreigners to real- 
y get into the Japanese mar- 
ket. But each time the foreign- 
ers still do not succeed and so 
yet another package is brought 
along. There have been seven 
packages in the past four years. The Europeans have come to 
feel they have been strung along by a confidence trickster. 

British Trade and Industry Minister Norman Tebbit has 
openly accused Japan of “riding on the back of the open trad- 
ing system." He has also warned that if the United States 
takes unilateral action against Japan, the EC might follow in 
an "attempt to prevent Japanese goods excluded from the US 
market from being diverted" to Europe. At the latest EC 
summit meeting, a statement was issued calling on Japan to 
increase "significantly and continuously" its imports of man- 
ufactured goods. The heads of government signalled that a 
new market-opening package would be welcome but Japan 
would be judged on one thing and one thing alone — results. 
Europe will be satisfied with nothing less than a major in- 
crease in Japanese purchases. Any temporary boost, such as 
the buying of a few jumbo jets, will not do. 

A complaint about Japan to the General Agreement on 
Tariffs and Trade is being considered by the EC. This com- 
plaint would be unique and unprecedented since it would 
claim that the whole structure of Japanese society was inimic- 
able to free. trade. Officials at the Gatt offices in Geneva are 
in some doubt about how they could deal with such an intan- 
gible complaint. 

Gatt officials had hoped, in the wake of the economic 


Mi O is lit a cigarette in a gas-filled room.” This 
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the degree of existing protectionism. This is partly because of | growth this century followed the National Government's 
10% tariff of 1931-32 ... . With tariffs we could reflate, be- 
partly because their trade policy comes under the EC um- nefiting employment nationally." 
brella; But their philosophical preferences do represent a lit- Such sentiments are still not widespread, but while Euro- 
tle: ray obhope: -= ES — remains high and Japan is perceived to 
i Britain: has signalled that it may favour making the next e playing dirty, they have their appeal to many people. __ 
rénewakof the Multi-Fibre Arrangement (which restricts the | | — James Bartholomew 
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< s «Friendly and efficient 
«| service in a dynamic 
. economy is the 
^'" winning combination 
. that assured our . — 
" growth into a city 
Bank of Japan. 
| And.now we're 
developing into 
an international | 
financial complex. .. 
. Perhaps more than 


d 


uf 


any other Japanese bank, 
© ^ — Saitama offers its 
customers the full 
benefits of its vigor 
and vision. The vigor 
that has made it one 
. of Japan's fastest 
growing major 
banks. And the 
vision of a bank 

.. that never forgets 
` people are people. 
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The Japanese bank that helps you grow 
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THE JAPANESE VIEW 


A relationship 
of weariness 
and wariness 


By Charles Smith in Tokyo 

urope's suspicions of Japan are returned by the Japan- 
= ese — but Japan is in no way enthusiastic about Europe 

as Europe is about Japan. Japanese trade officials com- 
plain that Europe seems to grumble almost as much about its 
unbalanced trade relationship with Tokyo as the US, even 
though the European Community's Japan deficit has been 
relatively stable in the past few years while the US trade gap 
with Japan has expanded dramatically. Officials and others 
who deal with the political aspect of the relationship gener- 


F ally start by stressing the sheer lack of content — at least by 


comparison with the immensely important Japan-US re- 
lationship. 

Despite these grouses, it would be wrong to give the im- 
pression that nothing ever stirs in the Japan-Europe relation- 
ship. Notwithstanding a marked lack of headlines, and a 
general air of weariness on both sides, there aré a signs that 


communications along the neglected third side of the triangle - 
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Southeast Asia director, Tlenrich 

supporter of using agents in the region. 
e regards it as useful to cooperate with 
ocal companies so as to combine. their 

vith the special appeal of BMW cars. 
ore outspoken : about the difficulties of the 
et. According to Gernot Oswald, an execu- 
the components division, “Japan is just not 
side if firms have their own suppliers. So 
| 1ainly to fill a temporary gap with 
not readily a vailable. there. is soon as 


| ery close to zero." - d Ee 


| iminati ion against — p iudi luc 
th of Asia 


linking Tokyo, Washington and Brussels may soon become a 
little more lively. 

The position with regard to Japan-EC trade, the main ful- 
crum for Japan’s economic relationship with Western 
Europe, is that the surplus in Japan’s favour is due to expand 
again this year after shrinking marginally in 1984 (to US$10.1 
billion, according to Japanese customs clearance figures, 
from the previous year's level of US$10.4 billion). The fact 
that the wider gap will result from a shrinkage of Japanese 
imports is dismal news for the EC, especially since Japan's 
purchases from Europe seem to be reverting more and 
more to traditional food and beverage items and away from 
the sophisticated machinery the Europeans would like to 
sell. 

The good news is that the two sides may just conceiv- 
ably have started talking to each other more construc- 
tively about, trade problems that at any time in the past 
few years. The Japan-EC Trade Expansion Committee, 
a body modelled on a similar US-Japan entity and original- 
ly proposed by Japan's Foreign Minister Shintaro Abe, is 
clatmed by Japan to have got down to "serious and construc- 
tive" business at Its second session this year (held in Tokyo in 

May). 

Apart from hopes vested in the committee, Japan claims 
that its action programme on trade and economic policy, un- 
veiled at the end of July, should make life easier for Euro- 
The programme's 1,800 tariff cuts include 70 
inse to EC requests (though nearly 60 more 





items cited by Europe were not covered). Japanese officials 
also say that the simpler certification procedures for pharma- 
ceuticals that form part of the programme should open up op- 
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publication is to examine the 
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. While attempting to sound opti 
their trade relations with Europ 




















ccused 


ind in the 
hi- 


ech race 


of being difficult to negotiate with because it cannot set a 
order of priority among the various trade requestsit presents 
to Japan. (In the case of 128 tariff-cut requests listed by the 
EC in 1984 “we simply had to decide for ourselves which was 
the most important," one Foreign Ministry official told the 
REVIEW.) | c XM uo So | 
Another familiar grouse is that European countries, espe- | l m 
cially large ones, do not "really try" to sell their products in he most worrying failure of Europe in the past decade 
the Japanese market. Small European nations such as Nor- has been its failure to keep up with Japan and the 
way and Belgium are given high marks for their marketing ef- United States. in the interrelated areas of electronics, 
forts in Japan, but bigger ones are accused of being compla- | computers, silicon chips and telecommunications. It is worry- 
cent. The fact that two West German car. companies, BMW | ing both because these areas are growing so fast and be- 
and Mercedes Benz, have succeeded in penetrating the Ja- | cause electronics and computing power are becoming anor- 
panese market for luxury cars is often cited as evidence that | mal part of more and more manufactured products. It fol- 
other European car makers could have done so if they had | lows (those in the industry argue) that countries which lead 
tried. , m making electronic parts will also lead in making man 
Aside from taking a dim view of EC marketing efforts, | © her products incorporating them. ` E ee 
Japan claims to dislike the European practice of openly re- | In the five years from 1979 to 1984, Japan completely ov 
questing “voluntary restraint" of exports of highly competi- | hauled the European Community countries in exports of e 
tive products to the EC. The Foreign Ministry acknowledges ic pr the value of Japan's electronic. 
the existence of eight "restrained" items, including those on f y 
which the Japanese side makes what are politely known as 
" The most important, video tape-record- 
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| 

"weather forecasts." 
ers, could be freed, Japan hopes, if the EC goes ahead witha | whe 
countries of Europ: 

tems. m 


plan to raise tariffs on them later this year. : 
Compared with trade, Japan's. political relations with 
Europe are free of discord. However, content has also been 
lacking, at least until the deployment by the Soviet Union of 
SS20 intermediate-range missiles in Europe and Asia forced 
the Japanese to realise that they were in the same boat as 
Europe as far às the global security of both sides was con- 
cerned. Japan began insisting in late 1982 that any negotia- 
tions with the Soviet Union on the reduction of intermediate 
missile strengths should focus on the global balance — not 
just on the balance between the Soviet Union and Europe. 






















nce Tokyo took this position there has been a percepti- 
‘ble — though not highly publicised — increase in 
defence contacts between the two: sides. Japan sought 
to use the Western European Union (WEU) as a channel for 
promoting defence contacts with Europe when it invited the 
WEU deputy director-general to Tokyo in January 1985. At 
the bilateral level a series of quiet exchanges seems to have 
been taking place with senior Foreign Ministry officials re- 
sponsible for defence matters in France, West Germany and 
Britain. 

At present, Japan seems highly unlikely to be able to 
transfer defence technology to any European nation, or to 
any multinational organisation if asked to do so (whereas 
such transfers are now possible with the US). A way round 
this problem, however, could be found in the shape of coope- 
ration between Japan and the recently mooted 17-nation 
Eureka project to develop both civil and defence technology. 
If Japan participates in the project it could at least find itself 
transferring some dual-use technologies to Western Europe. 

Apart from remoteness and the lack of any solid founda- 
tion, such as that which exists with the US, Japan's relations. 
with Europe seem to be inhibited by the problem of how to 
deal with European regionalism. Most foreign observers feel 
that Japanese officials are still more at ease dealing with 
Europe on a country-by-country basis, yet increasingly 
Europe seeks to conduct the relationship via institutions such - 
as the EC. Japan's difficulties in adjusting to this are sym- 
bolised by the division of work within the Foreign Ministry - 
which has a “First European Affairs Division" corresponding - 
to the — EC Six and a Second Division roughly - 
corresponding to Efta (the old European Free Trade Asso- 
















dynamic random-access memory (DRAM) chip (which can 
retain 256,000 pieces of information). This chip is set to take 
over fromthe 64K as the most commonly used chip worldwide. 












iemens, the major West German electronics company 
acknowledges that it is about two years behind the 
Japanese in this kind of chip. But after being slow to at- 
tack this particular market — harbouring cash rather than in- 
vesting. it — the West German giant has now become deter 
mined to counter-attack. It is putting its considerable re: 
sources (it has a research and development team of more 
than 30,000) towards catching up. Siemens’ stated aim is tc 
cut the lead of the Japanese in the next product, the 1 
megabit DRAM chip. down to only one vear. r 
And beyond that, Siemens, in cooperation with Philips 
aims to draw abreast of the Japanese competition in produ 
ing the product following + the 4 megabit DRAM chip. Th 
means having the 4 megabit DRAM available before the er 
of the decade. And while Siemens and Philips are Europe’: 
main contenders in advanced electronics, there are many 
other, smaller companies which have their own niches in the 
markets. Ferranti of Britain is a leader in bipolar chips. 
Companies both big and small are being helped by Euro- 
ean g ts torespond to the Japanese challenge. The 

















































governments, rightly or wrongly, have been convinced by the 
electronics companies that they must not surrender the elec- 
tronics industry, that it is strategically vital. The British Gov- 
ernment, for instance, is hoping to catch up p leap-frogging 
to the next stage of computing technology. It is sponsoring 
research into the fifth generation of "intelligent" computers 
and software through the Alvey programme, a direct re- 
sponse to the Japanese programme in the same field. 
Indeed, this programme has several features reminiscent 
of Japanese research programmes. It is government targeting 
of research into a new product area. It promotes collabora- 
tion among companies at à pre-competitive stage. It brings in 
the research capacity of universities in combination with the 
companies. And it effectively designates which British com- 
panies will follow up which kinds of research — thus prevent- 
ing overlapping and wasted research which a small country 
such as Britain cannot afford. 
Thus Racal, a leading British electronics company, will be 
funded to research advanced mobile com- 
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tronics companies, normally Racal's rivals, will not. This is a 
new kind of government management, a kind of "Britain 
Inc." to fight back against "Japan Inc." Whether the British 
mentality is suited to such organisation and whether the pro- 
gramme will be effective remains to be seen. 

A similar kind of project has been started on a European 
scale, called the Esprit programme. And coming on the heels 
of these two programmes is another proposed pan-European 
programme called Eureka. This is a response to the Ameri- 
can "Star Wars" programme. It is intended to stimulate re- 
search into new technology, including information technol- 
ogy, which, so it is hoped, will lead to innovative industrial 
and consumer products. 

It must be said that the history of pan-European coopera- 
tion is not altogether encouraging. Only recently, negotia- 
tions over creating a new European fighter aircraft have bro- 
ken down. It must also be said that the involvement of gov- 
ernments in business in Europe has not always been very suc- 
cessful. The Concorde supersonic passenger aircraft is an 
example of how well-intentioned government support can 
lead to an expensive, unprofitable product. But after a bad 
start in the new electronics, Europe certainly intends to fight 
back. — James Bartholomew 
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STATUS SYMBOLS 


The case of the 
Easter egg and 
the left-arm tan 


By lan Buruma in Hongkong 

ne of the prime characteristics of a status symbol is 
that it is just that: a symbol, divorced from all practical 
or functional considerations. Like the traditional 
Chinese custom of binding women's feet, the less practical, 
the higher the symbolic value — practicality, after all, is for 
the servants who take care of one's daily needs. A prime 
example is the Fabergé Easter egg. Every year from 1884, the 
Russian Tsar would commission from the Leningrad jeweller 
Fabergé an Easter egg made of priceless jewels. These beau- 
tiful but entirely useless objects became the rage among 
European royalty. They were the ultimate status symbols. 

Fabergé's fabulous studios had to close after the Russian 
Revolution of 1917. The founder of the firm, Peter Carl 
Fabergé, died in exile in Switzerland. But the name still lives 
on, in a manner more appropriate to our times of hard com- 
merce and mass production: as a brand of cosmetics. Faberge: 
it has the sound of luxury and European elegance. It is.an 
image that sells, especially in up-and-coming Asian countries 
with highly status-conscious populations. 

Mass-produced status-seeking, though less exclusive than 
the royal taste for jewelled eggs, often shows the same con- 
tempt for practicality. In the 1960s there was a phenomenon 
in Japan called *the left-arm tan." Steering-wheels in Japan- 
ese cars are on the right, so sticking one's arm out of the win- 
dow on a sunny day inevitably results in a tanned right elbow. 
Only an imported European car, with the wheel on the left, 
could offer the inestimable prize of a left-arm tan, as a con- 
summate badge of affluence. Unfortunately, some of the 
most desirable high-status cars in those days were British, 
with steering-wheels on the right. So the most dedicated 
status seekers insisted on having their Rolls-Royces and 
Jaguars especially rebuilt at great expense — what, after all, 
was the point of having a foreign car if one could not have a 
left-arm tan? 

Apropos of cars, it is interesting to see how certain makes 
have taken over from others as status symbols. Japanese 
gangsters and sports stars, as in most places simple lads with 
expensive tastes, used to buy flashy American cars. The 
Cadillac or the Lincoln Continental were the typical badges 
of new affluence. These days, however, one rarely sees these 
oversize and thus impractical — in Asia, that is — vehicles 
any more. Now, every self-respecting nouveau riche drives a 
Mercedes Benz. 

This shows how the Asian riche are no longer quite so 
nouveau as they were; even gangsters realise that American 
cars are too ostentatious. Mercedes cars are expensive, but 
have the image of traditional German engineering and quiet 
elegance. For the same reason, successful gangsters or stars 
now wear discreet but well-cut Italian suits instead of the ` 
flashy silk outfits such men used to sport. 

Foreign luxuries used to be the privilege of the upper 
classes. This is.still true in many parts of the world, especially 
the communist world. In capitalist countries, however, the 
image — if not always the substance — of foreign luxury is 
now accessible to many. Few people can afford a Rolls- 
Royce, it is true, but most people, whether from Taiwan, 
Singapore, Hongkong or Japan, can buy themselves à bottle 
of VSOP brandy. But though European products still have a 
certain cachet, their image has changed in a subtle way. 

Before World War II, “European” was virtually synony- 











22 AUGUST 1985 e FAR EASTERN ECONOMIC REVIEW 


nise, and in most Asian countries the West was Europe. 
"Modern" Asians wore European clothes, drank French 
wines or Scotch whisky, drove British cars and took snaps of 
each other with German cameras. Some of this mentality still 
remains. In many Asian homes an unopened bottle of VSOP 
is still prominently displayed next to or on top of the brand- 
new set. The chances are that such bottles remain un- 
opened: they are merely symbols of modernity. 

The idea that Europe is still best is perhaps especially pre- 
valent in ex-colonial countries. Middle-aged Indians, Malay- 
sians and Singaporeans — the kind of people who like their 
children to speak the Queen's English — still cling to their 
breakfast diet of toast and Cooper's Oxford marmalade. 
Affluent Indonesians, some of whom still take evening class- 
es to keep up their Dutch language, a useless status symbol if 
there ever was one, remain fond of sprinkling van Houten's 
chocolate flakes on their bread in the morning — a habit they 
share only with the Dutch themselves. 

After the war, however, the United States took over the 
image of modernity from the old colonial 
powers. And today, particularly in East and 
Southeast Asia, Japanese products, from TV 
sets to fashionable clothes, have the most 
modern image. This can be seen clearly in 
Hongkong, the capital of brand names. The 
city, once notable for its cricket grounds and - 
elegant colonial architecture, is now domi- 
nated by advertisements for Japanese pro- 
ducts, Japanese department stores and Ja- 
panese fashion boutiques. Certainly, the 
Japanese themselves hardly look to' 
—— anymore for modernity, with the 
possible exception of such fads as punk 
fashion. 

On the contrary, it is now Europe's “olde 
worlde" charm that sells. Advertisements for 
European products stress tradition: landed 
aristocrats in tweeds drink fine English teas; 
elegant French lounge-lizards sport expensive 
watches, drawling such cliches as “magnifique”; 
Italian film stars kiss the hands of evening-gowned 
beauties clutching Louis Vuitton handbags before 
speeding away in Alfa-Romeos. A recently popular 
alternative to this type of cliche, in Hongkong and 
Japan, is to have Chinese or Japanese models drink- 
ing tea, sporting watches and kissing hands — but in those 
same exotic European locations. 


lend an international air to local products. The Japan- 

ese, particularly, go in for this, They make everythin 
Europeans do, usually better. But a Japanese brand of cof- 
fee, say, lacks the cosmopolitan air to make it a proper status 
symbol. The solution is to fly somebody like French film star 
Alain Delon over for a small fortune to endorse the brand in 
a local TV advertisement. One of the most controversial 


A variation on this theme is to hire Westerners to 


SELLING STATUS 


Louis Vuitton sales progress 
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xamples c this type of thing was the endorsement of a Ja- 
panese whisky brand by Mark Thatcher, at a time when his 
mother, the British prime minister, was desperately trying to - 
sell British products. Eo 
An interesting aspect of these advertisements is the use of 
European 'anguagos, usually English, but sometimes 
French, Foreign phrases are used in Japan for their exotic 
sound. Japanese copywriters come up with ludicrous slogans - 
in English to advertise almost anything. "Let's do sports vio- 
lent all day" is one well-known example. These phrases are 
everywhere: on shopping bags, T-shirts, restaurant menus 
and shop windows. Nobody knows what they mean, but they. 
sound good. It is a new version of English, only known in 
Japan. The fact that foreign stars can now sometimes be seen 
endorsing Japanese products in this type of creative — | 
illustrates how much image has usurped reality; for, in e ect, — 
these foreign stars are made to imitate Japanese imitating - 
foreigners. P 
Image, however, is not the only attractive thing about — 
European products. Even more important, perhaps, is their 
sheer expense. Tobe | 
able to afford more 
than your neighbour - 
heightens your sta- 
tus. Advertisers plan | 
up to this kind of | 
snobbery. Hongkong | 
TV viewers, for - 
example, are asked | 
to buy Haagen Dasz- 
ice cream (from 
Brooklyn, NY, but 
deliberately given a 
European-sounding - 
name for the sno 
appeal attached) be- — 
cause it is the most 
expensive ice cream 
in town. When the 
importers of Johnny 
Walker whisky in 
Japan decided some 
time ago to bring the — 
price of its Red Label | 


* brand down to the 
Luxury goods advertised in the REVIEW: same level as local i 


tradition and expense. brands, sales actual- 
ly dropped. It no longer had the same snob appeal. 

There is a practical reason for this. East Asians, and Ja- 
panese in particular, customarily —— gifts to ease social 
and business relations. It is a nice way of saying, "I'll scratch | 
your back if you'll scratch mine" — some misguided Euro- X 
peans might call it bribery. Favours create obligations and Ja- 
panese businessmen are forever engaged in a game of one- | 
upmanship as to who is more obliged to whom. Gifts must be 
reciprocated, but a return present of lesser value would bean | 
insult, while a more expensive gift creates an obligation. Be- | 
cause of this people must be highly price conscious. An ex- | 
perienced giver and receiver of official presents can tell at a | 
glance how much something costs. This is where European - 
luxury items often come in. They are expensive and thus | 
ideal for obligation-making gifts. To bring down the price of. 
such products as Scotch whisky, Swiss chocolates, Italian ties | 
and so forth, is to misunderstand their purpose. VE 

This does not mean that tariff barriers are a pes thing. | 
Expensiveness only has its charm in the case of glamorous | 

roducts. And contrary to what the Japanese would have us | 

lieve — and what Japanese Prime Minister Yasuhiro - 

Nakasone told his own people on TV (REVIEW, I8 Apr.) — | 
Europe produces more than luxury items. Expense may |. 
work wonders with French soap, but it kills Swiss pharma- 
ceuticals, German high téehinol oy or British fertilisers — 
not to:mention American beef, or Korean steel, but that is 
another story. B 13 
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THE PROFESSIONALS 


A post-colonial 
boom for the 
Euro-bankers 


By Robert Cottrell in Hongkong 


€ Six days, I think, from Colombo to Singapore, where we 
were met by recent friends from London office, drank gin 
slings, went bathing from Dudley's little bungalow some 
miles away on the coast, stayed overnight in the Bank Mess, 
marvelled at the very fine new Bank building, and were in- 
troduced to Mr (later Sir John) Peter, just come from 
Hongkong — a brilliant banker who put the Bank right on 
the map in Malaya. 

We were due to reach Hongkong in the early morning, 
and | was up on deck soon after dawn to see our entry 
through the Lyemoon Pass, which was so narrow that ti- 
gers would swim across the strait . . . Sentiments bubbled 
up in me as they do in youth. This was the start of what I 
vaingloriously considered my "career" — the Golden East, 
the head office of the Hongkong Bank, at once my refuge 
and my stepping-stone to affluence, I hoped . . . I might be 
sent anywhere — turn to the right and I'd be in Manila, what 
about Siam and the Frenchness of Indo-China, straight 
north to Shanghai, the mart for all North China, even 
perhaps to Peking. Peking — there would be a city for ad- 
venture and wonder.? 

— from the Hongkong Bank's Oral History Projects, 
published in Francis King's Eastern Banking. 





would-be bankers and sharebrokers shipped out 60 years 

ago to an Asia still then largely composed of colonial ter- 
ritories. They came because of the high wages; because times 
were hard at home; because "localisation" had not reached 
the professions; because, while rubber and tea might come 
from Asia, finance capital came from Europe. 

Successful financial institutions tend to outlast their con- 


| t was with more enthusiasm than sophistication that young 
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Singapore Stock Exchange: less internationalised than Hongkong s. 








temporaries in other sectors. The Hongkong and Shanghai 
Banking Corp. is at least as powerful now as it was 60 years 
ago, and its head office still stands on the same site in Hong- 
kong. It has become more of a Hongkong institution, with 
what is generally reckoned as only a tiny percentage of its 
share capital held in overseas hands — though top manage- 
ment remains an expatriate fief. 

Its British Empire rivals, Standard Chartered Bank and 
Grindlays Bank, are both still doing active business through- 
out Asia, though control of Grindlays has passed from Lon- 
don to Melbourne, where it is now a subsidiary of ANZ 
Bank. The Belgians, Germans, French and Dutch have long 
since withdrawn their soldiers from the east, but they have 
left their bankers — though Banque Indosuez, for example, 
is now doing rather more business in Hongkong than it is in 
Hanoi. 

If colonialism brought the first European financiers to 
Asia, it was Asia's own late- and post-colonial prosperity that 
brought the succeeding waves. Japan, South Korea, Singa- 
pore, Hongkong, and Taiwan provided individually and col- 
lectively an astonishing example of economic resurgence 
through manufacturing and trading prowess. Thailand, Ma- 
laysia, the Philippines, Brunei and Indonesia, which now, to- 
gether with Singapore, form Asean, possessed the natural re- 
sources needed, not only by other nations within the region, 
but by the Americas and Europe too. 

Perhaps because resource-rich governments saw them- 
selves as much in the business of husbanding as creating 
wealth, it was in the more liberal and cosmopolitan manufac- 
turing economies that Asia's financial centres developed. 
Hongkong and Singapore both rate themselves Southeast 
Asia's financial capital. Hongkong in particular likes to claim 
for itself the role of financial centre of the Far East, third only 
to New York and London in the world, though that title be- 
longs properly to Tokyo. Hongkong has 44 local banks, 96 
foreign ones with full branch status, and 112 foreign bank 
representative offices. Singapore as of the end of 1983, had 
122 commercial banks of all types. 

Hongkong's stockmarket has just one big local broker, 
Sun Hung Kai & Co. — and even that is 25%-owned by Mer- 
rill Lynch, the US financial-services group. The top-ranked 
competition is almost exclusively European in parentage, 
though with a high proportion of local staff. 

Jardine Fleming. a diversified investment bank, is half- 
owned by the London bank Robert Fleming, half by the Bri- 
tish-run trading group Jardine Matheson Holdings. Hoare 
Govett, de Zoete 
and Bevan, Vick- 
ers da Costa, 
James Capel, W. 
I. Carr (Overseas) 
and Rowe and 
Pitman all figure 
among the more 
important stock- 
market operators. 
All are British in 
origin and style, 
even if recent up- 
heavals in the City 
of London have 
seen their owner- 
ship diversify — 
Vickers to be 
bought by Citi- 
bank, Hoare Go- 
vett by Security 
Pacific, James 
Capel. by the 
Hongkong Bank. 


stockbroking 
community is less 
internationalised, 
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because full stock-exchange member- 
ship is confined to local firms. Despite 
that, the high level of London interest 
in Far East stocks makes it worth- 
while for brokers such as Hoare Go- 
vett, James Capel and Vickers da 
Costa, for example, to maintain sub- 
stantial representative offices in 
Singapore producing original re- 
search material. 

Among other Asian nations, Ma- 
laysia also excludes foreigners from 
full stockbroking status, though 
creeping change may soon be under 
way as the indirect result of initiatives | 
to "corporatise" brokerage partner- | 
ships. Taiwan and South Korean stock- 
| markets are cloaked in official protec- 
| tions and regulations whose effect is 
| to restrict foreign portfolio invest- 

ment to authorised trusts. 

The Thai market is more open, but 
heavily taxed. A British stockbroker, 
| T. C. Coombs, and a British investment manager, GT Man- 
agement, are among the few foreign institutions to cultivate 
expertise in Thai stocks, but the field may now be opening 
wider with the decision by Merrill Lynch and British stock- 
broker Cazenove and Co. jointly to establish a Thai invest- 
ment fund. 


DAVID JENKINS 








or the European stockbroker, Asia is generally any- 

thing but a-hardship post. Salaries and cost-of-living 

| allowances are generous by all but Wall Street stand- 

| ards. The business climate is generally more buccaneering 

| and less snooty than, say, Frankfurt, Paris or the City of Lon- 
don. There is more latitude for speculative and insider trad- 
ing — there is, indeed, often no alternative. Big profits can 
be made, both for oneself and for one's firm, by people who 
hit the right cyclical phase or nap the right stock. 

In overall cash terms, however, even Hongkong and 
Singapore are sideshows compared with the one big world- 
class Asian stockmarket, that of Japan. The Tokyo 
stockmarket is, by capitalisation, three times the size of Lon- 
don, and almost half the size of Wall Street. It is five times the 
size of Hongkong and Singapore put together. It has also re- 
mained, for European institutions in particular, the most tan- 
talisingly difficult of all foreign centres in which to operate 
profitably. 

Official regulations make a lot of things which foreigners 
would like to do in Japan simply illegal. Much of what is legal 
in theory is difficult in practice. And where something is both 
legal and possible, Japan's own powerful financial institu- 
tions make for some tough competition. 

American institutions have found Japan more tractable, 
partly because they have big capital, partly because Wall 
Street has been an important model for both the earlier regu- 
lation and now the gradual deregulation of Japan's financial 
sector, Salomon Brothers and Morgan Stanley are conspicu- 
ous examples of foreign securities houses operating success- 
fully in Japan; Citibank and Chase Manhattan of commercial 
banks; Boston Consulting Group of management consul- 
tancy. 

Part of the reason European financial institutions 
have found Japan so difficult is that the cornerstone of Japan- 
ese financial regulation is a separation between banks and 
securities houses which, though now blurring at the edges, 
survives both in principle and in mainstream practice. Some 
of Japan's own institutions profess to find it vexatious: 
the worldwide trend away from straight lending towards 

| negotiable debt instruments is causing both banks and secu- 
rities houses to fight for turf. Foreign institutions, locked 
into domestic regulatory structures which differ from those 
of Japan, find themselves fighting endless bureaucratic bat- 
tles. 
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For instance, 
Barclays Bank of 
Britain is, in Ja- 
panese terms, a 
bank, and not a 
securities house. 
So, to the public 
frustration of 
Lord Camoys, 
head of Barclays’ 
new-look securi- 
ties unit, it has 
so far proved im- 
possible to win a 
securities branch 
licence in Tokyo 
for de Zoete and 
Bevan, the Bri- 
tish stockbroker 
which Barclays 
controls. 

This exclusion 
can scarcely be a 
reflection on the 
Japanese opinion 
of Barclays skills 
or probity, since 
the British bank 
has recently been 
authorised to begin trust banking in Japan, a signal pri- 
vilege shared with only eight other foreign banks. It is à 
matter of regulatory form, which has along the way be- 
come linked with another regulatory problem, the desire 
of Japanese stockbrokers to do banking business in Lon- | 
don. 

The Bank of England says that foreign institutions owning 
banks in London must report to bank regulators in their 
home countries. But the Japanese securities houses report to 
securities regulators, not to banking regulators, in Tokyo's | 
Ministry of Finance. The Japanese bureaucrats do not want | 
to blur that line, so the securities houses are excluded from | 
London banking, and the atmosphere is soured for British in- | 
stitutions seeking securities branch licences in Tokyo. 

It might be argued that Barclays, in particular, should 
scarcely be accusing Japan of inflexibilty, when its trust- 
banking licence represents the widest-ranging licence avail- 
able to any banking institution in Japan, domestic or foreign. 

It means, for instance, that Barclays can do types of banking 
forbidden even to Japanese majors such as Dai-Ichi Kangyo 
or Sumitomo Bank. In particular, Barclays and the eight 
other licensed foreign trust banks can pitch for management 





Chartered Bank, Singapore and Hongkong: 
Asía is a good customer. 
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of Japanese corporate pension funds, and operate the popu 
lar stockmarket investment accounts known 
funds. Trust banking is a high-o | : 
but a linch-pin job in the world's second-largest domestic cap- 
| ital market. 

. Few foreign banks make money in Japan: retail customers 
are too expensive to service, corporate customers are reluc- 
tant to break or dilute established relations with Japanese 
banks, which they can count on for a broad range of advice 
and services in good times as well as bad. Foreign banks must 
look for niches: one long-time popular source of business, 
now waning, was lending to loan-sharks, an occupation 
| which Japanese banks found too risky or too distasteful; 
foreign companies doing business in Japan, or Japanese com- 
ies doing business abroad, are other obvious entrées. 

. Evenskimpy business is enough to keep most banks hang- 
ing on, however, because none dare risk opting out of Tokyo 
| is as it begins its rise to financial supremacy in Asia. It is not 
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ust that liberalisation of Japan’s antiquated securities and 
banking laws may in time make it easier to do business there. 
More important, the yen is gaining stature as an international 
currency at the expense of the US dollar. US banks’ interna- 
tional lending is being squeezed by bad debt experience in 
| p^ America, voracious domestic credit demand, and re- 
‘sulting high interest rates. Japan is, thanks to its vaulting 
| trade-account surplus, earning more capital than it wants to 
= save or invest at home. 
= Sofar, much of the capital outflow has been spent on buy- 
_ ing US Government securities: but the indicators are of an in- 
= ereasing proportion being channelled into Euroyen lending 
. and borrowing (Euroyen are yen held outside Japan). Japan- 
= ese banks are already the largest single national group of 
. lenders in the London Euromarkets; their profile is high in 
_ Singapore, Hongkong, and in China financing. For Euro- 
pean banks accustomed to lending and borrowing in 
. Eurodollars, from a London-centred market, the prospect 
. beckons of a growingly powerful rival market denominated 
in yen and centred on Tokyo. Access to yen funding, experi- 
. ence in trading yen assets, and operational links with big Ja- 
panese banks will be the key to success in Euroyen finance. 
With that prospect in mind, Tokyo offices may be expensive, 
but they are scarcely a luxury. 


|i 
y 
" he early European financiers in Asia were romantics in 
Bg their youth, hard-headed cynics in old age. Their 
modern successors are for the most part short-stay ex- 
| nationalised that Tokyo has functionally more in common 
. with London and New York than, say London with Birming- 
= ham, New York with Phoenix or Tokyo with Kyoto. Per- 
- the business sense are India and China, both growing gradu- 
- ally richer and more liberal. 
heavily. China allows them representative offices, but, with a 
-. very few exceptions, no opportunities to do any real busi- 
| ness, though international bond-issues (one was recently 
V * 


- 
patriates who live in a world of high finance so inter- 
- haps the last great romantic territories left open to explore in 
| | India already has its foreign banks, but taxes their profits 
andated to Deutsche Bank) may soon improve this picture. 













. One of the most curious spectacles of modern finance is the 
| o espe of 50 foreign banks, each spending about 
| US$250,000 annually to maintain a representative office in 
. China, almost all with nothing yet to show but goodwill. 
. India seems, by comparison, to be underrated. As in China, 
| there are signs of a changing governmental mood, and evi- 
| dence of an increasing prosperity. 
— Asia has been a good customer to Europe's financial ser- 
. vice groups, offering a growing and diligent customer base. 
| British, French, West German and Belgian banks in particu- 
| lar have been able to lend aggressively into Asia without 
.| credit risks remotely comparable to US banks lending into 
South America. So far, Europe and the US have both con- 
.| tended profitably for Asia's financial markets. The question 
for the coming decade is how successfully the struggle can be 
waged against the overseas expansion of Japan. : u 
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By Correspondents 


any European companies have taken the plunge into 
the Asian market in the biggest way possible — 
through direct investment. The leaders are Asia's 
former colonial powers, Britain, the Netherlands and 
France, and there is even a residual Spanish influence in the 
Philippines. But the West Germans are also major players, as 
are the Scandinavians. 

An exception to the “old colonial" rule is Indonesia, 
where the Dutch had pride of place until the late 1950s, when 
then president Sukarno closed down many Dutch firms while 
the Netherlands and Indonesia were fighting over West 
Papua, now the province of Irian Jaya. They have never reco- 
vered their position, as evidenced by the lack of a Dutch fi- 
nancial institution among the foreign bank branches operat- 
ing in Jakarta. 

The strongest European countries in investment terms 
now are Britain and West Germany followed by France, the 
Netherlands and Italy. But no country is favoured especially. 
"The Indonesians are attracted to anyone who has money," 
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Indonesian cement plant: squeezing Blue 


said a West German businessman. This factor, plus the per- 
ceived arrogance of representatives from some of the larger 
companies in the industrially strongest European nations, 
give smaller countries with appropriate technology for In- 
donesia a chance to carve out a niche for themselves. Fin- 
land and Spain are two countries which have benefited in this 
way. 

Aldous European companies on the whole feel their in- 
vestments in Indonesia have been worthwhile, domestic- 
market problems have hit some of them — such as motor- 
vehicle assemblers like France's Renault and Peugeot and 
West Germany's Daimler-Benz. And British cement pro- 
ducer Blue Circle, with a large investment in North Sumatra, 
is finding itself pinched by Indonesian-owned producers in a 
heavily over-supplied market. 

Not only Dutch, but all European companies operate at à 
historical disadvantage in Taiwan. European nations lack the 
strong ties with Taiwan that the United States has maintained 
since 1949, taking the role of Taiwan's chief diplomatic and 
military protector. As a result, US companies have held a 
commanding position there since the 1960s. European com- 
panies have also been held back by their governments' closer 
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primarily for the domestic market. 
Among the small number of French 
companies active in Taiwan are Rhone 
Poulenc, the chemicals concern, which 
primarily markets its imported pro- 
ducts, and Peugeot and Renault, which 
have licensing agreements with local: 
manufacturers which assemble knock-» 
down kits for the domestic market.’ 
West German companies include the 
Munich-based Siemens AG, telecom- 





Over the next 12 months, the Centre will organise the following programmes: 








OPTIONS & OPTIONS ON FUTURES — A PROFESSIONAL WORKSHOP ; 
For managers in Asia — Singapore, 5 and 6 September, 1 985 : 










STRATEGIES FOR PACIFIC ASIA 
For European senior — — Fontainebleau, from 2 to 4 October, 198 
and from 23 to 25 April, 1 986. 


HIGH TECHNOLOGY DEVELOPMENT & MANAGEMENT IN JAPAN: STRATEGIES & SKILLS FOR EUROPE = 
For E urban nom — Fontainebleau, from 30 Sepiember to 4 October, 1 98 


"STUDY MISSION TO CHINA © , 
: For European managers — er Kong xi PRC, from 13 to 26 October, 1 









ceuticals giant Hoechst AG, which im- |: 
ports bulk materials for processing and 
packing. 

The largest Dutch company is Philips. |: 
Taiwan, which manufactures an assort- | 
ment of video products and integrate 
circuits. With four plants around th 
land, the company has invested capital 
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DEVELOPING BUSINESS IN CHINA : à 
For European managers — Fostahieblea from. to 8 November. 1 98 











JAPANESE INTERNATIONAL MANAGEMENT PROGRAMME : 
| For Japanese managers — Tokyo, from 16 to 20 Dec — l 


EUROPEAN RESPONSES TO JAPANESE GLOBAL STRATEGIES 
For European managers ~ — Fontainebleau, from 10 to. l4 — 198 


< MANAGEMENT & MARKETING SKILLS FOR THE GROWING ECONOMIES OF ASIA 
For European manage — Fontainebleau, from 10 to 14 Febr uary, 1 986 


MANAGING PEOPLE & CHANGE IN ASIAN: ENVIRONMEN S ne 22 
: For A sian. and European nagers — Macau, from 3 to 7 March, 198 















36% share from the US. However dur- 
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For Asian and European managers - — Singapore, from 17 to 27 March, 198 


STRATEGIC PLANNING IN ASIA 
| For Asian ——— — —— from 24 to 27 March, 1 986 


K WHAT CAN ASEAN ENTERPRÍSES LEARN FROM JAPAN? 
| For managers in ASEAN countries — Singapore and Japan, from 4 to 13 April, 1986 


ASIAN SENIOR EXECUTIVE PROGRAMME - 
For Asian senior executives +— ——— from 1 41 to 25 April, 1 986 : 
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and third Britain with two at US$4.023 
million. Last. was West Germany with 
three projects worth US$3.614 million. 
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KW VEU Wei - 
ing continuous efforts to attract more European invest- 
ment. 

European as well as other foreign investment in the 
Philippines is virtually at a standstill following uncertainty 
about the health of President Ferdinand Marcos; the assassi- 
nation in August 1983 of popular opposition leader Benigno 
Aquino, and finally the moratorium on the nation's external 
debt principal payments in October 1983. ; 

At the end of 1982, the year immediately preceding the 
worsening of the debt-related financial crisis, European in- 
vestments, as monitored by the Central Bank of the Philip- 

ines, included US$93.24 million from the Netherlands, 
S$84.78 million from Britain, US$42.01 million from 
France and US$21.01 million from West Germany. 

As the top two European investors, the Netherlands and 
Britain share equity in at least two resident companies. 
Pilipinas Shell Petroleum, which is in oil refining and distri- 
bution, is part-Dutch and part-British. Philippine Refining 
Corp., a producer of cooking oil, soaps, detergents and other 
household items, is a subsidiary of Unilever which, in turn, is 
half-Dutch and half-British. 

West Germany ranks only fourth among European in- 
. vestors in the Philippines, but it has the distinction of being 
an equity participant, through — — 

Lurgi, in a major government- 
supported industrial project 
which reached commercial 
roduction stage just this year. 
his is the coconut-based coco- 
chemical production project of 
United Coconut Chemicals; 
Lurgi has a 40% interest. 

There is fairly extensive 
West German presence in the 
local pharmaceutical-chemical 
field and in garment-making 
and semiconductor making. 
But West Germany is more 
identified in the public mind 
with Mercedes Benz and Volks- 
wagen cars, Siemens telephone 
and other equipment and MAN 
diesel engines. West German 
equipment and technology are 
also involved in some hydro- 
power and other non-oil energy 
projects. 

Investments from Austria, 
Switzerland and Sweden are 
considered not substantial. But 
the most active European com- 
panies of late, despite the financial crisis, are Voest Alpine of 
Austria, Nestle of Switzerland, and Sweden's Asea and 
Swedish Match. 

Total European investment in Thailand is estimated at 
US$200 million — comparable to American interests, but 
only about 50% of the Japanese stake. There are four Euro- 

ean chambers of commerce — Italian, West German, 
rench and British. 

British companies are by far the most diversified, with in- 
terests in consumer products such as toothpaste and soap, in- 
surance, airlines, construction, tyre manufacturing, petro- 
leum and pharmaceuticals. There are also a number of 
energy consultancies. West German companies are involved 
in chemicals, pharmaceuticals, glass, fibreglass, ceramics, 
agriculture machinery (particularly for tapioca manufactur- 
ing), plastics and metal manufacturing. The Netherlands is 
perhaps surprisingly well represented, with investments in 
petroleum (Shell), electrical goods (Philips), dairy products 
(Foremost) and paint (Sigma). The French presence is weak 
since their withdrawal in late 1982 trom the large Thai-Mel- 
lon textiles venture, the largest French investment in South- 
east Asia. 
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Singapore oil refinery: a major European stake. 





for investment from the US and Japan) is Singapore. The 
most obvious area in which the Europeans have invested in 
the republic is oil refining and related industries such as ani- 
mal feed and petrochemicals. BP International Ltd is a share- 
holder in Singapore Refining Co. together with the Singa- 
pore Government and US oil companies. British Petroleum 
owns BP Refinery Singapore, Britain's Burmah Oil owns 
Castrol (FE) Pte Ltd making lubricants and grease, while the 
Royal Dutch/Shell Group produces lubricants and petro- 
leum products through three subsidiaries. 

European companies are very strong in the food, bever- 
ages and tobacco-manufacturing sectors. British-American 
Tobacco and Rothmans, both British, produce cigarettes in 
Singapore. The Netherlands’ Heineken International NV 
has a stake in Malayan Breweries Singapore, which brews 
Heineken and Amstel lagers under licence. Switzerland's 
giant Nestle SA has two subsidiaries. 

In the chemical field, Bayer AG of West Germany, Swit- 
zerland’s Ciba-Geigy and Britain’s Beecham Group, ICI 
Lid, Berger, Jenson & Nicholson, International Paint, 
Unilever and Yardley are all active. Paint products, 
both domestic and marine, figure prominently, with Nor- 
way s Jotungruppen A/S also present. 

j The marine industries are 
another European stronghold, 
with Danish boilermaker Aal- 
borg Vaerft and Finnish diesel 
manufacturer Wartsila Oy 
both manufacturing in the re- 
public. Britain's Vosper has a 
subsidiary shipyard in Singa- 
pore specialising in aluminium 
craft and patrol boats. One of 
Finland's largest industrial 
concerns, Kone Oy, produces 
shipyard and harbour cranes 
through a tie-up with Far East 
Levinston. Other diesel en- 
gines are produced in Singa- 
pore by West Germany's MAN 
and MTU. 

In the field of electrical and 
electronic products, Europe's 
presence has been over- 
shadowed by the Americans. 
However, Sweden's Asea AB 
and Switzerland's Brown Bov- 
ern manufacture switchgear 
and switchboards in Singa- 
pore. Domestic appliances, in- 
cluding TV sets are manufac- 
tured by France's Thomson Brandt and the Netherlands' 
Philips, which has a major manufacturing capacity. Com- 
puter peripherals are made by West Germany's Nixdorf and 
Olivetti of Italy. Olivetti produces electronic calculators and 
typewriters too. 

According to available figures, the old colonial power, 
Britain, is still firmly in the lead in direct investment in Ma- 
laysia, even beating Japan in terms of paid-up capital 
(M$578.66 million — US$235.23 million — as against 
M$572.54 million) and just behind it in terms of fixed assets 
(M$755.15 million as against M$766.64 million). 

The US is third and the next European runner-up is West 
Germany with paid-up investment of M$94.12 million and 
fixed-assets investment of M$114.89 million. Most other Euro- 
pean nations — from Austria to Switzerland and Belgium to 
Sweden — have a stake in the country. Britain's major stakes 
are in food manufacturing, drinks and tobacco and petro- 
leum. West Germany's in textiles and electrical and electro- 
nic products. Other European interests range from transport 
to scientific instruments, with France, of course, having a 
major stake in tourism through its Club Med complex at 
Cherating. ü 
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Please send me information on your company 
name 

address 

country 


MERLIN GERIN 
FAR-EASTERN OPERATIONS 
P.O. Box 159 

JURONG - SINGAPORE 9161 





company 


tel. 





Merlin Gerin, one 
of Europe's 
leading switchgear 
manufacturers, 
designs and builds 
switchboards and 
complete 
installations for 
monitoring and 
distributing 
electrical power all 
over the world. 
Merlin Gerin is 
involved from the 
power plants to 
private housing 
and through 
industrial and 
commercial 
market sectors. 
16500 employees 
work towards 
mastering 
electrical power. 


ntormaton Dept 
38050 Grenoble Cedex 
France 


MERLIN GERIN 
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KNOWS BOMBAY 
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It starts with a warm welcoming smile. 
The personal concern. The attention to details. 
The serenity. The exquisitely prepared food. 
Sun by our pool. Explore the 300 shops housed 
within the Towers. Or just enjoy the view. 
Start knowing Bombay like we do, 
at the Oberoi Towers. 


(Veri Sowers 


BOMBAY, INDIA 


OBEROI. THE VERY BEST OF BOTH WORLDS 


AUSTRALIA, EGYPT, INDIA, INDONESIA, IRAQ, NEPAL, SAUDI ARABIA, SINGAPORE, SRI LANKA 
RESERVATIONS THROUGH LRI (TOKYO) 215-5141, OBEROI IMPERIAL (SINGAPORE) 7371666 
OR THE HOTEL DIRECT, TELEX 4153/4154 OBBY IN 
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Giant Panda 
needs your help 
to survive 


Oe LE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it ts vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


W'W'F acknowledges the donation of this space by 
Far Eastern Economic Remex 
Advertisement prepar edas a public service by ( gk vr Mather 





THE EXPATRIATES 


Life can still 
be sweet for 
box-wallahs 


By Correspondents 
he days are long gone since large slices of Asia were 
| ruled by European expatriates — when assorted 
Britons, Dutchmen, French and others lived out their 
days, and often died, far from home as officers of their re- 
spective Rajs or as flag-following traders. But the expatriates 
are still very much with us. 

And while the expatriate may no longer hold a privileged 
place in society — the palatial bungalow of the past is now 
more likely to be a high-rise apartment — life can still be 
sweeter “out East" than it is “at Home.’ 

Expatriates in Indonesia, for instance, often say they love 
to live there, but hate to work there. “Honestly, I don't see 
why any of these businessmen come here, after seeing what 
they have to go through to get a little business," a European 
diplomat in Jakarta renmarked recently. 

But despite the problems of doing business, more than 
10,000 Europeans live in the country, with Britain heading 
the field with 3,747, followed by the Netherlands (2,774) and 
France (2,595). And life in Jakarta has its compensations. 
Most expatriates live in houses, rather than flats — often with 
swimming pools — and most companies pay nearly all 
costs for European emplovees, including housing, car, 
driver, servants, home maintenance and utilities, schooling 
for children, travel and home leave and club membership. 
The southern side of Jakarta, mostly the neighbourhoods of 











Kemang and Kebayoran Baru, are favoured because there. . 


are schools nearby and land is available for large, Western- 
style houses. 

The cost of maintaining a married, childless expatriate in 
Indonesia was put at US$70,304 a year in a recent survey by 
Price Waterhouse, and that of maintaining a family with 
three children at US$95,195 a year. According to an informal 
poll among European expatriates, they earn about 
US$2,000-3,000 a month, a level they put at about 20% 
below the earnings of Americans in comparable posi- 
tions. 

Life for expatriates in China is rather different. Housing 
is a major problem, with only 1% able to rent a place 
from the Chinese Government; the rest live in hotels for 


* and ne new housing | in Singapore: the lingering Raj. 
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their entire stay. And social life tends to revolve around 
the hotels, with gatherings around the swimming pools 
at Peking's Great Wall and Jianguo, or at Charlie's Bar in the 
Jianguo, 

The other focal points for the expatriates are their own 
embassies, many of which make their tennis courts and other 
sports facilities open to their compatriots. The French Em- 
bassy shows French films once a week, and the British Em- 
bassy shows British films. And — of course — the British 





a | 
Western-style supermarket in Shanghai hotel: housing is a problem. 
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have a pub, The Bell, in the Amenities Hall in the embassy 

grounds. 
There are reckoned to be about | ,800-2,000 Europeans in 
the country — counting diplomats, 


businessmen, students and depen- 

dants. Britain provides the most, with 

about 600, followed by France and 
| West Germany. Italians number 150, 
| Belgians 100 and the rest of the Euro- 
pean nations fewer than 100 each. 

In South Korea what strikes visit- 
ors is the marked contrast between 
the vast American presence and the 
tiny European community. The Ame- 
ricans tend to remain within their own 
community, but the Europeans are 
much more outgoing; European em- 
| bassies are smaller, friendlier places. 
| The largest European group is from 
| West Germany, with 235, followed by 
;| Britain (231) and France (177). Other 
European nations numbers. fewer 
— | than 100 each 
zx The West Germans run a large 
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government-funded trade 
office (the Korean-German 
Chamber of Commerce and 
Industry) and one can al- 
ways find a group of local 
German businessmen at the 
bar of the Chosun Hotel be- 
tween 6 and 7 in the even- 
ings. But the fastest-grow- 
ing European population is 
from France, rising from 
117 to 177 between 1981 and 
1984. The French have es- 
tablished a strong official 
‘presence, with a very popu- 
lar cultural centre which 
shows French films non- 
stop to largely young audi- 
ences in this city starved of 
cinematic thrills. 

The British keep a typi- 
cally low profile, though 
they were actually among 
the first to enter Korea in the 
late 19th and early 20th cen- 
turies, engaged in mining. 
trading and building rail- 
ways; they mostly left with 
the arrival of the Japanese 
in 1910. But the British 
Embassy is the oldest, and 
nearby stands one of the 
largest and oldest churches 
in the country, the Anglican 
cathedral, built at the end of 
the last century and still a 
major Seoul landmark. The 
British run their own rugby 
team and football team 
which play against locals. 

Estimates of the number 
of European businesspeo- 
ple and families in Taiwan 
are difficult to come by, but 
the number is probably no 
larger than several hundred. 
Quite a significant number 
of Europeans work in local 
and foreign companies 
without commercial visas 
and thus are listed as tourist 
entries, if at all. Only the American community and Japanese 
community have their own schools, but many European 
children attend the Taipei American School, which runs 
from elementary school through high school. 

Most European expatriates live in the same areas of 
Taipei that are popular with other foreigners: the northern 
suburb of Tienmu, the hilltop foreign community. on 
Yangmingshan, or Wellington Heights, near Peitou. In re- 
cent years, an increasing number of foreign businessmen 
have been moving downtown to the new luxury apartments 
springing up in east Taipei. 

Up to a year ago, there were 300 European businessmen 
in Thailand, about half as much as the resident Japanese 
community. It has been estimated that it costs US$100,000 a 
year to keep a European businessman in Thailand, 40-50% 
higher than at home and inclusive of rent, transport, school- 
ing for two children and salary allowances to compensate for 
foreign conditions, 

Most prefer to live in the Sathorn-Thungmahamek resi- 
dental area of Bangkok because of its close proximity to the 
Silom business district where they have their offices — loca- 
tion being an important consideration in a city prone to traf- 
fic congestion and flooding. Monthly rents are about Baht 
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Selangor Club, KL; Peak houses overlook Hongkong waterfront: high life. 
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30-40,000 (US$1,120-1,492) 
and actual base salaries 
are said to range from 
US$35,000 to US$45,000. 

Preferred addresses for 
the 15,000 citizens of Euro- 
pean countries living in 
Singapore — 0.62% of the 
population — are in five 
main geographical areas: 
Bukit Timah, Cairnhill, 
Pasir Panjang, River Valley 
and Serangoon Gardens, all 
normally considered to be 
up-market areas. Most tend 
to live in townhouses or exe- 
cutive flats, typically in 
River Valley or in condomi- 
niums — Pasir Panjang be- 
ing one of the first areas 
in. Singapore to have ex- 
perienced the boom in 
condominium-style living. 
Some condominiums have a 
population 30% Japanese, 
30% European and 30% 
local Chinese Singaporean. 

However, it is fast be- 
coming fashionable to live 
in luxuriously converted 
old Peranakan shophouses, 
exemplified by the Emerald 
Hill area near the shop- 
ping and hotel area bound- 
ed by Orchard and Scott 
roads. 

Europeans tend to send 
their children either to one 
of the private schools that 
cater to the local upper and 
middle classes, such as the 
Tanglin Junior School and 
Dover Court Preparatory 
School which are both ad- 
herents to the British tradi- 
tion, or else to specialised 
schools established on ex- 
patriate national lines, such 
as the Ecole Francaise de 
Singapour or the Danish 
Supplementary School. 

Expatriates in Singapore are particularly well-catered for 
clubwise. The Tanglin Club is probably still the most exclu- 
sive of the European-dominated clubs — maintaining its 
exclusivity through a $$10,000 (US$4,600) entrance fee 
and a ceiling on the number of Singaporean (non-Caucasian) 
members. With the exodus of expatriates from Singapore 
over the past two years, British nationality, combined with a 
modicum of good connections, is normally a guarantee of 
membership. 

However, the gradual dilution of the Tanglin Club's Bri- 
tish colonial flavour with the admission of other nationalities 
has prompted a move to create à specifically British. club 
along the same lines as the Dutch, Swiss — entrance fee 
$$400 if you are Swiss and S$2,000 if you are not — and Ame- 
rican clubs. 

Perhaps surprisingly, there is also dilution of thé British 
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„colonial flavour in Hongkong. Even though it is a British col- 


ony there are nearly as many Americans living there as there 
are Britons — 14,000 Americans vs 17,700 British, according 
to 1984 figures. But both of these are far ahead of the figures 

for the rest of Europe. European runner-up after Britain is 
Portugal — because of the close connection with Portuguese- 
ruled Macau. There are 7,800 Portuguese citizens in the terri- 
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Make Daiwa : 
the Keystone of Your Business. _ 


To succeed in today's business world, it's important to begin with a sound e 





financial base. J 
And that's where Daiwa Bank can help. M 
We're the only city bank in Japan to combine banking and trust businesses. ni 

Which means we can offer you a fully integrated range of services. General ‘| 

Banking. International Financing. Real Estate. Trust. And Pension Trust — where | 

our share is No. 1 in Japan. | 
What's more, we're never very far when needed. Throughout Japan we're M 

doing business out of more than 180 offices, with headquarters in Osaka and N^ 


full activities in Tokyo. Internationally you'll find our branches and representative | 

offices in key cities throughout the world. | 
So if you're interested in building business, come to Daiwa Bank. É 
Its a solid place to start. í 


a fully integrated banking service 


é DAIWA BANK D. 


Head Office: 21, Bingomachi 2-chome, Higashi-ku, Osaka 541, Japan ! 
International Banking Headquarters (Tokyo Office): ry 
1-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japan È 
Overseas Branches & Agency: London, New York, Los Angeles, Frankfurt, pl 
Singapore & Hong Kong 

Overseas Representative Offices: Sydney, São Paulo, Houston, Paris, Panama, 
Bahrain, Mexico, Vancouver, Jakarta, Seoul, Beijing, Chicago, Kuala Lumpur, 
Zurich & Shanghai 

Subsidiaries: Daiwa Bank Trust Company, New York; Daiwa Finance Ltd., Zurich; 
Daiwa Overseas Finance Ltd., Hong Kong; Daiwa Bank (Capital Management) Ltd., i^ 
London 
Affiliates: P.T. Bank Perdania, Jakarta; P.T. Daiwa Lippo Leasing Corp., Jakarta r 
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tory, followed a long way behind by West Germans (2,300), 
French (1,600) and Dutch (1,200). 

Living conditions for Europeans, particularly for British, 
vary enormously, with multinational companies, the Hong- 
kong Government and the major hongs providing the full 
range of expatriate fringe benefits while many smaller locally 
owned companies provide no more for expatriate employees 
than they do for local people. Thus, while some still live in 
the old colonial enclave of the Peak, others have moved out 
to the much cheaper New Territories or the cheaper still Out- 
lying Islands. 

There are no European clubs as such, but the European 
presence is strong in such places as the Foreign Correspon- 


dents’ Club, the Aberdeen Boat Club and the Royal Hong- 
kong Yacht Club. And as well as the English-Speaking 
Schools Foundation, there are schools for French and Ger- 
man-speaking children. 

The number of Europeans in Malaysia has dropped over 
the past few years, mainly because of à decline in oil-related 
activity. There are now 2,900 European work-permit holders 
in the country (not counting families). Most are British, 
closely followed by Germans, Scandinavians and French. 
And Kuala Lumpur is said to be among the most popular 
postings in Asia for Europeans. It has two good-quality inter- 
national schools, good amenities — and a pleasant, small- 
town atmosphere. 





A rather 


special 
group of 
people 


E very year in early July, a group 
of special 

campment on the outskirts of London. 
They drive out in rather expensive cars 
to a suburban area called Esher where 
they go into the tents and take food to- 
gether at round tables. Then they walk 
across fo a large building and watch 
some horse-racing. 

Others stay in the tents and watch 
TV sets showing tennis being played in 
another outer suburb of London called 
Wimbledon. In any case, sooner or 
later they are all back in the tents tak- 
ing tea. 

This strange ritual is called “Hong- 
kong Day." It is an annual race meet- 
ing attended by everybody who is 
somebody in Hongkong — but who 
happens to be in Britain at the time. 

year, Michael Sandberg, suave 
chairman of the Hongkong and Shang- 
hai — Corp. and of the Royal 
Hongkong Jockey Club, was there. So 
too was Lord MacLehose, the former 
governor of Hongkong. 

Sir David Orr, chairman of Inch- 
cape, was present though he is not 
really a *Hongkong person" at all, and 
so was Henry Keswick, the robust di- 
rector and former chairman of Jardine 
Matheson. Lord Shawcross was there, 
as was Sir Peter Blaker MP, the polite 
and charming chairman of the British/ 
Hongkong group in the British Parlia- 
ment. i 

The whole thing started as an at- 
tempt to get Hongkong racehorse 
owners to come to Britain and buy bet- 
ter horses to'run in Hongkong. But 
now it is most notable for the way that 
it brings together these typically Bri- 
tish expatriate creatures. As expat- 
riates they are, of course, away from 
their natural habitat. Their natural 
habitat is somewhere foreign. Being 
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le meet in an en- . 


“at home," they are out of place and 
not really comfortable at all. 

The grass, they find, is rather too 
lush, instead of coarse, as it ought to 
be. There are no servants to help them 
get ready and to drive them to the race 
course. When they arrive, they find 
they are not treated as a kind of natu- 
ral aristocracy but rather as run-of- 
the-mill punters. 

No one calls them Taipan, no one 
takes their pictures and no one reports 
their words to be slavishly reprinted in 
the in-house company magazine. Life, 
in short, is not lived in the manner to 
which they have become accustomed. 

Luckily, the weather, this year, was 
delivered direct from Hongkong itself. 
The afternoon began very hot and 
humid. Then came a mini-typhoon. 
Everyone felt better. 

ost of the expatriates present on 
Hongkong Day naturally are living in 
Hongkong. But the older ones have 
also lived elsewhere. These, in an ef- 
fort to make the best of things, say 
they find Hongkong “exciting” or 
“dynamic.” But they obviously are not 
* fond of the place. 

eir deepest affections are re- 
served for the other places where they 
have served, usually for decades at a 
time. Malaysia and India are old fa- 








vourites among the Far Eastern post- 
ings. These are places which people 
“love.” 

As for the racing itself, it must be 
admitted that the standard is not very 
high. The card mostly consists of 
maiden races (for horses that have 
never won a race before) and hand- 
icaps (in the best races in Europe all 
the horses carry the same weight ex- 
cept for adjustments for age and sex). 

In contrast, the next day’s racing at 
the same course had a much better pro- 
gramme including the Eclipse Stakes, 
which often attracts Derby winners. 

The sponsoring companies such as 
inchcape use Hongkong Day to enter- 
tain their clients. Their Hongkong rep- 
resentatives, who sell cars, drink, in- 
surance and the like, share tables with 
the British people who supply them. 
The suppliers, of course, are not them- 
selves expatriates at all. They are 
merely nice, ordinary representatives 
of the great British middle class. They 
don’t quite understand how special ex- 
patriates are. 

Still, the expatriates humour them. 
They know that a Cathay Pacific 
jumbo jet will soon be winging them 
back to the “excitement and 
dynamism" of Hongkong. 

— James Bartholomew 
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The best of the Richard Hughes 
columns from 1971 to 1983 
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The life of Richard Hughes spanned nearly eight im Pukbilaetieno Divtiim >$ “J 
decades, most of them spent as one of Asia's leading PAR BAMTEAN ECONOMIC REVIEW | 
foreign correspondents. And Hughes’ world was G. P. O. Box 160 

peopled by the memories of those decades. 


Hongkong. 
It was a world of the hilarious...like Prince Noro- 


dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


Yes! Please send . copy(s)of the 
Barefoot Reporter for which I enclose 
US$7.75 each. 


| 
| 
| 
| 
It was a world of the macabre... like the Teikoku | For surface mail delivery add US$1.00 
poisoner who massacred a bank's staff for a haul of | and for airmail delivery add US$3.00 
| 
| 
| 
| 
| 


usssoo. — RO822BFR 
It was a world of the touching .. . like the slave Send to: 
children of old Shanghai, plunging pathetic, claw- Name: 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. Address: 
Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. SS 7D "AST Ao ders o n Imppp 
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CHINA 


Who will pick 
the plum of a 
1 billion market? 


By Louise do Rosario in Hongkong 
| n the 19th century, Europeans came to China with Bibles 





and guns. Since 1978, they have returned, this time with 

goodwill and technology. Just like businessmen from the 
United States, Japan, the rest of Asia and Australasia, they 
have been unable to resist the temptation of a market of I bil- 
lion people. 

In the past few years, many European firms have come, 
have seen and have failed to conquer, concluding that the 
market is too difficult to crack; some found themselves en- 
gaged in over-long and complicated negotiations for joint 
ventures or licensing agreements; a few were able to con- 
clude contracts successfully, but often with low profit mar- 
gins and’ cumbersome training and technology-transfer 
schemes for the Chinese. The record cannot be said to be im- 
pressive, but still they continue to come — and they have high 
hopes for the future. 

In trade and investment in China, European firms lag be- 
hind the US, Japan and Hongkong. In 1984, Sino-European 
Community trade accounted for 1% of the community's total 
and 10% of China's. On the other hand, Japan took up 26% 
of China's total trade, Hongkong and Macau 19%, and the 
US 12%, according to China's customs statistics. Up to the 
end of 1984, the then 10 EC countries had made direct invest- 
ments of US$800 million and had concluded more than 30 
joint ventures in China, according to the official Peking Peo- 
ple's Daily, This compares to China's oft-quoted total figure 
of US$4 billion worth of direct foreign investment and more 
than 900 joint ventures of all sorts. 

Europe's relatively low investment level in China is re- 
flected in its scanty representation there. Since 1979, more 
than 1,000 foreign firms from more than 30 countries have set 
up representative offices in China, the majority Japanese, 
Hongkong and American. Another estimate indicates that in 
1984 alone, 135 foreign firms set up representative offices in 
China's 14 coastal cities newly opened to foreign trade. Of 
these, 113 are from Japan, Hongkong and the US. Five are 
from West Germany; four each from Britain and Switzer- 
land; three from Denmark; two from France, and one each 
from the Netherlands, Austria and Canada. 

Hongkong and Japan are born to be natural trading 
partners of China because of geographical, cultural and other 
factors, while the 
significant Ame- 
rican share of the 
China trade is be- 
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fitting to the size China Exports | Chine imports 
of the US econ- Germany 1,704.46 

omy. But West- Britain 

ern Europe has 

none of these ad- Italy 

vantages. "The France 

usual European 


image of the 
Chinese market 
is one that is lo- 
cated very far 
away and is very 
complicated. Dis- 
tance and lan- 
guage also make 


Source: China's Customs Statistics. 
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management control difficult in the case of any investment 
cooperation," said Peter- Andreas Kurtz, a manager at West 
Germany's Commerzbank AG in Hongkong. 

Another disadvantage is that as a general rule, Europeans 
do not have as strong a business presence in the Far East as 
the Japanese and the Americans. In Asia's many export-pro- 
cessing zones, for example, Japanese and American firms 
tend to come to the top of the foreign investors' list. Offshore 
production centres and import-substitution manufacturing 
— concepts adopted to a certain extent by China today — are 
something the Americans and Japanese are already familiar 
with. In contrast, quite a large number of European firms are 
now in China and in Asia for the first time, said G. N. 
Brands, branch manager of Deutsche Genossenschaftsbank. 

What Europeans lack in other aspects, they hope to make 
up with technology — and the willingness to transfer it to 


MAJOR TRADE ITEMS 
1983 


EC exports to China Total value Major suppliers 


West Germany 
Iron and steel 
France 
i West Germany 
Machinery 332.99 
Italy 
Plastics, synthetic fibres and West Germany 
synthetic rubber Belgium 


West Germany 


" 


Sub-total 


ees, 


France 


Cereal grains 


West Germany 


Optical, photographic measuring 


and medical instruments Britain 
Organic chemicals West Germany 


Electrical machinery 7086 BOOLE 
[Sugar 


SA West Germany 
Fertilisers 61.52 * 
aly 


EC imports from China Total value | Major markets 
‘Sikandspinningyam | 148.51 TE 
‘clothing | 2s 
Woolandanmalhar | 10058 BE 


‘ Britain 
Cotton 93.22 


Netherlands 


Organic chemicals West Germany 


Spinning products, tablecloths, West Germany 
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Sub-total 


sheets, blankets, etc. 


Down and feathers | 7015 WOOLEN 
Woven baskets and mats West Germany 


Leather goods, suitcases and 
handbags BOTE West Germany 
Woven products West Germany 


Note: Values are based on the exchange rate of one European Currency 
Unit = US$0.71 as on 11 1985. 
Source: European Community Trade , Brussels. 
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sir business partners. Sapa "Which h ha ‘al Ireac | 
color in many factories in Asia, is wary of 
C ina's potential threat to its existing neighbouring 
arkets and hence generally is reluctant to share its 
te chnology. This is reflected well in Japan's low in- 
sstment level and China's constant complaint on 
s point. Up to October 1984, Japan had invested 
'USS40 million in 25 joint ventures, a small fraction 
ot ‘the total foreign investment in China. This com- 
_ pares to its Rmb 19.42 billion (US$6.77 billion) 
ON vorth of exports, a third of all foreign goods China 
b ou ht last year. 
uropean firms, faced with difficult economic 
‘conditions at home, cannot afford to be choosy. 
© ne analyst notes that many European companies 
! China are ready te go for deals that barely break 
[A en just to secure for themselves a continuous 
turnover of work and cash — and the hope for bet- 
ter profits ahead. In selling technology to a de- 
veloping country such as China, Europe is also 
equipped with useful experience gained through 
re building its own industry after World War II. 
In high-technology areas such as aviation, tele- 
communications and nuclear technology, Europe’s 
ipetitive edge is even more pronounced. The 
USi is a close competitor but has been seriously hampered by 
ji its strict export controls. “We have more ways to get around 
the control system," said a West German trader. The best 
example is nuclear technology: signing of a Sino-American 
oig agreement may have come too late to allow Ameri- 
can firms to compete on equal footing with Europeans for 
several forthcoming  multi-billion-dollar Chinese con- 
1 peracis. 
For the US$3.51 billion Daya Bay nuclear power plant in 
‘Guangdong province, just north of Hongkong, Britain’s 
GEC and France’s Framatome have been named as the 
DP liers of the turbines (estimated in 1983 to be worth 
US$295 million) and the reactors (US$523 million) respec- 
tively for the 1.8-gW plant. Memoranda of understanding 
were initialled as early as in 1983 in Peking, by British 
"t Jeputy Industry Secretary Gordon Manzie and French Presi- 
dent Francois Mitterrand. Although the Chinese are known 
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Bonn leads the field 
in selling to China 


1980 


—0.37 


[ ]Totai EC-China trade 


C] China exports 
Source: China Mission to European Community, Brussels. 



















T UAR P - wu TIN 


Pn t- 
2.2 ee: ES Qu. X Ser 


EC- CHINA TRADE (1979-84) 


1981 ‘wll 1982 Wi 


-0.27 





[] China imports 
EC balance 


Boe, Apuy Aq uWviHOVIC MIHA 3H 


to be still bargaining on the final prices and warn occasionally 
that other suppliers may be selected, it seems unlikely that 
there can be a change of mind at such an advanced stage. 





est Germany's Kraftwerk Union, a 100%-owned 
subsidiary of Siemens, is hoping to get the US$1.3 


Ws contract to build the 1-gW, two-reactor plant 
planned for Sunan near Shanghai. Sources say that under a 
proposed compensation deal, China will store burned-out 
West German nuclear fuel cells in the Gobi desert, in exchange 
for the technology and equipment. At a market storage price 
of about US$2,000/kg, China should be able to get US$300 
million for storing 150 tonnes over a period of 15 vears. 


Aside from nuclear technology, motor vehicles are 


another sector in which European firms have been able to 
snatch an important slice of the action. While Japan is the 
leading car exporter to China, Europe leads in joint-venture 


The products the Chinese usually 
associate with France are luxury items. 
Indeed, brandy producer Remy Mar- 
tin has set up a joint venture with Tian- 
jin province to produce champagne 
and a Lyons-based firm is to produce 

















O f all West European countries, 
vul West Germany has been the most 
suc essful in selling to China. West 
Germany accounted for half to two- 
A thi rds of all European Community ex- 
ports of iron and steel, machinery and 
: org anic chemicals to ‘China in 1983. 
France led in some agricultural ex- 
ports, namely cereal grains and sugar. 
pce Germany is particularly 
in machinery sales. One analyst 
: "The Chinese tend to swing be- 
y the Germans and the Japanese 
for machinery supplies. They criticise 
the Japanese for not transferring tech- 
no bgy and are also suspicious of the 
pricing quoted. With Germans, they 
complain the goods are too expensive, 
m they generally have more faith in 
eir quality.” 

> The recent lower value of the 
eutschemark compared with the 


E E. 


strong yen has made German machin- 
ery even more attractive to the 
Chinese. In recent months, some 
Chinese enterprises are known to have 
bought a number of second-hand 


machines and even an entire existing 


silk fabrics jointly with Guangdong. 
But French goods are much more than 
fine food and fashion, said Jacob Tse, 
general manager of Banque Nationale 
de Paris' China division in Hongkong. 
Telecommunications, for example, 


plant from West Germa is one sector in which France has been 

The competitiveness of West Ger- successful in the China market. In 
many's engineering sector has also January this year, Alcatel-Thomson 
been demonstrated with Schliemann- International won a Ffr 500 purse 


Siemag winning over Mitsubishi to 
build a hot-rolling mill at the Baoshan 
steel complex. 

A British source points out that 
Britain performs better in infrastruc- 
tural projects, which, however, are 
often open to fierce competition. Bri- 


(US$58 million) contract to su 
14 telephone exchanges for 100 
telephone lines in Peking. 

NP itself is also rapidly expanding 
its presence in China. It is one of the 
few foreign banks in China with 
sentative offices in Peking, "Shanghai, 


tish s, he adds, also sufferfroman Canton and Shenzhen. It is also the 

unfair image of being expensive —un- only foreign bank so far to have major 

fair because many of the cost estimates shareholdings in two leasing joint ven- 

were made in 1978-79 when sterling tures with the Chinese. 

was much — — Louies do Rosario | 
[owner EET eee espaces cvm esae 





NUCLEAR INDUSTRY MEANS A BETTER LIFE 
FOR EVERY COUNTRY 


The development of a nuclear pro- 
gram aims at improving both the 
economic structure of a country 
and the wellbeing of its citizens. 
Indeed, its main objective is to 
ensure energy independance and 
therefore the security of energy 
supply under any circumstances 
Cogema intends to be your partner 
for an efficient development of 
your country's nuclear program. 
Cogema offers its unique expertise 
and its proven experience in the 
field of nuclear fuel, which it pro- 
poses to share through any type of 
studies. 


To succeed, voud better work 
with the leader. | uranium pro- 
duction and sales, fuel fabrication 
capacity and fuel reprocessing, the 
Cogema group is Number 1. 

Cogema and its subsidiaries are in fact 
the only industrial concern in the 
world mastering all steps of the nuc- 
lear fuel cycle. Cogema is ready to 
have your country benefit now, at once, 
from this unique know how. 
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GOGEMA 


AND COGEMA KNOWS EVERYTHING ABOUT NUCLEAR 


To progress, you'd better work 
with a leader in progress. With a 
staff of 14,400, Cogema has a FF 17 bil- 
lion turnover, 4096 of which abroad. 
More than 70 customers around the 
world (including Japan, Korea, the 
USA, Germany) have already chosen 
Cogema as a partner. Cogema keeps 
on progressing in order to prepare the 
future. 

A continuous uranium prospection 
effort worldwide allows to discover 
major deposits which will be exploited 
in the future. 

The enrichment plant Eurodif is 
bound to answer to the present and 
future needs of its customers. 

The La Hague plant, today with a 8096 
share of LWR spent fuels reprocessed 
worldwide, is still expanding, For all 
these reasons, consulting Cogema is 
in the interest of any country. Should it 
be for uranium production, enri- 
chment, transport, spent fuel manage- 
ment., Cogema is and will remain 
your best partner for the successful 
development of your country's nuclear 
program. 


Cogema. 2, rue Paul-Dautier. B.P. 4. 7814] Velizy Villacoublay Cedex. France. Tel.: 33 (1) 3946 96 41. Telex: Cogem 697 833 F 


Cogema Japan Liaison Office. Kokusai Shin Akasaka (West) BLDG. 13 F. 6.1.20. Akasaka, Minato. K U. Tokyo 107. Japan. Tel.: (03) 589.0231/2. Telex Cogemt J 2427244 


The Creative Business 


Louis Vuitton. 
Not only a celebrated canvas. 


Y Louis Vuitton. Beyond 


the famous *Monogram" canvas, 
Louis Vuitton represents a uni- 
que concept of luggage and acces- 
sOries. 
A rare attention to detail: An 
authentic Louis Vuitton is identi- 
fied by each small detail: hand- 
made PR naturally oak-tan- 
ned leather, p: atented pick- proof 
locks, the luxury of leather 
linings.. 
A commitment to quality: 
With skill and imagination, our 
master craftsmen choose the 
materials that make each trunk, 
suitcase and bag an outstanding 
example of durability, strength 
and refinement. 
Expert advice. Selecting lug- 
gage is not an easy task. Each | 
model (suitcase, travelbag or 
accessory) must be chosen, or 
even custom-made, taking into 
consideration both its form and 
function. At Louis Vuitton, the 
staff is trained to offer the best 
direc- tion 
and assis- 
tance. 





Suitcase "Alzer" 


Discover Louis Vuitton at the exclusive Louis Vuitton stores: 
HONG KONG Hong Kong Side, The Landmark, Des Voeux Road Tel. 5-25 2915 
Kowloon Side. Peninsula Hotel Shop ping Arc ade Tel. 3-66 37 31 
SINGAPORE Hilton Hotel Shopping Arcade Tel, 737 5477 
GUAM, Tumon Sands Plaza, Tumon Tel. 6466232 
SEOUL At dens Shopping Center, |, Sogong-Dong, Chung-Ku Tel. 776 3940 
TAIWAN Taipei, 505, Tung Hwa South Road Tel. 703 2934 
AUSTRALIA Melbourne, Vic At Hardy Brothers, 338 Collins Street Tel. (03) 60 1435 
Sydney, 74 Castlereagh Street Tel. (02) 233-8344 
HONOLULU Ala Moana Center, Tel. (808) 955 2218, Royal Hawaiian Shopping Center, Waikiki (808) 926062) 
MALAYSIA Kuala Lumpur, Kuala Lumpur Hilton, Lot 8 Main Lobby Floor, Jalan Sultan Ismail. Tel. 03-4344 30 
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production. 
China's ‘recent 
drastic cuts in car 
imports seem to 
suggest that 
European car 
manufacturers, 
partners to deals 
that are time con- 
suming and with 
slow profit. re- 
turns, may have 
chosen the wiser 
strategy after all. 

Y ears of nego- 
tiations have led 
to the setting up 


of three major 
projects: West 
German Volks- 
wagen's 25-year 


joint venture to 
produce Santana 
and Audi cars in 
Shanghai; French 
Automobiles Peugeot's US$60 million project to produce 
pick-ups and station wagons in Canton, and Italian Fiat 
Iveco's Rmb 1 billion technical cooperation with Nanjing. 
Most Japanese car makers in contrast have so far restricted 
themselves to technical assistance with the Chinese rather 
than entering into contractual or equity agreements. 

Arms sales are another sector where European firms are 
positioning themselves well for future contracts. China, ac- 
counting for about 7% of world expenditure on arms and ar- 
maments, is seen as the "new Middle East" by leading 
foreign defence companies. Military expenditure, though de- 
creased gradually from 16% in 1980 to the current 12% of 
total government spending, is expected to reach Rmb 18.67 
billion this year. 

France's Aerospatiale has, one source says, *more or less 
sewn up the military helicopter market." Its Dauphin 
helicopters are now manufactured under a licensing agree- 
ment in Harbin. It has also sold six Super Puma helicopters 
for offshore oil-exploration purposes. Other deals known are 
the sale of shipborne radios by Marconi of Britain and mili- 
tary trucks by Steyr of Austria. 

In a wide range of other activities, European firms are in- 
creasingly making their presence felt in China. In offshore oil 
exploration, for example, European oil companies (from the 
majors such as 
British Petro- 
leum, Shell and 
Total to the small- 
er Tricentrol and 





Cluff Oil) have 
heavy commit- 
ments, but with 


[ew impressive oil 
findings so far. 
Although the ini- 
tial euphoria over 
China's hydro- 
carbon potential 
now has subsided, 


the same Euro- 
pean oil firms are 
still expressing 


strong interest in 

the second round 

of bidding to be 

held this year for 

new concessions. 1 
One factor í— 

that has definite- ume: market sewn up. 











Shanghai production line: 25-year joint venture. 





ly helped Euro- 
pean firms in get- 
ting Chinese con- 
tracts amid fierce 
competition i$ 
China's desire to 
diversify its trade 
to avoid over-re- 
liance on a few 
suppliers. A 
Hongkong-based 
trader noted: 
"The Chinese 
have their reser- 
vations about the 
Japanese, re- 
garding them as 
dubious, espe- 
cially when it 
comes to quoting 
prices. They also 
do not like the 
idea of getting 
too overtly close 
to the Ameri- 
cans, who have a completely different ideological outlook 
from theirs.” 

Chinese Premier Zhao Ziyang's two visits (June 1984 and 
1985) to Western Europe within a year emphasised China's 
desire for closer economic cooperation with European coun- 
tries. The past few months have also seen a number of top 
European officials flying to Peking to push sales of their na- 
tional exports. These highly publicised trips include those by 
West German Chancellor Helmut Kohl last October, French 
Minister of Industry and Foreign Trade Edith Cresson in 
March this year and British Minister without Portfolio Lord 
Young around the same time. 


MARY LEF 





ttention is particularly focused on how British firms will 
make full use of the political goodwill generated by the 
signing of the Sino-British joint declaration on Hong- 
kong's future. One source says the Foreign Office lately has 
been advising chairmen of leading British firms that now is 
the time to do more business with China in view of the excel- 
lent bilateral relationship. G. C. Perry, first secretary (com- 
mercial) of the British Embassy in Peking, said the declara- 
tion has helped at least to draw the attention of more British 
businessmen to China and also has removed any hesitation à 
few British firms may have previously had in doing business 
with China. 
Chinese offi- 
cials have  re- 
peatedly said Bri- 
tish economic in- 
terests in China 
will be well taken 
care of. How- 
ever, this is easier 
said than done, 
The political will 
to give British 
firms favourable 
consideration may 
be in evidence at 
China's central 
government level. 
However, to im- 
plement it on a 
provincial and 
municipal level is 
difficult because 
decentralisation 
has given local 
authorities much 
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wer to make their own decisions in many matters. 
Well known as tough commercial negotiators, the Chinese 
are unlikely to accept an uncompetitive British product 
or service regardless of the harmonious bilateral relation- 
ship. 

"Now comes the more difficult part in turning those let- 
ters of intent and memos of understanding into actual con- 
tracts," said a British banker specialising in China trade. 
"The middle-ranking people who are responsible for the 
basic groundwork are definitely less enthusiastic than the top 
guys who flew in briefly, got red-carpet treatment from the 
Chinese and left behind the complicated negotiations to the 
subordinates.” 

European firms had a taste of how difficult these negotia- 
tions could be as early as the 1970s, when China expressed 
some interest in doing more business with the outside world. 
Perry recalled that during the past 15 years, China has gone 
on two major buying sprees, in the early 1970s and in 1978- 
79. On both occasions, British firms, as well as others, be- 
come greatly disillusioned when lengthy negotiations and 
high hopes did not materialise into actual business. H. J. G. 
Breithaupt, the Hongkong-based economic correspondent 
of Federal German Foreign Trade Information Office, 
added: “China was then very inexperienced in international 
business dealings 
while foreigners got 
carried away by the 
vast market poten- 
tial and went with 
unduly high expec- 
tations.” 

European busi- 
nessmen are mak- 
ing a return to the 
market, more cauti- 
ous and realistic 
this time. "I have 
yet to meet one Bri- 
tish firm mention- 
ing the potential of 


the 1-billion mar- 
ket," said Perry. 
Old China hands 


are returning to re- 
assess the oppor- 
tunities available 
while new ones are 
arriving to have a 
first-hand look, 
after hearing continuous reports of China’s sweeping econo- 
mic reforms in recent years. 

Medium to small European firms going to China for the 
first time are likely to find penetration of the market difficult 
and expensive. Many will soon find out that the most cost-ef- 
fective way to start is to employ a Hongkong agent who can 
travel and mix with the Chinese easily. However, some of the 
best of these agents, namely the leading hongs, already have 
their hands full representing a broad range of foreign pro- 
ducts and services. 

Overall, analysts expect Sino-European economic coope- 
ration to enjoy a great boost in the near future following the 
granting of major cheap trade credit lines to China. In April 
this year, France signed a new long-term, low-interest financ- 
ing agreement to provide Peking with Ffr 1.75 billion 
(US$203 million) of mixed credits. West Germany has just 
earmarked its first financial aid package for China: Dm 50 
million (US$4.9 million) for five industrial plants. Britain, 
which rarely offers export subsidies, has also lately come 
under strong commercial pressure to consider soft loans for 
China. 

This new financial muscle will go a long way to help Euro- 
pean firms to compete against other rivals, mainly the Japan- 
ese, who have recently extended a US$2 billion credit line to 
China for the next 10 years. Oo 
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ASEAN-EC LINKS man 


Why can't they 
fit 10 into 
six-plus-five? 


By James Clad in Kuala Lumpur 
nly months away from renewal for another five years, 
a peculiar brand of formal cooperation between the 
Asean Six and the European Community shows only a 
mixed scorecard. But while observers and participants alike 
admit that the pace is slow, they point out that the EC's 
laborious decision-making style, plus Asean's own consensus 
approach, hardly allows for breath-taking progress. 

Partly in response to feelings that little had come of their 
October 1980 *Agreement of Association" with the EC, 
Asean economic ministers went to Dublin last November 
with some detailed 
proposals for their 
European counter- 
parts. Behind re- 
quests for more 
investment, greater 
transfer of technol- 
ogy and more train- 
ing opportunities 
(still being nego- 
tiated), Asean 
stressed that 
Europe helps to bal- 
ance the growing 
influence of such 
Pacific powers as 
Japan, the United 
States and Australia 
(Japan especially), 
while boosting bad- 
ly needed capital 
flows. 

In Dublin, and 
again in July in 
Kuala Lumpur, EC 
and Asean ministers discussed ideas to allow the Asean coun- 
tries access to European Investment Bank funds (a move re- 
sisted by some EC countries, notably France) and to coordinate 
training programmes. 

Over recent months, some Asean ministers have turned 
this counter-weighting plea into something approximating a 
litany. But the desire for balance runs counter to another of 
Asean objective: building, however slowly, some type of 
Pacific basin relationship on the basis of regular talks with the 
association's dialogue partners from the Pacific region (the 
US, Japan, Canada, Australia and New Zealand). 

Announced in June 1984, this Asean-Pacific Cooperation 
(APC) format by geographical definition excludes Europe, 
and the first concrete move towards APC — a human-re- 
sources development programme (mainly skills training 
schemes) — has left Europe out, something that does not go 
down well with some Europeans. One of them, former 
French foreign minister Claude Cheysson, rather tartly de- 
scribed the APC initiative in Kuala Lumpur recently: “With 
their —— economic progress, | suppose it is not sur⸗ 
prising that Pacific region countries should want to announce 
their success by forming a club for which they will issue 
cards." 

While Gallic misgivings from Cheysson (now an EC com- 
missioner) might be expected, EC country embassies 


Cheysson: Gallic misgivings. 
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dialogue partners). They scc 
at July's foreign ministers’ meet 
the APC talks convened under a 


amiable chairmanship) a chance to speak. 

In addition, some Asean countries — notably Malaysia — 
now have second thoughts about the six-plus-five "one big 
family" approach to APC, preferring development through 
bilateral channels. | 

But besides the APC initiative, another problem impedes 

uick action to boost Europe's collective role in the region — 

espite a consensus that this should happen. For one thing, 
past colonial contacts in Southeast Asia by Britain, Holland 
and France tend to pre-select these countries’ preferred 
targets for aid and people-to-people programmes. Secondly, 
the scramble for diminishing big-ticket construction con- 
tracts or capital-goods sales to Asean countries means EC 
countries tend to be absorbed by their own national bids. 

- Nonetheless, the EC's Bangkok-based representation of- 
fice for Southeast Asia stresses that bilateral efforts by indi- 
vidual countries — for example, the new Franco-Singapo- 
rean Institute of Electro- Technology or West Germany's In- 
stitute of Production Technology, also in Singapore — qual- 
ify as evidence of a common EC intention to meet Asean’s re- 
quests. Growing allocations of specifically EC funding for 
training, aid and investment promotion also have won points 
in Asean capitals. 

Most participants in the process tend to see EC-Asean co- 
operation reflecting a broad convergence of views about the 
international marketplace and about regional security. In 
trading questions such as multilateral tariff negotiations — 
which the Asean countries have now endorsed — the two 
groupings commonly meet. On the security side, solid EC 
support for Asean opposition to Vietnam's occupation of 
Cambodia has been deeply appreciated. 

© When it comes down to the daily stuff of diplomacy, the 
EC-Asean dialogue enables smaller EC members with little 
history in the region to get a head start; even for larger coun- 
tries, the EC dimension “at the very least serves as a helpful 
adjuct to bilateral ties," as one European diplomat put it. 
These are seen as outweighing the awkwardness of Asean's 
“dialogue logistics" with the EC — in which representatives 
of countries serving as immediate past, present and next EC 
Council president (us well asan EC commissioner) all join in. 
At the Kuala Lumpur mecting, deputy foreign ministers 
from Luxembourg, Italy and the Netherlands attended as 
well as Cheysson. | ü 


N° other European country prides itself so much 

cial understanding of Asia as France. Its link 
dochina and to China are long and remarkably resi 
too are its ties to the Pacific through a hold on Fi 
Polynesia and New Caledonia. Perhaps because of fo 


-and existing colonial experiences, the French deli 


markedly different attitudes to special issues in the r 
such as the Cambodia dispute. : 

But there are blind spots in the French perspective, 
bly a continuing unfamiliarity with the large archipela 
span of Southeast Asia that lay outside earlier French 
terests, and which now constitutes Asean. Beginning with the 
government of former president Giscard d'Estaing, Par 
sought to cultivate the Asean countries more determine 


_ their economic performance has galloped past the states on 


comprising former French Indochina. 

President Francois Mitterrand's government has 
tinued this emphasis. Trade Minister Edith Cresson h 
sought to rouse the French business community from 
“lethargy” about “this extraordinarily vibrant market, 
she described it in an interview with the REVIEW. "It^ 
much a belated recognition of the Western Pacific region a: 
whole as it is specifically of the Asean area," she said. Bi 
also stressed that the renewed French interest in “lo 
East" is part of a wider European phenomenon: “ 
only left Asia 10-15 years ago, and now she has retur 
economic considerations. " 

Cresson takes pride in being, piu f th 
French trade minister to visit Japan and South Kore 
notes that French investment in the whole of Asia has 
five-fold since 1981, and believes the increasing wi 
of French companies to seek business there results 
itiatives such as the French-sponsored Institute for 
ogy recently established in Singapore. She cited ex 
in Japan of advanced French technology, growing 
aeronautical sales in East Asia and offshore experti: 


-exploration being sold to Indonesia. 


If there is a culprit behind the lethargic French 
ance in some parts of Asia, Cresson sees it as the. 
media. The minister lamented the absence of an “E 
language, international economic and business press 
disparaged the “French fixation with Indochina” hol 
partly responsible for laggard business approaches in 
but she also pointed to steadily increasing French b 
representation, especially in Thailand and Indonesia. 

— Jame 


of to stop the spread of denuded 
(tapioca tends to absorb all the 
ients in the soil) and also tc 
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Essential Management Handbooks From Dow Jones Irwin 


1083. Zero Inventories 
An overview of stockless 
production that presents 
techniques for solving 
uction problems and 
implementing planning and 
A É icy strategies. It provides a 
mework for integrating the 
production and inventory 
control systems of a firm. 329 
pp. US$13.00 
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199. Handbook of Financial Markets 
Intended for both experienced and 
Lnovice investors, the "Hand»ook of 
Financial Markets" covers instrument 
mechanics, market regulations and 
much more in à comprehensive yet 
readable form. Required reading for 
intelligent portfolio management 794 


PP- US$62.00 


ENS. 


202. The Modern Accountant's 
Handbook 


The Modern Accountant s Handbook is 


ap accurate, up-to date reference 
which covers current accounting 
practice The sixty-five contributing 
authors have been involved extensively 
in formulating their companies? 
accounting policies. They deal with 
ideas that have been developed and 
tried and, most important, ideas that 
work! US$62.00 
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“MANAGER'S 
| HANDBOOK 
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197, Investment Manager's Handbook 
^ reference that is a single 
comprehensive guide to developing 
portfolios that will most benefit your 
clients and yourself. The 41 
contributors to the book represent à 
bluc-ribbon group of top investment 
professionals, and the information ix 
accurate, innovative and practical 


1037 pp. USS62.00 


1092. The International Banking 
Handbook 

A one-of-a-kind sourcebook of 
today's radically new 
international banking scene. It 
provides clear and complete 
presentation of the Eurocurrency 
markets, the role of the 
interfational banker, marketing 
international services, the future 
of international banking and 
much more. Get an insider's view 
of current issues in international 
banking and how they affect 
world business. 853 pp. 
USS58.00 
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203. The Bankers’ Handbook 

Covers every topic of importance to the 
practising banker and the businessman 
who uses the services of a bank. Its 87 
chapters place the money knowledge of 
90 of the country's leading bankers at — 
the fingertips of bankers and 
businessman alike, in concise, 
analytical style. Easy to use to help the 
businessman determine the best 
methods for improving the handling of 


his own banking. 1191 PP- US$62.00 


198. The Managerial and € ost 
Accountant's Handbook 

A handbook that provides practical 
guidance for solving a wide variety of 
managerial and cost accounting 
problems of modern business 
enterprises. Includes: background and 
concepts, use of information, 
organisation and control systems, 
emerging trends and much more! 1297 


pp. US$62.00 


201. The Treasurer's Handbook 

The Treasurer's Handbook will 
provide you with an almost 
inexhaustible source of ideas which you 
can apply to both day-to-day work as 
well as to even more important 
function of long-term planning. For 
those who wish to do further research 
on any particular subject, the editors 
have included u compilation of 
references which enlarge on the 
coverage in the book. 1210 pages 
US$62.00 


204. Financial Executive's Handbook 

A compact, authoritative source of 
information on every aspect of finance 
The 73 authors, cach a leading 
corporate executive and an export in his 
field, cover areas such as management 
control, capital management, 
accounting, mergers and acquisitions, 
systems analysis, asset management, 


etc. 1264 pp. US$62.00 











Required Reading For Investors And Money 


HOW TO USE 
INTEREST 
RATE 
FUTURES 
CONTRACTS 


825. How to Use Interest Rate 
Futures Contracts 

This book is written for 
professional money managers to 
show how they canparticipate in 
this new market-place with 
confidence and wisdom. Fully 
indexed. 217 pp. US$41.00 
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1105. Guide to Investing in 
Private Companies 
A financing manual for the 
entrepreneurial investor. From 
finding the right private 
company investments to 
evaluating entrepreneurs, 
negotiating and structyring the 
deal, and managing the 
investment, Arthur Lipper's 
book is a dynamic and 
authoritative guide to making 


successful private company 
investments. 279 pp. US$38.00 


Marketing 
Planning 


813. The Sales Manager's Book of 
Marketing Planning 


A complete, concise and practical guide 


for decision-making executives who 
need a better understanding of the 
market environment in which they 
operate. Includes target marketing, 
distribution planning. price planning. 
sales and advertising plans and much 
more. 244 pp. US$34.00 








744. The Real Estate Handbook 
A standard work for the real-estate 
profession. This book provides a 
wealth of information for anyone 
senously consideri 
as an investment. 
every aspect of buying and selling 
real, estate, including contracts, law, 
value analysis, property income, 
‘properly ma j 
much more, 1,186 pp. 


A Guide for 
the Growing 
Busmess 
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816. Managing for Profits 
Managing for Profits offers 
management techniques that 
owners and managers can use to 
increase profitability, fight 
inflation and achieve a growth in 
assets. An innovative guide to 
effective management for 
everyone involved in managing 
an expanding business. 468 pp. 
US$37.00 


1290. How to Write a Report 
Your Boss will Read and 
Remember 

This revised edition continues its 
practical approach to business 
communication. The focus is on 
the “nuts and bolts” know-how 
of writing effective reports, 223 
pp. US$15.40 





real .estate 
ibook covers 


ment, financing and 
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961. Stock Index Futures 
The first exer comprehensive 
guide to stock index futures — 
the new investment management 
vehicle created by the future 
industry in 1982 for reducing risk 
and enhancing return. This book 
explains how to compare, select 
and price contracts and how to 
use contracts for investin 


—— and arbitrage. 366 pp. 
US$25.00 















435. Interest Rate Futures 

Written for anyonc professionally 
or privately engaged in finance and 
investments — or who is interested 
in learning more about them 
Bankers, portfolio managers and 
corporate financial officers will 
relate to the sections on hedging 
against interest rate risks 
Individual investors will find 
alternate strategies to fit both 
conservative and speculative 


objectives. 413 pp. US$37.00 


Issues For The Senior Executive 


196. The Controller's Handbook 

^ volume that offers thorough 
coverage of the expanding position of 
the controller in today s corporation 
Includes sections on the role of 
controllership. cost systems, financial 
analysis, financial responsibility and 
planning, budgeting and performance 
analysis. 1253 pp. US$62.00 
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424. € te Information 
Systems Management 

A volume that uddresses the issues 
of strategic planning in the design. 
implementation, and control of 
large-scale information systems 
Focusing on the entire information 
system function in à corporation, it 
blends the management of IS 
technology withthe role of general 


manager. 211 pp. US$24.00 
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821. Rules of the Game 

In it Whistler details a set of 
common values, beliefs and 
attitudes — an unwritten set of 
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960. Evaluating Comples 
Business Reports 

An immense volume of rescarch 
material circulates daily in all 
business environments. In this 


436. Managing Bank Assets And 
Liabilities 

A book that explains in detail how 
bankers can prudently seek to 
maximize profits within the 
constraints imposed by liquidity 
and interest rate risk and by 
capital adequacy. A crucially 
important management arca! 429 


PP 


437. The Dow Jones-Irwin Guide 
To € ommodities Trading 

A valuable reference that starts 
with a general overview of the 
market, and continues with 
analysis of commodity price factors 
which determine cash price and the 
spetilie facts and trading systems 
that the trader will be dealing with 
157 pp w 
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1045. ——— Costs and 
Improving Cash Flow 

Author Frank C. Wilson 
illustrates methods for accurate 
cost identifications, formulas for 
implementing effective 
management control systems. 
An indispensable management 
tool for managers today who 
wish to reduce cost and improve 
productivity. 261 pp. US$41.00 








426, Valuing A Business — The 
Analysis And Appraisal Of Closely 
Held € 

The essential book for any person 
who needs to know the value of a 
closely held corporation or un 

c rated business. Beginning 

with the fundamentals of 
valuation, the book presents both 
theoretical principles and gencralls 
accepted practices. Methods are 
also applicable to regular 
corporations, general and limited 
partnerships and sole 
proprictorships 410 pp. 'US$62.00 
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If you ste a non-citizen considering E 
investing in US property or à ; 
person who wants to meet the i ^ 
forciegn investor s needs. this book 
will save vou time, trouble and. ~ 
moncy. This comprehensive guide 
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anonymity, currency controls, 
Properts management, pont "y, 


ventures etc. 655 pp. USS60.00 
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819. Writing Out Loud 
If you are someone who hasna — 
problem expressing yourself — - 
when speaking but cannot put — 
your thoughts down clearly on 
paper then this book is for you. < 
riting Out Loud is brief , 
because the best business wri e 
is simple, direct and efficient, — 
Fully indexed. 178 pp. — 
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ck Wilson in London 
Geneva, a middle-aged French bureaucrat representing 
he European Community tactfully fends off his 

jird World counterparts in preliminary skirmishing over 
w Gatt round. In the sleepy Surrey town of Byfleet, the 
er of a luxury-car remodelling enterprise supervises his 
taff on the loving details of their work. In the heart 


dvanced than anything in Fleet Street. In Florence, South 


ork on new books following the critics’ acclaim for their 
lier novels. 

“may sound a typical European summer. But not one of 
ctors is European. The Eurocrat is Tan Van Thinh, 
ir remodeller Y. C. Kim and the newspaper tycoon 
Shah — of Vietnamese, Korean and [ranian origin 
ively. And the three novelists are all ethnic Japan- 


high summer is a busy one for culture-bugs, too. An 
n called the Treasures of the Forbidden City is draw- 
crowds in Berlin, linked with the Third Festival of 
Cultures in which 160 Chinese and 350 other Asian 
musicians, actors, writers and dancers are participat- 
aris has something more cerebral, a cultural conference 
orm of a “Japanese-European Summit" where com- 


d others will argue relative values with the cream of 
tier Latin — no doubt discovering a little bit more of 
nese cultural identity into the bargain. The event is 
ed by the Japanese newspaper Asahi Shimbun. _ 


mmer festival around its Japanese pagoda, and late in 
ear the Barbican Centre will be brimming over with 
Kurosawa films, Japanese paintings, puppets and ac- 
a full-scale Japan Festival. The Nihongai traditional 
dup now in Stockholm (and earlier in Paris) will be 


uch cultural exchanges get bigger, but are not in them- 
new. The work of Asian industrial investors, who now 
about 300 enterprises in Europe, is more recent and in 
nger term more significant. What is it that so impresses 
ropean workers and public opinion about these industrial 
rs or managers from the East? The first quality cited is 
ially courtesy, followed by openness and candour. “We 
challenge any figure, any policy, without being fobbed 
f." a British shop steward at Toshiba's TV-manufacturing 
int in Plymouth, southwestern England, says. “You are 
kely to be disruptive when you're made to feel part of 
future.” Another Briton, working for the Hitachi electro- 
ctory in Wales, comments: "These people make the 
'y buzz; they make things happen." | 
sry often the Japanese success in European manufactur- 
comes from going back to basics. That means a British en- 
r working on the shop floor at the NSK ball-bearing 
in Durham, northern England. It means everybody in a 
ry wearing the same clothes: “None-of this English pin- 
' nonsense." It means that when Sony's Tetsuo Tokita 
to Buckingham Palace to collect the company's 
n's Award, the majority of his acceptance delegation 
ordinary workers from the South Wales plant. — — 


London, a provincial newspaper proprietor prepares to. . 
nch a national newspaper using technology much more. 


ndon and Cologne three authors (two of them women) are 


sao Tomita, architect Shin Isozaki, poet Makoto - 


doners are hosting the 4th Peking Opera Troupe and 
şe Gazaku Court Orchestra (at a Promenade Con- .. 
ind Rudolf Nureyev will dance with the Matsuyama’ 
at the Coliseum. Battersea Park is organising a peo- 
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who wanted to pursue higher studies overseas in engineering, 


'tain than any other country — reacted with moves to block 


Far East in Bi 
in 1981, to 48.49 





that she was "not satisfie ith t 
salary, open-room arrangement in the 
Office, slow decisions, unnecessary 
paper work and very close supervision 
by Japanese!" But when the Japanese 

up come across a trade union like Britain's 
Electrical; Electronic, Telecommunications and Plumbing 
Union, which sensibly believes in management that can 
make profits, near-miracles can be achieved. 

Sometimes they have to thrust participation down the 
throats of Europeans used to being mollycoddled. “I force 
the staff to know how the company is doing," one Japanese 
executive admits. This kind of thing is possible in a small 
plant. Thére, a Japanese manager can say about trade 
unions: “If you look after people enough, they won't want 
that sort of arrangement." That is Ichiro Hashizaki of Sharp, 
but the larger Japanese electronic enterprises and the coming 
new Nissan motorcar facility have to deal with the unions, 
aiming merely to minimise their number. | 

Hitachi and others are pioneering the no-strike pact, if not 
always by that name. Despite a few industrial disputes which 
did little damage, Japanese managers are pleasantly sur- 


prised by the productivity of British workers in their plants. | 


Interestingly, the main failure has been of Japanese manage- 

ments to collaborate with British equity partners. Here the dif- 

ference in priorities and philosophy has usually been too big. 
But the main emotion which any foreign investor stirs up 
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BRITISH SETBACK IN THE- 


By Hilary Wilce in London 

im he dreaming spires and red-brick laboratories of British 
universities were.once an educational magnet for tens 
of thousands of students from Asia. Almost any student 






students. — | 
Students who had been paying well under £1,000 


(US$1.400) a year in tuition fees were told that they would 
have to pay double or treble that amount from the next 
academic year. The move was bitterly condemned by Com- 
monwealth countries which felt that traditional cultural ties 
had been brutally, and unilaterally, shouldered aside, and 
Malaysia — which was sending far more students to the Bri- 


Britain's lucrative £200 million export trade. 

Relations have since eased, but the map of international 
student flows has remained irrevocably redrawn. Students 
who once would have gone automatically to Britain, are now 
dispersing to Canada, Australia and the United States. 
Those who do still come to Europe are as likely to go to West 
Germany, France, Belgium or the Netherlands as to Britain. 
In 1979, the last year before the fee increases came into ef- 
fect, there were 14,700 Malaysian students in Britain. By 
1983 this number had dropped to 6,300. Similar declines have 
taken place in the numbers coming from Hongkong and 
Singapore, and to a lesser extent, India. JL 

In addition | 





tion now," Os 
departs | 
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in recession-ridden Europe is 
gratitude. The Japanese alone 
are employing more than 
35,000 European workers, and 
the total workforce for Asian 
bosses. isaprobably more than 
50,000, The Japanese are criti- 
cised for not promoting. local 
people, but the big securities 
houses are an exception: Nom- 
ura and Yamaichi both employ 
British graduates. 

Whatthe Japanese complain 
about is market fragmentation 
and bureaucratic restriction, 
language difficulties and, in the 
case of the Matsushita plant in 
Wales, not enough distinctive 
innovation. Matsushita is now 
planning its own research-and- 
development laboratory in Bri- 
tain. The attitude of labour and trade unions is also per- 
plexing. especially in the Latin countries. “Conditions 
for workers here,” complains Hiroaki Arai of Euro Pentel in 
France, “are already too good, and they still push for 
more money and more vacation. I don't understand 
them y 

Even an individual Japanese can become an entrepreneur 
in Europe. Tadayoshi Tazaki, who went to a British boarding 
school and then to Cambridge University, started his own 
company after serving an apprenticeship in the City of Lon- 
don and now has a sizable restaurant, employment agency, 





we also feel there are very good institutions in other coun- 
tries; 

And though France has scen a similar decline in the pro- 
portion of Asian students in the country, from a peak of 21% 
of the overseas student total in 1974, to the present 16%, 
France, Belgium and West Germany are all now common desti- 
nations for students from Malaysia, most of whom are study- 
ing science, medicine or engineering. Arrangements are 
made for students to study the necessary languages before 
leaving for Europe, where further intensive language tuition 
is usually available. 

To try to recapture some of their lucrative lost market, 
British colleges and universities have gone on the offensive. 
A few, such as the London School of Economics, have laid on 
special courses and sent their own emissaries on salesmen's 
swings through Asia to entice students back through their 
portals. Others, including almost all the country's univer- 
sities, are now paying out £5,000 a year to fund special re- 
cruiting offices, set up by the British Council in Hongkong, 


— 








King's College Chapel, Cambridge: on the offensive. 
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newspaper and foodstu 
ness, 
pioneered by the Indians in Bri- 

tain. 


nessmen are now paying the 
price of early success. What is- 


in London is the double blow of 
Rajendra Sethia becoming the 
biggest personal. bankrupt in 
British history, with debts ex- 
ceeding £170 million (US$242 - 


one of the most successful of In- 
dian millionaires in Britain, get- 
ting into liquidity difficulties. 
Sethia is 35 and, since leaving 
the London School of Econo- 
mics, he had taken his Esal_ 
Commodities on a dizzy round 


of expansion until last year’s crash. Other members of his - 


family, who had been more prudent, remain safe, but the 
general shadow over the Indian community is felt regretfully. 


ut on the other hand, Swraj Paul is soldiering on with 
one of his biggest new takeovers in the TV field despite 
having been misled over its true worth, and is gearin 
up a big new steel venture with the state-owned British Stee 
Corp. There is even an Indian businessman making mar- 
malade in Scotland. 
When a Swansea University engineer produced a Who's 





Singapore and Malaysia. Since September last year, when 
they opened, the offices have handled 900 applications and 
the British Council is now considering opening a further Far 
Eastern office. 

Yet countries in Europe may never again sec quite the 
level of Asian students they grew used to in the booming 
1960s and 1970s. The economic climate is harsh in Europe, 
while countries in Asia have grown increasingly worried 
about the economic and cultural effects of the massive out- 
flow of their brightest and best students. In West Germany, 
for example, where there are 3,000 Indonesian students — 
the second-largest national group after Iranians — tighter 
visa regulations were brought in two years ago to clamp down 
on overseas student numbers. All students now have to se- 
cure their West German university place before leaving their 
home country. [n addition, it is increasingly hard for students 
to find the kind of part-time work they need to cover their 
high living costs — fewer than 15% of all overseas students in 
the country receive any kind of grant. Equally, in France, 
only 14% of Asian students studying there get any kind of 
means-tested grant, and 80% of these are refugees living in 
the country. 

Meanwhile the squeeze is also on students in their home 
countries. In Malaysia, for example, students pay out an esti- 
mated (US$700 million) a year to study overseas, draining the 
country's foreign exchange and putting strains on its cultural 
and intellectual life. To tackle what it considers an urgent 
problem, the Malaysian Government is expanding pre-uni- 
versity education, to delay the age at which voung people are 
leaving the country, and exploring the possibility of twinning 
its own higher-education institutions with ones abroad in 
order to keep students at home for at least part of their study 
time. 

One area, though, where business is escalating is in the 
numbers of Chinese students now travelling overseas to 
study. France, West Germany and Britain all report big leaps 
in the size of their Chinese student population, Education in 
the new technologies is an essential plank in the country's 
thrust towards modernisation, and it has shown itself willing 
to buy the expertise wherever it is available. o 


Égi. 
at is already a pattern 


worrying the Indian community 


million), and Abdul Shamji, — 


However, some Indian busi- — 
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Who of Indians in England recently, it ran to 400 entries, 


each one of substantial interest. This important professional 
and business community in Britain influences politics 
through the Durbar Club, which is putting up money for 
computers for Conservative Party Central Office and consti- 
tuency candidates. There is every hope also that an Indian 
will be elected to the British Parliament in the next general 
election — to become the first Indian MP for 60 years. 

The Chinese investment flag tends to be taken up by a 
handful of small ventures from Hongkong, Taiwan and 
Singapore. Taiwan's Tatung UK is now milking profits from 
the Decca TV plant is took over four years ago, and Tatung 
micro-computers are also being made at Telford, Shropshire. 
Singapore has produced three or four new young industrial 
investors recently, with Irish Jurong making bags in Dublin, 
Benny Ong into high fashion in Mayfair and Francis Kang's 
Tactical Controls in Worthing making industrial processing 
equipment for the European and Chinese markets for a turn- 
over of almost £1 million. Another medical-equipment ven- 
ture is soon to be launched in southern England. 


m 








Returning to the cultural field, more and more Asians 
are coming to live and work in Europe, for various reasons. 
In music here is Yoyo Ma, Fou Ts’ong, Kyung-wha Chung 
and her brother Myung-whun Chung, the soprano Mitsuko 
Shirai and the soloists Mitsuko Uchida and Mayumi Fuji- 
kawa, all of whom live in London, Paris or Hanover. As for 
literature, London still boasts the three famous young 
novelists of Asian origin, Timothy Mo, Salman Rushdie and 
Kazuo Ishiguro. And on the art scene there are many paint- 
ers such as Zhong Ming living in London and other Euro- 
pean centres. 

The days when an Asian name or face was a surprise have 
long gone in Europe, especially in the big cities and especially 
in Britain. Asian competition and excellence is now taken for 
granted, not only in finance and industry, but also in politics 
and the arts. The thin line dividing an immigrant from Asia 
and a new citizen of Europe is constantly blurred, to the 
benefit of all. As Issey Miyake, the Paris-based Japanese 
fashion designer, crisply puts it: “The cultural melting pot is 
the keynote of our time.” ü 





The rising raj of Swraj 


f the more than 500 Asians who 

are sterling millionaires in Bri- 
tain, Swraj Paul is king. While others 
sweat over liquidity problems and 
over-borrowing, Paul patiently builds 
his industrial and property empire 
with financial caution and technical 

ineering knowledge (he has a 
MSc degree from the Massachusetts 
Institute of Technology). 

Last year Paul's Caparo Industries 
(embracing more than 20 subsidiaries 
in steel, electronics, property and en- 
gineering) achieved a turnover of £109 
million (US$155.27 million). 

At 54, Paul is the lone wolf in Lon- 
don's Indian pack. Born in Jullundur, 
he is now a citizen and resident of Bri- 
tain. He does not belong to the pre- 
stigious Durbar Club through which 
other Indian businessmen orchestrate 
their applause for Prime Minister 


Margaret Thatcher. companies. 





Paul: king o millionaires. 


predator on over-cossetted Indian 


takeovers of ailing British firms, the 
Fidelity TV and cordless telephone en- 
terprise. Acquired last year for £13.5 
million, Fidelity proved to be less at- 
tractive than the figures had suggested 
and Caparo is suing. 
The shock has set Paul back about 
18 months in his plan to expand into 
telecommunications and defence elec- 
tronics, but the plant is a good techni- 
cal base, and that phase will now start 
in late 1986. He now has enough to di- 
gest for the time being, but can be ex- 
pected to expand gradually in both 
electronics and privatisation ventures 
with BSC. 
Paul’s family follows the Indian 
attern of working for the company. 
s youngest son is not yet old enough, 
but the other two boys have in 
the various Caparo subsidiaries and 
there is a married daughter who works 
half a day in Paul's new Baker Street 
office, a few doors down from Sher- 
lock Holmes' old pad. Built to his own 
design last year, this is a calm and 


DICK WILSON 


e is friendly with Sir Eldon Grif- 
fiths and Douglas Hurd in the To 
leadership, but he claims to be apoliti- 
cal, being seen with opposition Labour 
Party leaders as much as Conserva- 
tives. He admires Thatcher's policies 
but not her style of leadership. 

His friendship with the late Indira 
Gandhi after she lost power in 1977 
was both personal and political and, 
though he is reticent about the connec- 
tion, it is clear that he has an inside 
seat at the court of her son, Indian 
Prime Minister Rajiv Gandhi. 

The concrete expression of this is 
his investment of Rs 500 million 
(US$42 million) in a chemical-fer- 
tiliser plant at Shahjahanpur in Uttar 
Pradesh with the Calcutta-based part 
of his family, the Apeejay group, as 

artner. That will make him the 
argest overseas Indian investor in 
India, and will go some way to redeem 
his earlier reputation as a takeover 


Meanwhile, he has paid his respects 
to the memory of the late prime minis- 
ter and her father, Jawaharlal Nehru, 
by establishing a Nehru Chair at Cam- 
bridge University. 

The two big pillars of the Caparo 
group are both new. The first, the 
United Merchant Bar steelmill at 
Scunthorpe, reflects Paul's canny eye 
for spin-off from the present privatisa- 
tion vogue. The state-owned British 
Steel Corp. (BSC) was happy to sell 
him a 75% equity share in one of its old 
mills. 

Paul is putting in new technology 
and has negotiated a slimmed-down 
workforce to meet an assured market 
starting next year, when BSC will 
phase out other mills to leave him with 
a virtual monopoly. Paul claims the 
Scunthorpe plant will be one of the 
most modern rolling mills in Europe. 

The second big string to Paul's bow 
is his latest in a series of well-judged 


modest sanctum with little ceremony 
or pretension. 

very Saturday sees Paul still 
"ies not in the office but for the 
British Indian community, which is al- 
ways beset by problems from immigra- 
tion difficulties to racist harassment 
and Sikh extremism. A decade ago he 
founded the Indo-British Association 
(which once hosted both Mrs Gandhi 
and Thatcher together at dinner) and 
he masterminded the successful Festi- 
val of India in Britain. 

For a man who first came to Britain 
in 1966 to get medical treatment for his 
daughter, and then spent three years 
mourning her death from leukaemia, 
Paul has demonstrated what can be 
achieved in a short time. More than his 
flamboyant rivals he shows what 
Asians can win from the allegedly 
sickly British economy with a mod- 
icum of technical expertise, financial 
skill and hard work. — Dick Wilson 
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Germany is one of the most industri- 
ous nations. And WestLB one of its 
major banks. As a universal bank 
we offer made-to-measure financial 
services to all kinds of industries. 
This is just one example of our 
ability to provide solutions tailored 
to specific needs. Of course, sophis- 





ticated services depend on tangible 
assets: The vast resources of inter 
national banking. Plus an imaginative 


and innovative approach to financing. 


That, in a nutshell, is WestLB's 
simple yet universal business con- 
cept. You can bank on it wherever you 
do business. 


WestLB 


The Westdeutsche Landesbank. 


Head Office Düsseldorf 


Extend irresistible invitations. 


the eXtraOrdinary cognac c B 
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No wild cheers just yet, 
but a quiet yes to 1984 


By K. Das in Kuala Lumpur 

he Kuala Lumpur theatre scene 

looked rather cheeky in mid-July 
when a band of young actors put George 
Orwell on stage to show how very 1984 
Malaysia's 1984 was. In fact 1984 was no 
more (or less) Orwellian than 1983, but 
Orwell was irresistible here in 1984 as 
anywhere else, and as elsewhere the re- 
sult smacked of forcing the nightmare to 
fit into the reality. 

Certainly there were still laws in the 
books which would have made former 
US president Jimmy Carter's human- 
rights heart flutter. But Malaysians liv- 
ing with the notorious Internal Security 
Act (ISA) which has allowed detention 
without trial since 1948 were not exactly 
having nightmares about Room 101 in 
the “Ministry of Truth." 
And the local Winston 
Smiths of pre-independence 
Malaysia, including those 
who had tasted the nastiness 
of the ISA, are not only pros- 
perous establishment figures 
now, but even apologists for 
the draconian laws. More 
than one has actually told the 
press that it was not the laws 
but the implementation of 
the laws that had been irk- 
some — a common enough 
style of rationalisation of 
those who join systems they 
cannot beat. Indeed, was not 
that exactly what Orwell's 
Winston Smith did? 

The play, called 7984 i 
Here and Now, was surpris- 
ing not because it attacked 
the ISA quite boldly but be- 
cause it managed to get past 
police censorship. How it did so was 
perhaps not as mysterious as some like 
to make out. One of the young actres- 
ses who went to the police said the of- 
ficer she met — there were three de- 
partments including the secret service, 
the Special Branch, which had to ap- 
prove a licence — told her the play was 
too complicated and asked her to give 
him a verbal summary, which she 
quickly did. He then approved the 
script. 

The play, written by journalist Kee 
Thuan Chye, did not merely pick on the 
ISA but virtually on every other grouse 
against the government Malaysians 
have ever had, including the ease with 
which amendments can be made to the 
constitution, which one prominent law- 
yer has described as having developed 
into “an interesting periodical to read.” 
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1984 — Here and Now: no censorship. 


The play also took swipes at the 
bumiputra policy (which gives the indi- 
genous races privileges over the others 
by not too subtly identifying the Malays 
as Orwell's Party-men and the Chinese 
with his proles. 

A prole named Yone, for example, is 
driven out of her home by her father and 
brother because she associated (and 
horrors! slept around) with Party-men. 
The middle-class Kuala Lumpur audi- 
ence might have been particularly tick- 
led at the idea of openly flouting the Is- 


lamic khalwat laws, which forbid being | 


in close proximity with members of the 
opposite sex, who are not spouses or im- 
mediate family. The play suggested that 
Party leaders were hypocritical about 


the religious norms they impose on the 
population. 


Ke pressed this point from the be- 
ginning in a sequence of anger and 
misery and pleading with Big Brother to 
turn off the omnipresent TV screen. 
The unhappy Party-men and women in 
their paroxysm of grief also wail that it 
was all against their “religion,” again a 
not-too-subtle dig at the Muslim ex- 
tremists who want to ban all pleasures 
including drinking, gambling and TV. 
In fact one character screams, “Throw 
the TV into the river,” a line made 
notorious here by one group of fanatics 
about seven years ago. 

Big Brother, not recognisable as Ma- 
laysian, was played rather benignly, 
bland hypocrisy oozing expansively all 
over the huge TV screen, by stage vete- 








THEA 


ran, Mano Maniam, who spoke “more 
in sorrow than in anger," declaring that 
his establishment would have to review 
its liberal policies since the population 
at large did not appreciate them. To 
Kuala Lumpur audiences the reference 
had immediate echoes. Prime Minister 
Datuk Seri Mahathir Mohamad had 
made the same point in April, accusin 
the press of exploiting the "liberal" 
policies of the government for its own 
reasons. 

The three-hour play was almost a 
continuing catalogue of the govern- 
ment's sins, and the enthusiasm of the 
mixed cast of Malays, Chinese and In- 


| dians left no doubt about their identifi- 


cation with the public preoccupation 
with the problems created by the gov- 
ernment's unwillingness to be accounta- 
ble to the voter. 

Malaysia s Winston Smiths in the 
1940s and 1950s and even 1960s turned 
with an almost careless abandon to the 
communist party. Today, with the ISA 
still on the books, the tendency is clearly 
to "berdialog" or hold 
dialogues with the govern- 
ment. 

The new way to do this is 
by complaining loudly in the 
streets, as with the protest 
against plans to develop 
Bukit Cina — the ancient 
Chinese hill cemetery in 
Malacca — for commercial 
purposes and against plans 
to bury radioactive waste 
near the residential area of 
Papan in Perak. Another 
way is by writing very strong 
letters to the newspapers, at- 
tacking the government in 
terms that no newspaper 
would have printed even 
three years ago. And trade 
unions, which were brow- 
beaten only in 1979 by the 
government which locked up 
its leaders under the ISA, 
are now flexing their muscles and 
threatening a nationwide strike. 

And now there is the play. Neither 
the director, Krishen Jit, who has been 
producing plays for the past 20 years, 
nor Kee who is a film critic and has writ- 
ten four plays and directed at least seven 
since 1973, could explain why the police 
allowed the production. The guessing 
began as soon as the permit came 
through only a few days before the cur- 
tain was due to go up. One popular, 
though not completely convincing argu- 
ment was that the police officials con- 
cerned were too obtuse to understand 
the subtleties of the play. One likely 
answer, according to at least one experi- 
enced playwright, is that the police were 
not interested in “all this play acting" as 
a security problem. 

1984 — Here and Now, originally 
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lanned for production last year — 
ence the title — ends, not so much with 
a bang as with a request for a bang from 
the public. Wiran (Kee's Winston 
Smith, played by Salleh Joned who 
teaches English at the University of 
Malaya) having strangled his tormen- 
tor, the Minister of Truth and Informa- 
tion, Shadrin, counterpart to Orwell's 
O'Brien, who for dramatic reasons is a 
woman, escapes into the theatre au- 
ditorium and harangues the rather sur- 
rised audience to resist the totalitarian 
landishments of the establishment. 
Kuala Lumpur audiences are not fa- 
mous for cheering wildly even at the 
best of times. So when Wiran asks for 
resistance, and pleads, "Say 'Yes!^ 
there were no wild shouts of approval. 
But there was quiet aquiescence. There 
were voices saying, "Yes." One lawyer 
in the audience said it was "great stuff." 
He suggested that the play should tour 
the country. Asked if he thought the 
lay could have transgressed any of the 
aws he said “one could make out a 
case" under the sedition laws. But it 
would need testing, that is, the au- 
thorities would have to depend on a 
public complaint that certain "sensitive 
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Kee; Orwell: intrinsic protest 


issues” had been publicly discussed 
which tended to create racial unrest. 
“But after having approved the script, 
well, there might be a problem . . .” 


B: the audience, largely consisting 
of the urban, educated middle class 
were not expected to complain. In fact 
they were expected to sit back and con- 
gratulate themselves for being in agree- 


National interest is 
not always the truth 


By Anna Parkinson in London 


efore World War II George Orwell 

was a district officer in the British 
Colonial Service in Burma. Despite his 
job. he became known in India for his 
sympathy with the Indian Congress 
party who was fighting for indepen- 
dence. In 1942, Orwell found himself 
back in England, as a talks-producer for 
the Indian Service of what was then call- 
ed the British Overseas Service, now 
the BBC External Services. 

There were many Indian soldiers 
fighting alongside allied forces at that 
time and the British Government was 
anxious to promote the idea of the loy- 
alty of India as a part of the British Em- 
pire. Orwell found himself obliged to 
write and broadcast, in his own name, 
talks about the important unity of India 
with Britain, even when his own views 
were known to be diametrically op- 
posed to this. The experience was obvi- 
ously a bitter one, and when he left the 
radio and wrote his novel 7984 shortly 
afterwards, he modelled the sinister 
world of controlled information in that 
book on his recent experiences as a 
broadcaster. 

This is a curious story, not just be- 
cause it illustrates the strain that broad- 
casting "in the national interest" can im- 
pose on the staff of a national overseas 


station, but because it raises the ques- 
tion of what the national interest means. 
I think it is universally accepted that all 
overseas broadcasting, that is, broad- 
casting in the language of the target 
country, is done in the national interest. 
I have had the opportunity to compare 
this national interest in two forms, 
through the experience of working first 
as a foreign expert for Radio Beijing, 
between 1982 and 1983, and then for the 
BBC World Service. 

For the BBC today national interest 
is synonymous with maintaining the 
reputation of the BBC itself for truth 
and unbiased reporting, which it inter- 
prets as Beng the greatest tribute to Bri- 
tish responsibility it can offer. The BBC 
External Services is not what the British 
Overseas Service was in wartime 40 
years ago. It is in a unique position 
among overseas broadcasting services 
in that it has obtained complete edito- 
rial independence which it defends de- 
spite the wishes of successive govern- 
ments who would like to be able to influ- 
ence the programme content of a ser- 
vice they pay for. 

Radio Beijing, however, dissemi- 
nates information that is carefully con- 
trolled, albeit less rigidly than six years 
ago. One could argue that information 


PET — 
-] ment with the protest in- 
trinsic to the play. 

It must be noted that 
many people believe, 
quite wrongly, that Special 
Branch officials sit in the 
audience to see if any of 
the conditions of the per- 
mit have been flouted. 
The police, for their part, 
know from experience 
that when the play ends, 
the audience goes home — 
not to any nearby cafe for 
a post mortem. 

So in the end the ans- 
wer to the police permit 
mystery could be quite 
simple. The theatre is not 
about to start a revolution, 
and if it serves to let off some steam in 
the University of Malaya campus' Ex- 
perimental Theatre, why not? 

The Five Arts Centre which pro- 
duced the play has provoked some con- 
troversy in the past, giving time and 
space to the talented Malay dancer 
Ramli Ibrahim whose Indian classical 
dance performances on stage were at 
times almost pure Hindu ritual. Ramli 


itself is controlled in China, though this 
is less and less true of domestic jour- 
nalism. Newspaper columns are used as 
weapons to expose corruption and to 
prompt police action in a way that ap- 
pears to be independent of the great 
pct qns campaigns of the past. 

one of this appears in the English-lan- 
guage media. English-language media 
seem to be operated under "crisis" con- 
ditions: that is, they are engaged in a 
non-violent “war” with the West which 
still pertains despite the "openness" of 
the present policy. 

The desire to prove the inherent 
superiority of the Chinese system to the 
rest of the world has in no way abated. 
What I would call propaganda my 
Chinese colleagues would have called 
information — if they could be per- 
suaded to discuss it at all. Information is 
necessarily controlled for the sake of the 
national interest. (Incidentally, prop- 
aganda is not a dirty word in China.) 


Rive Beijing’s English-language 
service is just one of 38 language 
services other than Chinese, including 
Esperanto, transmitted from the Minis- 
try of Radio and TV in Peking, Each 
service employs a native speaker to help 
with language work and script-writing. 
The English-language service broad- 
casts an hour-long daily programme 
which is repeated in transmissions to 
Australia, Britain and the US. 

The English service employs at least 
two full-time “foreign experts.” One is 
delegated to news and current affairs 
programmes, the other to features and 
arts programmes. I worked on features 
and arts, responsible for programmes 
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because Radio Television Malaysia 
changed its mind about broadcasting 
one of his made-for-TV specials. 

Kee's play indulged in similar provo- 
cation by dealing with another sensitive 
subject — the Chinese lion dance. Lion 
dancers in Malaysia need police permits 
to perform in public. Some years ago 
the then home minister, Tan Sri Ghazali 
Shafie suggested that since there were 
no lions in Malaysia the Chinese should 
perhaps develop a tiger dance. The pro- 
posal was greeted with considerable 
anger in the Chinese community. In 
Kee's play there is a spirited display of a 
"tiger" dance and it is quickly stopped 
by the Party "police," suggesting that 
Big Brother would not countenance 
such abberation even after attempts to 
conform. 

The lion dance together with fire- 
crackers came under strict control dur- 
ing the war with the communists because 
the noise was used by assassination 
sangs to mask the sounds of shooting. 

hat communist insurgency which in- 
spired British police officers to create 
the Emergency regulations, which in 
turn spawned the ISA, began in 1948. 


about Chinese arts, industry, ethnic 
minorities, history and archaeology. 

Radio Beijing is beyond the range of 
most short-wave radios in Britain or the 
US. Nevertheless, the service has a de- 
dicated band of enthusiastic listeners, 
many of whom would write regularly 
from Hull, Norwich, Ohio or San Fran- 
cisco, praising the pleasantness of 
Radio Beijing's broadcasts in compari- 
son with those of Radio Moscow. 
Perhaps more surprisingly, they would 
frequently get letters back from the de- 
dicated staff in Radio Beijing's corres- 
pondence section answering their re- 
quests in person, expressing condo- 
lences for the illness of their wife or 
their brother's blindness or some other 
personal sorrow. Hence there was a 
sense of a lively, friendly contact with 
the audience. 

Although I sometimes wrote and di- 
rected dramatisations for broadcast, or 
produced my own features, the basic 
part of my job was to take the English 
translations of my Chinese colleagues 
and turn them into acceptable program- 
me material. The originals for these 
scripts came largely from such English- 
language Chinese publications as China 
Reconstructs or China Pictorial, and 
sometimes from the Chinese scripts pro- 
duced by a central pool of script-writers 
at the ministry. I never discovered what 
their source material was. Very rarely 
did any of the programme-makers leave 
the building to seek live material for 
their programmes, though many of 
them were keen and eager to do this and 
were trying to introduce more live inter- 
viewing into their work. Sometimes 
they were just driven back by the sheer 
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written that year featured external 


threats from Eastasia and Oceania. 
Kee's Malaysian Big Brother happily 
uses the "Emergency," and to an extent 
it is a successful image. It fails, however, 
when the audience has to decide whe- 
ther at any given moment it is a race 
conflict or class conflict. The mixed- 
race cast also confused the picture with 
a Malay girl playing the leading prole. 


ome of the more severe critics of 

the play argued that the playwright 
could not make up his mind. If it was 
about totalitarian trends it detracted 
from very real race problems. In the 
Malaysian political context, however, it 
is doubtful if the majority of the audi- 
ence were distracted by such purist no- 
tions. The fact that someone was asking 
the awkward questions many people 
would like to ask, was enough. 

It also seemed that the audiences 
were unconcerned that the essential Or- 
wellian preoccupation was the destruc- 
tion of human relationships and that the 
drama lay in the betrayal of love and 
trust which a totalitarian system de- 
mands. The play touches all too lightly 





complications of trying to obtain infor- 
mation which had not been checked and 
authorised. 


M y job was clearly simple enough for 
any native English speaker. Once I 
had revised or rewritten the scripts I was 
not supposed to have anything more to 
do with them. They would be checked 
and sometimes corrected by a senior 
Chinese colleague (who had a liking for 
Victorian English), re-typed and broad- 
cast by one of the announcers, inset with 
pre-recorded material or music on disc. 
Yet in the process of rewriting those 
scripts, a large number of nagging prob- 
lems appeared. 

As a professional journalist, I 
wanted to help present the truth. But 
there were three major obstacles to this 
purpose. One was the endemic fear in 
China of giving out information. One of 
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ed to public announcement. 
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on this central theme and the drama be- 


comes limp. 

Like the lawyer in the audience, 
many people said it was "great stuff” 
and that "there should be more plays 
like that." But to the question, “What 
moved you about the play?” the answer 
was that the Five Arts Centre people 
were very daring. 


And that was perhaps the worst criti- — 


cism of the play: the idea was excellent, 
but the play did not manage to live upto 
it. The audience laughed and applauded 
but were not moved by the appeal to 


“Say “Yes.” So perhaps there is no Pa | 
«d 


tery about the police permit for t 
play. Perhaps despite the periodical of- 
ficial warnings about the dangerous 
communists, there is no worry about too 
many Winston Smiths brooding and 
plotting as they did in the 1950s. 

The play proves one thing, however: 
the public is still allowed a mind of its 
own, and continues to use it. This was 
shown by the Sabah elections and the 
response to the official attempts to 
cover up the Bank Bumiputra affair. It 
was also illustrated by the many people 
who, however quietly, said "ves" to the 


play. ü 
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Radio Beijing's listeners in Ohio once 
sent a friendly letter full of curiosity 
about China's energy reserves. At the 
end of his letter he asked for an approx- 
imate idea of China's yearly coal ex- 
ports — a statistic which, whether accu- 
rate or not, is readily available for most 
countries in the world. As we had no re- 
ference book of this kind, the young 
Chinese producer of the programme 
rang the Ministry of Energy to ask this 
simple question. Who are you? What do 
you want? Why do you want it? was the 
response. In the end he was told that 
within two or three days he would be in- 
formed as to whether or not the answer 
was available. No wonder my younger 
colleagues always showed a marked re- 
sistance to make any approach to a 
ministry like this. 

Meanwhile, I telephoned my hus- 
band and within half an hour I had an 


answer giving a rough figure for the pre- 
vious year from a reference book he had 
bought in Hongkong. I put it into the 
programme. To those who have lived in 
China I need hardly say that the figure 
was withdrawn. The ministry conveyed 
that the question was not an acceptable 
one, and the answer finally given was 
something like: “China exports coal to 
many countries every year.” 

Another problem was a predisposi- 
tion among my colleagues to turn jour- 
nalism into story-telling. This was partly 
due to lack of training in giving the 
names and facts behind a situation, and 

artly to a genuine, almost sentimental 
faith in the stories themselves. The 
source of these stories was generally the 
mysterious central department, which 
turned out script after script in Chinese. 
When one of my colleagues was short of 
material for a programme, she could go 
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what she thought would make a particu- 
larly telling dramatic interlude in her 
programme. None of the characters in 
these stories ever had any ages or ad- 
dresses or other identifying marks. Nor 
had they ever been interviewed though 
they were reported to have said such 
and such to so and so. But of course 
their story would be presented in the 
programme as current, factual news. 


typical story would start off some- 

thing like this: *Li Hua is a beauti- 
ful young girl who lives in Sichuan. . ." 
It would emerge that Li Hua had just 
married, but instead of following the 
Chinese tradition of going to live with 
her husband's family after marriage, she 
and her husband had decided to dedi- 
cate themselves to the care of her par- 
ents, since she was the only child in the 
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— Aa Myr Fem 
family. It is not hard to see the signifi- - 
cance of this story in terms of the na- 
tional one-child per family policy and 
the growing problem of female infan- 
ticide. However, I was usually able to 
spike these stories on the grounds that 
they would create a “negative impres- 
sion" on our listeners, because they 
would seem to be merely empty prop- 
aganda. 

The third and paramount problem is 
an inbuilt distinction in the Chinese sys- 
tem between public knowledge and 
public announcement. Most of the 
Chinese media are dedicated to public 
announcement. Thus important events 
often go unreported, because they only 
form part of the inner information net- 
work, not part of China's projected 
image. 

In August 1983, for instance, there 
was to be a public execution of 30 
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Following the line 


India's Simmering Revolution: The Naxalite Uprising by Sumanta Banerjee. 


Zed Press, London. No price given. 


| Bes tragedy of the communist move- 
ment in India has been its inability to 


- think things out for itself. Communists 


have always felt the need to hover 
around a Big Brother. Since its incep- 
tion in the 1920s the Communist Party 
of India (CPI) waited for the letter of in- 
structions from Moscow and the Comin- 
tern. Periodic policy changes in Moscow 
led to Indian communists shifting from 
one extreme to the other, based not on 
analysis of local problems but on what 
Stalin or Khrushchev ordered. In the 
1960s it was China's turn to play Big 
Brother. The rash of Maoism sweeping 
the world before and during the Cul- 
tural Revolution led to breakaway com- 
munist parties all over the Third World 
launching Chinese-inspired revolution- 
ary ppa, India’s revolutionary up- 
surge, though ultimately a failure, was 
to have profound implications for the 
country’s future. 

Banerjee has written a definitive 
book on the Maoist uprisings that swept 
parts of India from 1967-72. It is exhaus- 
tive both in terms of documentation of 
the course of events as well as of the 
complex theoretical debates carried on 


„in those heady times. The author is par- 


tisan, and more than likely was a par- 
ticipant at some stage of the movement, 
but he has marshalled together such an 
impressive array of knowledge that 
even his occasional failings in objectiv- 
ity can be forgiven. 

For the uninitiated the book opens 
with an excellent synopsis of the urban 


and rural scene of India in the late 
1960s. He also provides an excellent 
short history of the Indian communist 
movement, deftly handling the pre-par- 
tition period and then the multitude of 
splits that followed. Disillusionment 
with the CPI led to communists forming 
the CPI-Marxist in the early 1960s and 
that was followed by the formation of 
the CPI-ML or CPI—Marxist-Leninist, 
in May 1968. 





Communist rally: rash of Maoism. 


When the Naxalbari uprising took 
lace in May 1967, with the killing of 
egy landlords and some policemen, it 
was quickly crushed but it let loose a 
new upsurge in India’s list of peasant re- 
bellions. The chronic shortage of grain, 
famine conditions in certain states, the 
flow of people into Calcutta, all cóin- 
cided with the worldwide student move- 
ment, the influence of Maoism and re- 
newal of the concept of armed struggle 
from the countryside. Even then it was 
not the bulk of the Indian peasantry that 
rose, but fringe groups, many of them 
tribals, who had been totally bypassed 
by what little benefits development and 
the Green Revolution had bought to 
India. 
Half a dozen uprisings occurred in 


eastern and south- 
eastern. India and 
these were  coordi- 


nated by Charu Ma- 
zumdar. An old act- 
ivist and Maoist, he 
had taken part in 
the famous Telengana 
peasant movement in 
1946 when the influ- 
ence of Maoism — or 
revolution from the 
countryside rather 
than  Russian-style 
urban insurrections 
— first appeared in 
India. He left the CPI 
to join the CPI-M and 
then, disagreeing with 
what he termed their 
collaborationist line, 
helped form the CPI- 
ML, 

Bannerjee gives a 
reat deal of insight 
into the debates that 
raged in those days 
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people in Peking stadium. It formied 
the beginning of a campaign to clamp 
down on petty crime and corruption by 
the authorities. Everybody who had not 
heard about it through meetings and 
discussions could have léarned about 
it from small posters which appeared 
on electric-power poles around the capi- 
tal. It was common knowledge, and ex- 
pected to be, but it never appeared 
in Radio Beijing's news about China. 
Instead, a major part of each day's 
news bulletin was given over to flagrant- 
ly biased editorial comment on world 
events. 

Despite the formal agreements 
which put every available comfort in the 
| way of foreign experts, such as six times 

their Chinese colleagues' salary, warm 
and comfortable accommodation, holi- 
days and good food, there were few for- 
eigners who were able to complete their 
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contracts without experiencing a kind of 
intense cynicism and burning frustra- 
tion. This reaction was partly a result of 
unfamiliarity with the system, but the 
foreign experts were by no means alone 
in feeling such stress. The position of a 
Chinese journalist working in a situa- 
tion where information is considered to 
be not only limited but a dangerous 
quantity can, at times, be extremely 
painful. 


ce 


- 


tress of that kind is a very common 

feature of Chinese life today, par- 
ticularly for anyone engaged in one of 
the so-called intellectual professions. As 
foreigners we could relieve our feelings 
by speaking out loudly and unheedingly 
about what we felt to be falsifications, 
mistakes or stupidity. We could treat 
the whole system as though it were a 
blind and deaf schoolmaster, and on the 











between the principal leaders — Kanu 
Sanyal who led the Naxalbari upris- 
ing; the charismatic Ashim Chatter- 
jee, ex-student leader and ultra Mao- 
ist; Sushital Ray Chaudry, editor of 
the monthly party magazine Libera- 
tion and party secretary in West 
Bengal. Looming over them is the au- 
thoritarian figure of the general sec- 
retary Mazumdar, living underground 
with a chronic heart ailment, which 
caused his death in 1972 only 12 days 
after he was finally caught by the po- 
lice. 


hat emerges from these debates is 
an almost blind devotion to the 
inte and tactics of the Chinese revo- 
ution, with few concessions to the par- 
ticularities of the Indian scene. Mazum- 
dar's slogan, "China's Chairman is our 
Chairman" became an embarrassment 
even for the Chinese. The area of 
Sirikakulum, where another uprising 
took place, was called the Yenan of 
India. The party's class analysis of the 
peasantry — poor and landless peasants 
will unite with the middle peasapts to 
oppose the rich peasants — was vintage 
Mao with no Indian adaptations. 
Mazumdar's mistake was to initiate 
a policy of “annihilation of class 
enemies," where guerrilla groups killed 
local landlords or policemen without 
the necessary mobilisation of the mass- 
es, which Mao demanded from his 
cadres in China. In Calcutta hundreds 
of students went on a rampage, killing 
traffic policemen while totally ignoring 
the workers’ movement, Once the kill- 
ings started, a reign of terror developed 
on both sides. Police and paramilitary 
forces moved into urban and rural areas 
shooting down suspected communists 
even after they had been arrested. By 
August 1971 some 1,800 CPI-ML cadres 
had been shot dead by the police, many 
of them in jails. 
There is no doubt that the Indian 
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state system had suffered its worst shock 
since independence. An entire genera- 
tion of Indian youth was caught up and 
later trapped in the cycle of this move- 
ment. Sons of the Delhi rich left college 
and headed for Punjab or Uttar 
Pradesh, where they tried to raise the 
peasantry by arbitrary killings of land- 
lords, The state itself doubled and trip- 
led budgets for the police and 
paramilitary forces. New sophisticated 
security forces were raised; the army 
was strengthened with counter-in- 
surgency training and weaponry. 

One of the reasons for the 1975 
Emergency was the deep imprint of hor- 
ror that Indira Gandhi had left on the 
political life of the nation, by the way 
she dealt with the revolutionary move- 
ment. In 1973, when the movement had 
collapsed there were some 32,000 com- 
munists in Cate pen Seien i bo and many of them had 


pep imprint of horror. 


whole, we did. Our Chinese colleagues 
could do no such thing, nor could they 
hope to escape from the class after a 
year or two. 

Early in the summer of 1983 there 
was an astonishing announcement from 
Radio Moscow on my short-wave radio 
in the Friendship Hotel in Peking. The 
announcer said that there had been 
signs of unrest among the SoWet popu- 
lation about the war in Afghanistan. 
Many young Russians were being killed 


| there and only a small percentage of 





these deaths were being reported, I 
later heard that this statement was made 
in two successive bulletins before the 
announcer was arrested and the report 
amended. I felt I knew that announcer's 
state of mind: he was the victim of his 
sudden desire, which became more im- 
portant than anything else, to tell the 
truth. oO 





been there for three years without trial. 
An international upsurge of criticism 
from human-rights bodies and lumi- 
naries across the world urged her toend 
the barbarities that were being perpet- 
rated in Indian Jails. 

And China? China had already for- 
saken the Indian revolutionaries despite 
lavishing praise on them in 1970 in the 
pages of Pe ‘king Review. China went on 
to support Pakistan's actions in 
| Bangladesh that led to a major split in 
the CPI-ML and was soon cozying up to 
president Nixon, the former “im- 
perialist paper-tiger." Just as the Soviet 
Big Brother had deserted its revolution- 
ary children before, so the Chinese were 
to do the same with the Naxalites. But 
then the Naxalites themselves were to 
blame for hero-worshipping somebody 
else's revolution and trying to make it 
on their own. — Jamal Rasheed 
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BUSINESS AFFAIRS - 


Seoul settles the Kukje collapse behind closed doors 


In debt to Korea Inc. 


By Paul Ensor in Seoul 


ix months after the collapse of the 

Kukje Group, bankers are still pick- 
ing up the pieces as concern over the 
debts of the country’s other highly 
geared business giants mounts, The re- 
solution of the Kukje problem, which is 
expected to be finalised later in the year 
when new owners formally take over 
the management of Kukje’s subsidiaries 
from bank creditors, shows up the best 
and the worst of Korea Inc. 

Decisions have been made on a 
highly centralised basis, and they have 
been carried out quickly; the various 
subsidiaries are still functioning. The 
whole operation, however, has been 
cloaked in secrecy, making it hard to 

uess to what extent Kukje’s problems 

ave really been isolated and dealt with 
to prevent problems from recurring. 
Neither Kukje nor its bankers could fur- 
nish the most basic financial figures — 
forcing outsiders to rely on other outsid- 
ers for this information. 

Kukje’s troubles came to a head in 
February when the government refused 
to bail the company out to help it pay 
back around Won 300 billion (US$341 
million) in short-term debts. The gov- 
ernment had agreed to help with funds 
in December when the company faced a 
similar crisis over its short-term borrow- 
ings, which accounted for about half 
Kukje’s estimated Won 1.1 trillion out- 
standing debt. According to financial 
sources, between December and Feb- 
ruary, under government pressure the 
company reduced short-term debt by 
around 50%. But when it was still unable 
to meet its short-term obligations, 
Kukje’s management was transferred to 
its lead bank, the Korea First Bank 
(KFB) on 23 February. 

Since taking over Kukje’s manage- 
ment, KFB has acted as a middleman 
between the government, companies 
— Kukje subsidiaries and 

ukje and its other creditors. At the 
same time, it has worked to restore the 
financial stability of the group. The gov- 
ernment's heavy influence on the coun- 
try's commercial banks is well known, 
and in a case as weighty as Kukje — it 
was the sixth-largest business group in 
the country until February — the gov- 
ernment's role in decision-making has 
been strong though clandestine. As the 
executive of one Kukje subsidiary put 
it: "When the banks come in to rear- 
range things, they take their orders 
from above, and that means the govern- 
ment." 

As the dissolution of the conglomer- 
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Foreign banks: few complaints. 





ate is still under negotiation, officials 
are reluctant to discuss the matter. 
“Kukje is still a hot political matter,” 
said an official at the Ministry of Fi- 
nance. The government has been espe- 
cially concerned about keeping the issue 
away from the feisty opposition New 
Korea Democratic Party in the national 
assembly. 

The decision to place Kukje under 
the management of KFB was a decision 
of the government, which was then sur- 
prised by the strength of the shockwaves 
their move produced — local and 
foreign confidence in the South Korean 
economy was shaken. 


Ki had borrowed about Won 50 
billion from foreign banks in Seoul, 
and its subsidiaries abroad had loans 
amounting to around US$300 million. 
The company's tendency towards bor- 
rowing from many different sources was 
reflected in the 30 foreign banks from 
which it received loans, compared to an 
average of around 10 for South Korean 
companies of comparable size. Foreign 
bankers were conscious that Kukje was 
a riskier borrower than most, but they 


say that it was willing to pay high rates, 
and because of the large numbers of for- 
eigners involved, in most cases, expo- 
sures were fairly small. 

Foreign bankers who had lent to 
Kukje have few complaints about their 
treatment. "It was Korea Inc. at work," 
recalled one banker. KFB had taken re- 
sponsiblility for Kukje's debts and 
either directly repaid interest and prin- 
cipal on loans extended by foreign 
banks, or ordered Kukje's other local 
creditors to pick up the tab. 

Most loans made by foreigners in 
local currency had a three-month 
maturity. Won debts outstanding to for- 
eigners have fallen from around Won 50 
billion in February to Won 8 billion. 
Loans in foreign currency owed by over- 
seas subsidiaries are down from US$300 
million in February to US$80 million. 
On some occasions the local banks 
could not settle among themselves 
which should pay off the debts. "They 
seemed to be playing ping pong with the 
cheques," recalled one foreigner, but 
this never created serious problems. 

Within days of taking over the man- 
agement of Kukje, officials from KFB 
announced the outlines of their plan: to 
sell the group's trading, footwear and 
property investments (which were al- 
most entirely made on short-term 
funds) to the Hanil Synthetic Fiber In- 
dustries Co., and the ICC construction 
company to Kukdong Construction Co. 
In addition, Union Steel, one of the few 
profitable jewels in the Kukje crown, 
would go to Dongkuk Steel Mill Co. 
These four lines of business accounted 
for 77% of the group's turnover in 1983, 
with the remaining 16 companies taking 
up the rest. A number of other tentative 
agreements have been made regarding 
the sale of these subsidiaries, many of 
which are in poor financial health. 

According to Lee Sang Dae who 
leads KFB's task force within Kukje, 
Hanil Synthetic Fibers Co. was chosen 
for its relatively sound financial situa- 
tion and conservative management 
style. In terms of turnover, Hanil is 
much smaller than Kukje — roughly 
two-thirds the size of the trading and 
footwear businesses it is acquiring. With 
negotiations still under way, Hanil has 
remained vague regarding its plans for 
Kukje. 

Footwear, which traditionally ac- 
counts for around a third of the group's 
sales, has enjoyed an upswing in exports 
this year after disappointing results in 
1984. But threatened quotas in the US, 
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which accounts for the majority of sales, 
may cause future problems. Kukje, 
which is the largest footwear producer 
in South Korea, suffers from problems 
common to others — slow technological 
development and competition from 
countries with lower labour costs. 

Since February, The Commercial 
Bank of Korea has managed Kukje 
Construction, one of the most be- 
leaguered members of the group (owing 
to the drop in the Middle Eastern mar- 
ket which has hit all South Korean con- 
tractors hard) and hopes to formally 
hand over the management of the com- 
pany to Kukdong Construction Co., an 
overseas contractor, sometime later this 
year. 

Owing to their relatively good busi- 
ness performances in the past, Union 
Steel, and the group's brokerage house, 
Dongsuh Securities, attracted à great 
deal of attention. Several potential 
buyers showed interest in Dongsuh 
Securities, but the KFB itself has opted 
to take over the brokerage house. Re- 
flecting the government's sway over the 
bank's management decisions was the 
recent appointment of a former ruling 
party politician as Dongsuh's president. 
Union Steel became a centre of con- 
troversy because of the efforts of its 
former owner, Kwon Chul Hyun (who 
was forced to sell out to Kukje in 1977 
due to financial difficulties) to regain 
control of the firm. 


n the months leading to Kukje's col- 
lapse, Kwon, who still claimed to hold 
a 29% share in Union Steel did his best 
to shake confidence in Kukje. One 
foreign banker recalled that he was in- 
vited to visit Kwon who then asked him 
to withdraw his loans to Kukje. Kwon's 
efforts may have contributed to Kukje’s 
problems in the short-term money market. 
The government has kept the big 
groups out of the bidding for Kukje sub- 
sidiaries, and this is in line with policies 
aimed at stemming the growth of the 
chaebol — which, in most cases, has 
been accompanied by steady growth of 
their debts. In the past, big groups have 
taken over failed companies at the gov- 
ernment's request, the deal sweetened 
by loans to shore up the flagging fi- 
nances of the failed firm. Given Kukje's 
huge financial difficulties, and the cur- 
rent cash-flow problems of most of the 
big groups, finding a buyer from the top 
tier of South Korean firms would be an 
expensive proposition for the govern- 
ment and Kukje's lead banks. 
Although the companies continue to 
operate, they will be in limbo until their 
new managers have settled on a price 
with the banks. With bankers as mana- 
gers, cost-cutting has become one of the 
highest priorities; Lee of KFB points 
with pride to the fact that he has been 
able to reduce the number of managers 
in the trading company from 55 to 21. 
Among those who left the company 
was Yang Chung Mo, the chairman and 
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Middle East construction: hardest hit. 
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son of the founder of the group, who 
made the group into one of the coun- 
try's largest through a series of take- 
overs in the 1970s. Yang and his family 
were blamed for reckless management, 
aggravated by intra-family bickering. 
According to recc..* Faures, Kukje- 
ICC, the former flagship of the group, 
recorded a 35% drop in exports in the 
first seven months of the year. New 
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management may change its fortunes 
for the better, but for the moment, the 
banks are taking a holding action, 
switching short-term debts into more 
stable long-term ones, and paying off 
foreign creditors. When the new owners 
assume responsibility for Kukje's man- 
agement, some of the companies’ 
liabilities will have been written off by 
the banks to make the adjustment easier. 
[he cost of doing this has fallen on 
the local banks and Kukje's sharehold- 
ers, primarily the Yang family, who 
were stripped of their holdings. Mean- 
while Kukje's local lenders, who have 
been absorbing the companies' losses 
since February, and have loans out- 
standing which they are unlikely to have 
repaid within the original terms set. 
The huge costs of propping up Kukje 
are unlikely to show on the banks' bal- 
ance-sheets. They get their orders — 
and funds — from above, and the funds 
for these costly operations flow from 
above through the Bank of Korea (BoK 
— the central bank). The BoK raises 
money for such loans through public 
bond issues. Because of this lifeline, 
South Korea's banks are able to borrow 
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abroad at better rates than their co 
rate counterparts, even though foreign 
lenders know their profitability is lower. 
Concern about the level of bad debts 
that commercial banks are carrying led 
to a decision in June ( REVIEW, 4 July) to 
extend special loans to the banks to help 
them regain solvency. 

According to official figures, South 
Korean banks are burdened with 
roughly Won 4 trillion in bad loans. The 
government has shown its concern for 
the problem by limiting big companies’ 
access to loans from banks (REVIEW, 16 
May) in the past two years. Allowing 
Kukje to fall was taken by many as à 
warning to the big companies. 


any big firms, facing problems in 
heavily indebted areas such as con- 
struction and shipbuilding. have turned 
to the short-term money market for 
cash in the absence of bank loans, their 
short-term liabilities growing rapidly 
through the latter half of 1984. Kukje 
was a flagrant example of this practice, 
but it was not the only big group to find 
itself. caught with short-term loans 
which it could not repay. Due to prob- 
lems in its electronics and shipbuilding 
sectors, the Daewoo Group faced some 
financial difficulties early this vear when 
its short-term debt grew faster than sales. 
The government has eased its con- 
trols on lending and monetary growth, 
while warning big companies to stay 
away from short-term loans. The effect 
of the warning has begun to show in 
monthly figures on total loans extended 
by short-term lending institutions, . 
which have fallen steadily in the first 
half of 1985 after steady growth in 1984. 
This push to shift companies' debt expo- 
sure is necessary to prevent more shocks 
such as Kukje's which was triggered by 
panic among the company's short-term 
creditors. However, changing the debt 
from short term to long term only ad- 
dresses the symptoms of a greater prob- 
lem — debt:equity ratios in South Ko- 
rean conglomerates average 7:1, and 
many companies are finding it hard to 
make money on failing business lines. 
Instead of pinpointing the bad debts, 
the approach up to now has been to shift 
money and responsibility until the next 
crisis. This has been the case at Kukje 
which has, ostensibly, continued opera- 
tions at the expense of the local banks. 
This approach preserves economic sta- 
bility, avoiding the spectacle of massive 
layoffs and business failures in related 
companies, but it does not immediatly 
redress the problems which led to 
Kukje’s collapse. The secrecy surround- 
ing Kukje’s post-mortem has clouded 
the problems that the new owners must 
solve. Where the estimated Won 4 tril- 
lion of bad debts held by South Korean 
banks lie is also a secret; funds will be 
poured in and managements chang- 
ed, Korea Inc. will thunder on, but 
fundamental questions will go un- 
answered. o 









uise do Rosario in Peking 
ter years of suppressed demand, 

China was caught in the grip of im- 
mania in late 1984, buying huge 
tities of the consumer goods and 
lustrial products it had done without 
r so long. With a fat cushion of foreign 
serves to rely on and low levels of 
oreign debt, nobody worried about 
'here the money would come from. But 
fter. precipitous declines in reserves 
thin barely half a year, officials have 
plied the brakes fast and hard. As 
ieir  China-destined. exports sit in 
aréhouses and docks awaiting pay- 
ent and shipment, many foreign trad- 
are wondering if the worst is over for 
na's foreign-exchange reserves crisis. 

round late February, China sud- 
ly realised it had ordered more im- 
ts than it could finance through ex- 
| earnings, its major source of 
gn exchange. Between September 
and June 1985, the country had a 
d trade deficit of US$7.83 billion, 

Ording to customs statistics (more 
one Chinese agency compiles fig- 
n trade). To make up the differ- 
China has used at least US$5 bil- 
its foreign-exchange reserves, ac- 
g to Chinese officials. Reserves 
'd from the peak of US$16.3 bil- 
September 1984 to US$11.3 bil- 
March this year, the last figure 
e public. 

fficial and private sources indicate 
igure must now be down to US$8- 
on in view of the widening deficit. 

solute terms, the reserves could 
finance comfortably several 
$` imports -—— but the speed with 
‘they were depleted shocked 
“If the money continues to dry up 
h a fast pace, our country can go 
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upt within a year or so," said a 
ese official in Peking. 
he unexpected decline caught 


1inese leaders unprepared. As late as 
vember 1984, China was announcing 
w spending plans — for example, a 
hree-year programme to spend 
$$14.2 billion to buy foreign technol- 
ogy. With hindsight, the steep decline 
reserves was due as much to China's 
itiable appetite for imports as to its 
fficient foreign-exchange control 
m which is full of loopholes under 
new decentralised trading system. 
‘a Peking-based foreign economist 
t "When the final sums from various 
inces were seriously looked into, 
entral government realised it had a 
billion dollars of foreign exchange 
^ than what it [had thought]. Many 
ces have spent far more than what 
y are permitted to do and when pay- 
nt time comes, the treasury finds | it- 

3 penenang arun.’ 5 








in a big way for re-sale to other parts of 








Two big r holes in the TUM diit 
controlled foreign-exchange budget are 
Hainan Island and the special economic 
zones. In the first half of 1985, they ac- 
counted for US$1.4 billion of the 
US$6.41 billion trade deficit, or 22%. 
The foreign-exchange black markets in 
these areas also handled enormous sums, 
as recent official reports have shown. 
Between January 1984 and March 1985, 
Hainan imported vehicles worth US$1. 5 
billion, about .43. times its official 
foreign-exchange. quota. There have since 
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the country — none of which had such 
large- scale import privileges. 


G nocked by the depletion of its re- 
serves, Chinahas hastily adopted re- 
medial measures; exorbitant import 
duties and taxes, holding up foreign-ex- 
change payments, delaying expensive 
projects, promoting exports by resum- 
ing its export-subsidy system for certain 
items, and most important, curbing 
spending power given to local au- 
thorities a few years ago. The People's 
Bank of China (PBoC, the central bank) 
has alsoemerged asa powerful watchdog 
to oversee all foreign-exchange borrow- 
ings by Chinese enterprises from foreign 
and Hongkong banks — an acknow- 
ledged function of the Bank of China 
(BoC)inthepast. = — 

But there is unlikely to be any result 


from these measures at least until the 
end of this year, when most of the goods 
ordered’ à 






n last year ;rush are deli ered: 














forl. .7 months ofi import. © 


output value in current renminbi terms 
up 23.1%. 
struction, which accounts for a signifi- 


cant share of imports such as building. 
steel and machinery, also. 


materials, 
grew43. 596. 


Foreign traders first saw the foreign- 


exchange tap closing in late March, 

when Chinese enterprises flatly said 
they did not have the money to pay for 
orders or to start agreed-upon projects. 

The BoC also became strict about 
foreign-exchange payments, taking 
months instead of weeks to process let- 
ters of credit. 

There were initial hopes that the 
foreign-exchange squeeze would end in 
July. But when the trade deficit con- 
tinued to widen — from US$1.42 billion 
for all of 1984 to US$6.14 billion in the 
first half of 1985 — even stronger 
medicine was called for. In July, a "reg- 
ulatory tax" was introduced on top of 
customs-duties increases in March. The 
combination made motor vehicles, 
computers, video-cassette recorders 
and other “undesired” products two or 
three times more expensive to import. 
In June, the central government or- 
dered that assembly lines of colour TV 
sets, refrigerators and other consumer 
products stop importing foreign compo- 
nents. 

A number of joint ventures and 
licensing agreements with the Japanese, 
concluded late last year, have been stall- 
ed because the government is insisting 
that up to 70% of the required parts 
should be locally sourced. "This is a 
very serious situation for many tad. 
ers," complained H. Ogasawara, man- 
ager of Mitsui & Co. (Hongkong)'s 
China division. “We've spent much 
time on negotiations with the Chinese 
and now they say they couldn't get the 
money." 

Hongkong traders, the first to bene- 
fit from the short-lived boom, have also 
been hit first and hardest by the bust. 
"They didn't realise the squeeze would 
come so fast and so soon. Now they are 
stuck with goods from South Korea and 
Taiwan, waiting for licences or pay- 
ments from China that may never 
come," said Wong Sung-lok, deputy 
general manager of Banque Indosuez in 
Hongkong. 

Compared to the so-called “Foreign 
Leap Forward" re-adjustment in 1978- 
79, the rapid turnaround of China's 
policies this time affects more com- 
panies and traders, and may leave a 
deep mark. In 1978, noted Satoshi Imai, 
an economist at the Japan External 
Trade Organisation, China ordered 22 
large-scale projects worth US$7.8 bil- 
lion. At that time, its foreign-exchange 
holdings were US$1.6 billion, suimcent 
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China severely restricted imports and 
promoted exports, resulting in hefty 
surpluses and large reserves. The ill- 
considered deals then concluded were 
mainly large and easily identifiable 
plants and machinery imported by à 
small number of major Chinese corpo- 
rations and units which had the power to 
spend foreign exchange as well às to 
trade with the outside wgrld. The im- 
port craze this time extended to almost 
every sector, though consumer goods 
got the most attention. 


W ith decentralisation, hundreds of 
trading firms sprouted up around 
the country — all anxious to make fast 
profits through re-sale of popular im- 
ported items. Such deals, especially 
those made with Hongkong connections 
(which may be a relative or a small-time 
trader) are hard to track down — espe- 





cially when it comes to tracing their 
sources of foreign exchange. 

While Chinese leaders promise that 
the difficulty with foreign exchange will 
not affect contracts concluded properly, 
almost all foreign firms have been af- 
fected in one way or another. Even raw 
materials which China has been buying 
for years from regular suppliers are now 
subject to strict customs supervision, 
noted a Hongkong-based China trader. 
"We used to deliver the imports first 
and filled out the customs documents 
later. Now we have to do the reverse or 
else delivery will be stopped.” 

The squeeze has also hurt expensive 
projects, such as a proposed 1-gW nu- 
clear plant in Sunan near Shanghai. It 
has been learned that the project, sche- 
duled to be built in the next year or so, 
has now been postponed to 1990 at the 
earliest. Two Boeing 737s ordered by 
Yunnan were reportedly left idle at the 
Kunming airport for weeks, awaiting 
the US$45 million payment. 

The most puzzling question about 
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the foreign-exchange surprise is: how 
did it happen in a country which still has 
a largely planned economy and is well- 
known to be fiscally conservative? 
Analysts list at least three reasons: the 
decentralisation of both trading and 
foreign-exchange spending powers; the 
role played by the BoC with its relaxed 
credit policies and the country's pent-up 
demand for certain items which com- 
pletely outpaced domestic production. 

Before 1979, foreign exchange was 
centrally controlled, making it relative- 
ly simple to keep accurate figures, With 
the new foreign-exchange retention sys- 
tem for individual units and places, and 
the greater freedom of local authorities 
to use their annual foreign-exchange al- 
location, it was no longer possible for 
Peking-based officials to keep a close 
tab on the national spending. 

The situation was worsened by the 
ability of units to "trade" their foreign- 
exchange allocations — so that figures 
reported to the central government are 
highly distorted. “The same sum of 
foreign exchange may be behind several 
transactions recorded in the books," 
said Thomas Chan, a research officer at 
the University of Hongkong specialising 
in the China economy. He estimates 
that the foreign-exchange at the dis- 
posal of local authorities may be as high 
as 60% of the national total. At end- 
1984, for example, local units accounted 
for US$7 billion of the US$14.42 billion 
reserves, Chan said. Central govern- 
ment departments and the BoC held the 
rest (US$4.4 billion and US$3 billion, 
respectively). 

The gap between the central au- 
thorities' account books and reality was 
vividly illustrated in the trade figures for 
first-half 1985. The Ministry of Foreign 
Economic Relations and Trade regis- 
tered a US$3.16 billion deficit, while 
customs figures (which show the actual 
goods delivered, not contracts signed) 
recorded a gap of US$6.41 billion. 

The country last year was thrown 
into what the official media now de- 
scribe as "blind optimism" about the 
economy. Said Wu Shenqi, senior 
economist at the PBoC in Peking: 
"There was a theory last year that we 
had too much reserves and should spend 
some instead of saving them in foreign 
banks and letting other countries use 
it." There were also worries that the 
high reserves would fuel inflation and 
affect China's qualifications for receiv- 
ing soft financing from multilateral 
lending institutions. 

Analysts see the new austerity as 
part of a cycle in China's economy, 
which has experienced large fluctations 
in its imports since 1978. "The Chinese 
have been deprived of certain consumer 
and other products for the past 30 years. 
You can't just put a lid on it and hope 
it'll go away. It'll explode again once 
controls are relaxed," said a Hongkong 
and Shanghai Banking Corp. eco- 
nomist., o 
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Resource-full 
management 


CSR trims the fat while seeking 


new lines of business 


By Hamish McDonald in Sydney 


T big Australian resources and 
sugar company, CSR, stands at a 
crossroads of development as it weighs 


the sale of a large chunk of its prime 


asset — in the cause of balance-sheet 
caution. About four parties are bidding 
for as much as 50% of the wholly ow 
Delhi Australia Fund, the unit trust that 
ives CSR a leading role in the Cooper 
asin development, which pipes oil and 
natural gas from central Australia to 
population centres in South Australia 
and Queensland. 
Combined with funds from equity 
raising and other asset disposals, the 


proceeds from such a sale would be used. 
to pay off much of the US$900 million - 


debt carried from the 1982 purchase and 
subsequent development of the Delhi 
discoveries. 

The stake is valued at about A$750 


i 


million (US$535.7 million), ‘the Seem 


to analysts such as lan Story of the S 
ney stockbroking firm, Meares and 
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Philips. But the bids may not reach this f 
level. The firm has not publicly set a Į 


price, though it has mentioned a fig- 
ure to the bidders. Should offers fall 
short of its reserve, however, CSR will 
face some agonising. 


Acceptance would end much of the 


uncertainty over  foreign-exchange 
movements that have already caused 
the Australian-dollar debt of both Dethi 


and parent CSR to swell massively. As — J 


oil and natural-gas production builds 
over the next year or so, Delhi could be 


brought onto CSR books without badly. 


affecting the highly respectable gearing 
ratio (under 30% for long-term debt to 
Le ce debt plus shareholders funds) 
CSR has maintained through years of 
expansion. 

On the other hand, CSR could 
choose to live a little more dangerously 
and retain all of Delhi. It could bail on 
the Australian dollar at least maintain- 
ing its present strength against the US 
currency (about 70-72 US cents), and 
world oil prices (which it gets trou 
Australia's import-parity policy for 
domestic oil) not collapsing. 

After pre-paying some of the debt 
with A$247 million from a rights issue 
earlier this year and arbund A$250 mil- 
lion from asset sales, CSR could bring 
Delhi into its own accounts with a debt 
of about A$770 million at current ex- 
change rates. This would temporarily 
blow CSR's gearing out from the 28% at 
the end of its most recent year (ended 31 
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m to about 43%, which CSR as- 


"T 
l 
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sistant general manager for finance 
o3 Herbert said would be “weara- 
* 

In a year or so, Delhi would yield 
substantial profits, tax-free for several 
years because of heavy deductions 
stored up from exploration costs. Re- 


| taining 100% ownership would also let 


- dollar during February-April 
' Coming right at the end of CSR's finan- 


CSR use its cash flow. But the mood at 
CSR seems to be against risks just now, 
however. After three years of belt-tight- 
ening brought on by worldwide surplus 
in its main products — coal, iron ore and 
sugar — the company had an extremely 
rough ride from the 20% fall in the local 
1985. 


cial year, this was reflected immediate- 
ly in the company's foreign borrow- 
ings. 

While repayments on the Delhi debt 
do not begin until 1986-87 and the un- 
realised portion of its foreign-exchange 
losses (about A$318 million) will be 
amortised over several years, the parent 
company elected to absorb all of its un- 
realised losses in the 1984-85 results. 
With net profits up only 0.5% at A$92.2 
million, this resulted in shareholders' 
funds declining by just under A$60 mil- 
lion to A$1.42 billion. 

Not surprisingly, CSR declares itself 
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CSR gas plant: at the crossroads. 





to be in a phase of “consolidation.” 
Along with the similarly affected Mount 
Isa Mines (MIM) group (REVIEW, 7 
Feb.), it presents a study in contrasts 
with Australia’s two other well-known 
blue-chip resource houses, the Broken 
Hill Proprietary Co. (BHP) and Con- 
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| All the world's problems 


Singapore pays the price of its high-wages policy 


By V. G. Kulkarni in Singapore 

4 Ee very National Day, I reported 
h progress. This year, for the first 
time, I have to sound an alert," warned 
Singapore's Prime Minister Lee Kuan 
Yew in an anniversary message on 8 Au- 
gust even more sombre in tone than his 
usual call for greater effort from his 
countrymen. The content of the mes- 
sage was grim. Officials had indicated in 
recent weeks that economic growth in 
the second quarter had petered out to 


| nothing. But Lee revealed that for the 


first time since 1967, there was actually 
a contraction of 1.4%. As a result, the 
gross domestic product inched up 
only 0.6% in the first six months of the 
year compared with a 9.7% rise a year 


- earlier. 


The outlook until the end of the year 
remains poor with a best-scenario pre- 
diction of no growth provided the US 
economy picks up. Otherwise negative 
growth was likely, Lee added. Lee's re- 
medy for curing the ailing economy was 
a patent one: increase productivity and 
reduce costs. In the preceding weeks the 
government had already announced a 
care package of some reduction in levies 
and indirect taxes which the business 
community, having long foreseen the 
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downtrend, had labelled too-little-too- 
late to bolster the economic climate 
(REVIEW, 8 Aug.). 

How did the economic miracle of the 
1970s and early 1980s take so disastrous 
a drubbing with so little warning? Both 
the government and the private sector 
have blamed external factors — the 
stagnation of Western countries — for 
Singapore's woes. Admittedly, with a 
tiny domestic market of 2.5 million peo- 
ple, the city-state is heavily reliant on 
exports. But Singapore's problems go 
deeper than that, to the very strategy for 
the economic structure designed by the 
government since the 1970s. 

In its drive towards modernisation, 
Singapore ——— capital-intensive 
industries such as oil refining and ship- 
and oil-rig building, sectors which have 
gone into decline. Another plank of the 
strategy was to weed out low value- 
added lines — textiles, toys, cheap elec- 
trical appliances and leather goods — 
and to opt for the more sophisticated in- 
dustrial electronics and computer 
peripherals. While some marginal gains 
were made in the sophisticated electro- 
nics field, the bulk of investment in 
manufacturing remained in petroleum- 
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| zinc Riotinto Australia, which are se- 


cure enough in their home base to be ex- 
panding abroad. 

Since the late 1970s, the company, 
has sought to move into new coal and oil: 
developments. But in many cases, mar- 
kets have not lived up to expectations 
and some of the investments, such as the 
L00%-owned South Blackwater coal 
mine in Queensland, are now seen as 
economically dubious. At the time of 
decision, of course, then general man- 
ager Gordon Jackson and CSR were al- 
most unanimously applauded by the 
same analysts who now point out CSR's 
problems. But CSR’s diversity is also a 
strength, and unlike MIM it has been 
able to maintain fairly stable earnings 
and dividend payout since its mar- 
kets went into recession three years 
ago: 
> Itsseven mills produced 27% of Aus- 
tralia's raw sugar in 1984-85, and its five 
refineries in Australia and one in New 
Zealand provide most of the refined 
sugar in the two countries. CSR markets 
all Australian exports of raw sugar. 
Much of its sugar-industry income thus 
comes from commissions or sales in the 
regulated home market, not the world 
market where prices are now extremely 
low. 

» The unglamorous building-materials 


related sectors. By early this year, both 
petro sii and computer peripherals 
ad run into a severe downturn. 

In terms of total domestic exports of 
$$33 billion (US$15 billion) last year, 
mineral fuels and oil bunkers accounted 
for $$15.7 billion or a whopping 47.5%. 
Electronic components and office 
machines, a major part of which will be 
in the sophisticated sector, accounted 
for another 15.6%. Both oil and com- 
puters are certainly set for another 
downturn in overall volume this year. 
By contrast, clothing and fabrics 
amounted to a mere 3%, while other 
items such as watches, clocks, optical 
equipment and musical instruments to- 
gether barely added up another 1% of 
domestic exports last year. What the 
planners in Singapore seem to have ig- 
nored was that while the value-added on 
such items may not be high, even in 
times of recession, overseas demand for 
them is less elastic than the high-flying 
computers and industrial electronics. 


Me: importantly, in the debate to 
turn Singapore's economy around, 
neither the government nor the private 
sector, including academics and indus- 
try economists, have mentioned the ad- 
vantages of some of the low-technology 
sectors. Instead, they have all been 
harping on the official line to cut wages 
and overheads and boost productivity in 
the chosen industries of the future. De- 
spite the new official policy of making 
the private sector the engine of future 
growth, the government controls most 


} 22 AUGUST 1985 e FAR EASTERN ECONOMIC REVIEW ` 


"uU uhr af few udi B. oa auri: i. - 
division was the group's mainstay last swing to raise about A$250 million — 


year. On a 13% increase in turnover to 
AS680 million, this division increased 
profit 61% to A$44.1 million. 
» Pilbara Iron increased its contribu- 
tion by A$5.6 million to A$17.6 million 
as shipments from Mount Newman 
rew 23% to meet increased demand 
rom Northeast Asian steelmills. 
> Coal did poorly, with profit down 
A$5.7 million to A$6.2 million. Total 
coal output from its six mines was essen- 
tially stable, but revenue was down 
pri 6% to A$352 million. 

CSR has a reasonable chance to do 
better this year. Commodity prices 
seem to be stabilising and the benefits of 
devaluation will flow through in export 
revenue for most of the 1985-86 year, 
though hedging on about 40% of export 
sales at 83.5 US cents will dampen this 
in the first half. The Japanese steel mills 
have absorbed most of the flood of new 
coking coal capacity from Queensland 
and Canada by this year, and prices are 
stable in US terms. 

Along with the Delhi restructuring, 
CSR is trying to turn itself into a leaner 
operation. The heavy central-manage- 
ment structure designed for the fast 
growth of the 1970s has been whittled 
down, and property interests are being 
liquidated. Other asset sales are in full 


industrial sites and has the power to 
more or less dictate the sectors to which 
new investments go. Therefore, private 
entrepreneurs have little incentive in 
advocating the revival of the long- 
ignored sectors. In any case, some of 
these skills among workers may already 
have been lost in Singapore. 

It is not that the Singapore Govern- 
ment has not been aware of the dilemma 
of forcing a narrowly based export- 
oriented economy to join the hi-tech 
league. While the international press 
has focused on the dilemma, the au- 
thorities appeared confident of riding 
the wave, though the current downturn 
was foreseen for some time. The gov- 
ernment belatedly admitted in late July 
that it had sensed the erosion of the 
economy as early as 1983. But the prop- 
erty and construction boom, partly fuel- 
led by public-sector programmes, and 
the more than expected upsurge in elec- 
tronic exports to the US computer in- 
dustry tided the situation over. More- 
over, 1984 was the year of celebration of 
the ruling People's Action Party's 
25 years in power, when the news of an 
unhealthy economy could have sounded 
a discordant note. 

But the quarterly figures in 1984 
heralded the storm as growth slipped 
steadily from 10% in the first quarter to 
6% in the fourth. Long after this year’s 
first quarter's sluggish 2.7% rise was 
known, the government kept up its op- 
timistic forecast of 5-7% growth for the 
year. But the second quarter's dismal 
performance bared to the public what 
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cattle-grazing land, a plantation, quarry 

and concrete operations and petroleum 

interests. 

The asset sales are also a defensive 
move, since any potential corporate 
raider would hope to recoup much of his 
purchase price this way. "I would think 
that within a year the scope for a take- 
over man to do that would be fairly li- 
mited,” Herbert said. The company has 
Rs he employed the disclosure pro- 
visions of the Companies Code to un- 
mask share-buying activities. Herbert 
said CSR would “not stand idle if some- 
thing starts to emerge, particularly if we 
see the bid as purely opportunistic.” 


n the debt side, CSR can be grate- 
ful that the local dollar has come up 
from its low point of US 65 cents to the 
71 US-cent level on which its 31 March 
balance-sheet was calculated. Should it 
stay there CSR will have no more ex- 
change losses this year (and if it rises, 
even a small gain). Like many Austra- 
lian companies, CSR has taken advan- 
tage of the sudden popularity of Austra- 
lian-dollar Eurobonds (REVIEW, 15 
Aug.) to switch debt into the local cur- 
rency. 
Nor is CSR abandoning growth pros- 
pects. Along with BHP, it recently 





was already known by the business com- 
munity. Large-scale lay-offs by factories 
and closures of small businesses daily 
since the beginning of this year had al- 
ready portended what was to come in 
Lee's National Day eve message. 

As output declined and businesses 
began retrenching staff, there was a net 
loss of 36,200 jobs in the first half. 
Workers in the construction sector were 
the worst hit, with 27,800 losing their 
jobs. Manufacturing also laid off 11,200 
workers. The saving grace was that most 
of those retrenched were foreign work- 
ers. "If they were all Singaporeans, we 
would be in big trouble," Lee pointed 
out, 
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gained China's first 


ndonesia, it is re-opening an old Dutch 

gold mine at Lebong Tandai in Sumatra 
in October, and it continues to make 
money in Indonesia from its share of 
Koba Tin on Bangka Island and the 
small oil field of subsidiary AAR on 
Ceram Island. 

The Mount Newman iron-ore mine 
continues to strain towards capacity of 
35 million tonnes a year, with an in- 
crease of nearly 2% in the US-dollar 
price paid by Japanese steel companies 
augmenting the Australian-dollar de- 
preciation effect. And, apart from con- 
tinuing expansion of the Delhi dis- 
coveries, CSR has a direct 60% interest 
in a big new natural-gas find in the Deni- 
son Trough area 300 km west of 
Gladstone, Queensland, and has 
applied for a licence to pipe the gas to 
that city. 

Through these measures CSR hopes 
that during this year and the next, the 
return on shareholders’ funds will rise 
from last year's low 6.8% to at least the 
10% last surpassed in 1980-81. The 
Delhi restructuring, they say, is also 
part of the process of reassuring the 
market that CSR is well under con- 


trol. oO 


Due to the high-wage policy begun in 
1979, Singapore's wages had caught up 
with those in Hongkong. Taiwan and 
South Korea by 1981, but they were al- 
lowed to rise still further because Singa- 

re thought it would boost productiv- 
ity and weed out the low-technology 
sectors. Since 1980, total labour costs 
including the Central Provident Fund 
and the Skills Development Fund 
have risen in US dollar terms by 
40% against 10% in Taiwan and margi- 
nal rises in Hongkong and South Korea. 
As a result most unions have agreed to 
forgo wage rises this year, but analysts 
maintain it would take at least a three- 
year wage freeze for Singapore to be- 
come competitive again. Labour costs 
are particularly crucial to smaller local 
firms where these account for about 
22% of all costs, while for the multina- 
tionals these amount to about 14%, ac- 
cording to Lee. 

Lee added that a major pruning of 
the shipyard and petroleum sectors was 
inevitable. “They have taken about 
three years to reach an agreement in 
principle between all major shipyards to 
reduce capacity by one-third. More 
time should not be wasted — the agree- 
ment should be implemented quickly." 
Oil refineries, already operating at 
about half capacity, have acted swiftly 
to reduce excess capacity. While most of 
the jobs to be lost in shipyards and re- 
fineries would be those of foreign work- 
ers, it is doubtful whether the Singapo- 
rens affected could find alternative 
places elsewhere. ü 
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Little cheer in wine 


Tariffs hide imports of ‘Japanese’ farm products 


By Bruce Roscoe in Tokyo 


apan is not renowned for the grape 

wines it produces, yet Japanese 
winemakers manage to supply 75% of 
the nation’s demand. They are helped 
by a tariff structure geared to letting in 
huge volumes of cheap bulk wine and 
grape must from abroad, which Japan- 
ese makers — or “fillers,” a derogatory 
term foreign observers use to indicate 
the extent of a Japanese wine-pro- 
ducer’s capabilities — bottle for added- 
value sale under their own, often 
French-sounding labels. High tariffs 
and discriminatory business practices 
ensure that this “Japanese” wine easily 
beats foreign competition. 

Although small in terms of current 
value, Japan's wine trade offers a per- 
fect example of Japanese protectionism 
at its worst and most absurd. For one 
thing. Japanese grapes cost from 500- 
900% more to produce than either 
European or Californian grapes. None 
of Japan's spate of “market-opening” 
steps has adequately addressed the 
problem, which lies as much in tariff 
gcaring as it does in domestic business 
structure. The EEC is preparing a case 
against Japan on wine in an attempt to 
have the barriers dismantled. The 
stakes are high, for wine has been iden- 
tified by Japanese industry analysts as 
the next big growth area in Japan's li- 

uor market. By the mid-1990s, na- 
tional consumption is forecast to hit 300 
million litres, compared with about 80 
million litres in 1984. 

Nearly all this growth is expected to 
occur in the take-home market, now 
under the firm control of the fillers. 

Of course, without the complicity of 
mainly East European and South Ame- 
rican bulk-wine suppliers, European, 
American and Australian wine produc- 
ers would not have been as disadvan- 
taged in the Japanese market as they 
are. On the other hand, if Japan applied 
its wine tariffs evenly against the bulk 
and bottled product, Japanese and 
foreign producers would be able to com- 
pete on a fairer footing. This Japan is 
not prepared to allow. 

Even with the tariff cuts promised in 
Japan's latest market-opening deal, the 
import duty on bottled wines will re- 
main at a minimum 500% more than the 
preferential rate for bulk wines, 600% 
more than the US' and the EEC's im- 

rt duty. Considering that the tariff on 
bulk US and EEC wine was reduced by 
50% against a cut of about 20% for 
medium-priced bottled imports, the re- 
sulting tariff structure even more effec- 
tively shields domestic producers from 
foreign competition. A liquor-tax in- 
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crease — announced at the same time as 
the tariff cut — guarantees that the price 
structure for imported bottled wine will 
not change. In the guise of market- 
opening, Japan has merely fine-tuned a 
system that encourages the import of a 
raw material in the interests of its own 
finished product. 

Since so few grapes are grown in 
Japan, wine is not an industry of 
strategic political significance (most of 
the domestic grapes used in wine are 
table-grape rejects). Wine cannot com- 
pare, for example, with Japan's heavily 
subsidised dairy or beef industries. In- 
stead of protecting producers, the ob- 
ject of protection becomes a select 
number of Japanese liquor companies 
that profit handsomely by importing 
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Wine store: example of protectionism. 


bulk wine for local bottling. While 
Japan has as many as 300 licensed 
wineries, the top three producers in 
terms of volume Mercian (25%), 
Suntory (20%) and Manns (20%) — 
control the industry. The 10 biggest pro- 
ducers’ share is 90%. These companies 
tend also to control the liquor-distribu- 
tion channels. What worries foreign ex- 
porters is the almost inevitable prospect 
of the “big three” continuing to advance 
their own labels with the aid of prefe- 
rentially treated bulk imports, making it 
harder for bottled imports to expand 
their market share. 

The concern is justified. Japanese 
wine companies are seeking to increase 
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their bottled output by importing more 
bulk wine, and diversify their sources of 
T for long-term security. Evidence 
of this has surfaced most strongly in re- 
newed interest in Chinese bulk wine. 
Imports from China peaked at 16,035 
litres in 1977, then sharply fell off. None 
was imported in 1981 and 1982, but in 
1983 Japanese wine companies resumed 
the trade, buying 18,743 litres in that 
year. Last year the figure rocketed to 
106,668 litres. 


M? Japanese consumers appear 
not to be aware — they are certainly 
not told — that the “Japanese” wine they 
enjoy contains a high percentage of di- 
luted grape must and bulk wine from a 
number of foreign sources, and almost 
no pure Japanese wine. Legally, the 
wine is a product of Japan if the content 
is 5% Japanese. Typically, the manufac- 
turer's identity appears on lables in the 
fine print, while in bold, graceful script 
are terms such as "Chateau . . . ," “Mis 
en bouteilles dans nos caves.” 

An equally discriminatory tariff — 
and domestic business structure 
applies to cheese, also 
exempted from the July 
tariff concessions. A 
tariff of 35% is levied on 
imports of both natural 
and processed cheese. 
But natural cheese is 
duty-free if imported as a 
raw material for blending 
with Japanese cheese. By 
cabinet order, the re- 

uired ratio is one part 
daihentic cheese to two 
parts foreign. Nearly 
half, or about 30,200 ton- 
nes, of the natural cheese 
Japan imported in 1984 
was retailed as Japanese 
processed cheese under 
the labels of major pro- 
cessors such as Snow 
Brand and Morinaga. In 
contrast, foreigners sold 
only 73 tonnes of their 
own value-added process- 
ed cheese. 

Foreign bulk-cheese 
suppliers — principally 
New Zealand and Aus- 
tralia — have got themselves into a bind. 
By consenting to supply under these reg- 
ulations, they have been able to off-load 
huge volumes of cheese into Japan. But 
because their Japanese buyers are pro- 
cessors who manufacture under their 
own labels, any attempt to market a pro- 
cessed cheese of their own is seen as a 
slap in the customer's face — and com- 
petition. Although in the case of cheese, 
there is a domestic producer to protect, a 
powerful political lobby also is manifest 
in the cheese-processing majors. About 
52 Japanese companies process and re- 
tail cheese, but just dec — Snow 
Brand, Meiji and Rokko Butter — claim 
80% of all sales. o 
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Match your market 


Wide-body Airbus gives you maximum 
seating versatility with 6, 7, 8 or 9 abreast 
configurations. Matching your needs exactly, 
increasing revenue in every market and giving 
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In the rough, tough world of today, reaping 
the benefits that come with successful growth 
is not always easy for an international 
| business. Invariably, it will need the assistance 
— | ofa bank with carefully cultivated trade- 
l | | financing skills. 
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And with over 1,000 offices in 55 
countries we're set up to react instantly to the 
changing patterns of world trade. 


If you're an international businessman, 
talk to us today. Wherever you are, we've 
plenty of experts on the ground. 






EE Hongkongbank 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
Wardley London Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
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Shift in trade winds 


The South Seas' merchants change their stripes 


By Hamish McDonald in Port Moresby 
onths-long voyages through far- 
flung island chains; the fury of the 

tropical storms and the beauty of the 

coral atolls; bargaining over copra car- 
goes in remote ports. Such was the 
world of the island traders, whose ships 
were once the South Pacific's only out- 
side links and whose stores were every- 
thing to everybody. Now the traders are 
multinational conglomerates, selling 
cars, running hotels, making soap. 

Their small-town store operations have 

mostly passed into local hands, and they 

are more likely to be fighting takeover 
offers than typhoons. 

Ten years after Papua New Guinea’s 
independence, three big Australian- 
founded island trading companies have 
retained a dominant share of the coun- 
try's commercial life but are shifting to 
specialised operations as local entre- 
preneurs move into the lower end of 
markets. 

The three — Burns Philp and Co., 
W. R. Carpenter Holdings and Steam- 
ships Trading Co. — grew up under 
Australian and British rule in the South- 
west Pacific. Taim bilong masta — the 
Pidgin term for the colonial era — 
ended in Papua New Guinea in 1975 and 
in the neighbouring Melanesian nations 
of the Solomon Islands and Vanuatu 
during the following five years. 

But the winds of change had been 
blowing some years before that, and 
both the Australian-based firms, Burns 
Philp and Carpenters, had already 
begun building up operations at home. 
Steamships, which is incorporated in 
Port Moresby, simply had to take on 
more local crew and ride things out — 
but it is now starting to look abroad. 

The voyage since independence has 
been choppy. Prices for the tropical 
commodities they produce and handle 
have fluctuated wildly, and sank low in 
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the early 1980s. Moves to return plant- 
ations to local communities in the earlv 
post-independence years halted re-in- 
vestment — which is now being felt in 
declining output from aged or diseased 
trees. Dealerships and merchandising 
arms have operated in the setting of a 
slow-growing economy (REVIEW, 6 
June). 

Poor returns, tradition-bound man- 
agement and a vast array of under- 
utilised assets have made the island 
traders tempting targets for corporate 
raiders. Carpenters, lout in 1914 by 
an ambitious sea captain from Burns 
Philp, succumbed after net profit drop- 
ped 80% to only A$2 million (some 
US$1.8 million at then-current rates) on 
turnover of A$426.5 million in 1982-83. 
A A$117 million buy-out made it the 
wholly owned subsidiary of the unlisted 
Griffin group of the reclusive Perth 
businessman Ric Stowe in October 
1983. 


urns Philp was likewise vulnerable. 

Its profits in the same year dwindled 
to A$5.3 million on group turnover of 
A$1.19 billion. Its photographic-equip- 
ment subsidiary  Hanimex Corp., 
bought for A$27 million, had turned 
into a major drain on profit, while the 
Papua New Guinea subsidiary lost the 
parent A$4.4 million. 

That situation began to turn around 
in the year to June 1984 when Burns 
Philp made nearly A$21 million profit 
on slightly reduced turnover of A$1.17 
billion — the result of some divestment 
in Australia. A new chief executive, 
Scotsman Andrew Turnbull, was ap- 
pointed in mid-1984 to carry out a 
thorough shake-up. The improvement 
continued, with profit up 30% in the 
first half of the 1984-85 year at A$13.7 
million, and the Papua New Guinea 
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subsidiary restored to “marginal pro- 
fitability." 

The Burns family still retains its large 
minority shareholding in 102-year-old 
Burns Philp and Co., and provides the 
present chairman, James Burns, a 
grandson of one of the founding 
partners. A cross shareholding with 
subsidiary OBE Insurances provides 
some defence against hostile takeover, 
though the share register remains quite 
open. New Zealand corporate raider 
Ron Brierley's Industrial Equity earlier 
this year built up a 3% position but 
began selling in April. 

On closer inspection, possibly, 
Burns Philp was seen to be tackling its 
more tractable problems and reaping 
the benefits, after managing director 
Turnbull set new chiefs to work in the 
troubled Papua New Guinea and 
Hanimex subsidiaries. Nor is it easy to 
sell off assets in the Pacific: buyers with 
both the money and the nationalist cre- 
dentials are few. 

Far from being outcasts of the is- 
lands, the traders are locked in as much 
by this absence of local capital and 
trained personnel as by their own sense 
of history. Combined local turnover of 
the three companies still corresponded 
to about 22% of Papua New Guinea’s 
gross domestic product in 1983 (the last 
year before Carpenters stopped pub- 
lishing results), a position not greatl 
changed from a decade earlier. This will 
probably start to drop in coming years 
as the big Ok Tedi gold-and-copper 
mine builds up production, 

[his role is accepted by the Papua 
New Guinea Government in its tolerant 
code on foreign equity, despite occa- 
sional backbench mutterings. Sectors 
reserved for national investors concen- 
trate on the lower end of the service sec- 
tor: chiefly the “trade stores" that sell 
basic food and household items, land 
transport, second-hand car sales, beer 
taverns and amusement parlours, shoe 
repairs and second-hand clothing, and 
handicraft trading. 

The island traders themselves have 
found it prudent to take in local equity, 
however. Burns Philp gathered its non- 
plantation interests under a local sub- 
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sidiary, Burns Philp (PNG), in which 
local investors (chiefly the state-run In- 
vestment Corp. of Papua New Guinea, 
or ICPNG) have 32% equity. The plant- 
ation. activities, which now report to 
head office in Sydney from Rabaul, are 
soon to be transferred to the local sub- 
sidiary. 

Steamships, founded by a Mel- 
bourne syndicate in 1919, has under- 

one several shifts in ownership, with 

ongkong's Swire group now the 
largest interest with 22.61% and nearly 
4795 held by numerous Australian in- 
stitutions. Local equity is 30.71% , with 
12.7% held by ICPNG and the rest by 
various pension funds, institutions and 
company staff. 

Carpenters has gone for a low pro- 
file, keeping the corporate link between 
its various operating subsidiaries out of 
sight. Its holding company has no local 
equity, though Papua New Guineans do 





Kina 150 million 
(US$153.1 million) 
+11.9% 












A$1.17 billion 
(US$841.7 million) 
-1.4*6 


Kina 130.5 million 
(US$133.2 million) 

















A$S426.5 million 
(US$306.8 million) 
7% 


have shareholdings in some of the sub- 
sidiaries, and since disappearing into 
the Stowe empire, it gives out no finan- 
cial results at all. 


i n the past, the traders were often criti- 
cised for high profit margins they 
charged their captive markets: W. R. 
Carpenters’ initials were said to stand 
for “Would Rob Christ” and Burns 
Philp's for “Bloody Pirates.” 

These days the three groups are in a 
more competitive environment, as con- 
glomerates covering a broad mix of 
businesses: car and machinery dealer- 
ships, supermarkets, plantations, bever- 
ages, shipping, stevedoring, travel, car 
rentals, and some food processing. 
Apart from the reservation of certain 
sectors for nationals, constraints on 
their operations are uncertainty over 
land tenure, shortages of trained per- 
sonnel, the poor law-and-order position 
in Port Moresby and Lae and high 
urban wages. 

Doubts over security of land ttle 
virtually halted replanting as a result of 
a “plantation redistribution scheme” 
enacted under internal self-government 
in 1974. The traders’ funds were di- 
verted to buying into new businesses in 
Australia and elsewhere. The long-es- 
tablished island traders were particu- 
larly vulnerable to claims. Much of their 
extensive plantation area had come 
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quite cheaply as part of the booty of- 


World War I, when Australian forces 
occupied the German colony in the 
northern half of the country. W. R. Car- 
penter was particularly successful in his 
tenders for expropriated estates and his 
company retains about 16,000 ha of 
usable land. 

Modern estate developments, such 
as the Harrisons and Crosfield palm-oil 
plantation in West New Britain com- 
menced in 1967, bear little of this colo- 
nial burden. With 50% equity held by 
the Papua New Guinea Government, 
the three such estates operate as "nu- 
cleus" developments to support small- 
holders in surrounding areas. 

The redistribution scheme was sus- 
pended in 1980 after its disastrous ef- 
fects on re-investment became apparent 
and confidence is returning. "On the 
areas where we feel we have secure te- 
nure, we have gone ahead," said Car- 
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| vided the conditions for a fluid market 
in land during the immediate post- 


independence shake-out of ownership. 
Smallholders now produce three to four 
times the output of the estate sector. 

Burns Philp still has a long way to go 
in divesting surplus land in towns as 
well. “I am amazed at the number of 
times when we're going around some- 
where like Port Moresby that people say 
to me: that land belongs to us," said 
Turnbull. 


T company's strategy in Papua New 
Guinea and other Pacific countries 
such as Fiji and Vanuatu is to amass 
cash and re-invest in local ventures 
which are "performers" even if this 
meant under-selling, Turnbull said. 
"The problem is that property is not 
easily saleable in the Pacific." One solu- 
tion the company promotes is to form 
property trusts which would yield 
Burns Philp some cash 
from local investors. 
Another is to try to find 
a new use for the land, 
such as vegetable grow- 
ing for local and region- 
al markets. 
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penters' Papua New Guinea managing 
director Patrick White. Burns Philp is 
also trying to make up for a decade of 
neglect, but “the trouble is, you can't 
make bushes grow quickly," said group 
chief executive Turnbull. 

Fast-growing hybrid plants can help 
that problem, though the returns are 
still five years after the investment. But 
the traders are still consolidating their 
plantations where they can. Burns Philp 
has sold four of its more outlying estates 
in recent months. Steamships has been 
steadily divesting its coastal estates, 
either by selling to local groups or — in 
the case of two Papuan Gulf holdings 
— by giving them away, and now has 
only one coastal plantation on its 
books. 

All three of the traders have hung on 
to their highlands coffee estates. High 
prices for Papua New Guinea’s arabica 
and credit for local smallholders pro- 
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The traders have also narrowed their 
commercial operations. Burns Philp has 
moved out of hotels, cinemas, and soft- 
drink manufacture in Papua New 
Guinea and concentrated on more spe- 
cialised areas such as car dealerships (it 
claims 40% of new car sales in Papua 
New Guinea), machinery and office 
equipment, and shipping which corres- 
pond to operations in Australia. 

Shipping (and its associated agency 
and stevedoring activities) has been 
profitable for the traders, but is not 
without its pitfalls. Burns Philp no 
longer operates the splendid passenger 
liners which once plied between Austra- 
lia, Southeast Asia and the Pacific. In- 
stead it has a small number of coastal 
and inter-island ships in Papua New 
Guinea and Vanuatu. An attempt to 
link seven island nations from Papua 
New Guinea to Tonga was pronounced 
a failure with the closure of its South- 
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ported loss of A$1 million. 


Steamships has been buoyed in re- 
cent years by its contract to ship machin- 
ery and supplies into the Ok Tedi pro- 
ject, moving some 190,000 tonnes 
across the Papua Gulf and up the Fly 


River in 1983-84, This work is now tail- | 


ing off with completion of the mine's 
first stage. Earnings are also held back 
by freight-rate controls, and the com- 
pany is worried by the "arbitrary" grant- 
ing of new licences to rivals. 

Burns Philp and Steamships are both 
consolidating their merchandising arms 
into major population centres, partly as 
a result of encroachment by nationally 
owned trade stores operating at lower 
costs. Burns Philp is also developing 


specialty retail outlets corresponding to | 


major activities in. Australia, such as 
hardware. l 
The supermarkets have been the 


main profit drag on Burns Philp's entire f: 


Papua New Guinea subsidiary.: The 
blame has been laid upon overly cen- 
tralised and remote management, com- 
bined with a rapid move into computeri- 


sation. A new managing director, David | 
McLellan, was appointed last year to | 


push responsibility back. to regional 
managers and group chief executive 
Turnbull is confident the Papua New 
Guinea unit will break even in the latest 
year. 


teamships remains the most widely 
diversified of the three in Papua New 
Guinea, being involved in activities in- 
cluding hotels, soap and beverage 
manufacture, ship repair and steel fabri- 
cation, But growth appears to have 
slowed: in the latest annual report direc- 
tors said the company “contrary to past 
philosophy will not restrict investment 
solely within Papua New Guinea.” 
While diversification has reduced to 
about 25% the contribution of Papua 


New Guinea and the Pacific to Burns F 
Philp revenue, it scems unthinkable for | 


the company to consider leaving the 


fragmented and politically sensitive o 


Pacific market altogether. Nor do host 


governments seem to think it is time for | 


it to go. Only in Vanuatu is the com- 
pany still being hit with g government de- 


mands to hand over operations to locals | 
(the latest being a decision. to | 


nationalise, by so far unspecified. pro- 
cesses, the travel business). 

Both Steamships (through its Swire 
group affiliation) and Burns Philp 
(through trading and manufacturing 


ventures in Asia and North America) 


could provide channels for countries 
like Papua New Guinea to find new 


markets, a role Burns Philp's Turnbull P 
acknowledges. "In the early days the i- 


only way to take payment was to take 


the copra and other local products over- - 


seas and market them.” he said. “That 
has not changed for Burns Philp. We 
still have a strong trading link." fi 
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| cheap source of funds pro quo 

for lax enforcement of tax collections on 
personal deposit income. Indeed, due 
to their informal tax-free status, Japan 
has twice as many postal-savings ac- 
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sts expect an earthquake to level 


ther Japanese cities. In order to fi- 
ance national. reconstruction, Japan 
vill slow its exports of capital and prob- 
bly repatriate billions of dollars cur- 
ently invested in the US bond market. 
As more of Japan's savings are rede- 
loyed within the home economy, the 
en will rise sharply, Japan's large cur- 
ent-account surplus will shrink and 
rade frictions with other industrial na- 
ions will abate. 

. With the US economy slowing under 
e. pressure of import penetration and 
otectionism on the rise everywhere, 
major question in both the world po- 
outlook and Japan's external rela- 
ons has become: what are the econo- 
alternatives to the earthquake? 
w can Japan's fiscally conservative 
licymakers be persuaded to utilise 
re of their country's large savings 
|, stimulating Japanese consump- 
and investment, without a geologi- 
Ishock or a trade war? | 

“The Japanese Government is prom- 
ng to increase imports in order to re- 
e trade tensions, but rising imports 
‘not correct the fundamental macro- 
nomic f responsible for 
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much or imports too little; it is that 

nese domestic consumption has 
gged far behind the rapid growth of 
country's income and output. Japan 




























Of it was concentrated in exports. 
Domestic demand grew at only a third 
the rate of the three previous expan- 
sions while exports increased twice as 
rapidly, As a result, Japan will run up a 
current-account surplus of US$40-50 
billion or nearly 3% of GNP this year. 

~~ Such a mercantilist growth strategy is 
not unique to Japan. Economic policy in 
most other countries is passive today. 
- But Japan is no longer a small country 
comparable to the Netherlands or 
Singapore. Japan has become the indus- 
trial world's second-largest economy 
nd enjovs the financial resources 
necessary to play a growth-locomotive 


could do more to boost world growth, it 
now has only 55% of Japan's potential 
spending power. : | 
large external surplus? The answers are 









t some unpredictable hour before. 
A the end of the 20th century, geo- 


arge sections of suburban Tokyo and , 


an’s large external surplus. The | 
lem with Japan is not that it exports | 


oyed healthy gross national product - 
wth during 1983 and 1984, but much 


~ Why is Japan so reluctant to expand 
domestic spending when it has such a | 


partly ideological and partly structural. 
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role. Although West Germany also | 






wa DEBTOR AND CREDITOR 
5 {net assets of US and Japanese 
residents held abroad) 


The Ministry of Finance (MoF) believes 
that the government deficit is already 
too large. While it is true that Japan’s 
public debt has grown from 20% of 
GNP 10 years ago to 66% recently, this 
increase merely compensated for a 
sharp slowdown in private borrowing 
after the 1973 oil shock. The total 
growth of Japanese private and public 


borrowing has not exceeded domestic 


savings, as it has in the US in recent 
In other countries, a tight fiscal po- 
licy might be offset by easier monetary 


stitutional rigidities in the sectors of the 
Japanese economy which should re- 
spond to lower interest rates. 

Japan's tax system and financial reg- 
ulations are designed to encourage sav- 
ings and inhibit consumption. Whereas 
the US has a low personal-savings rate 
and a high cost of capital offset by large 
tax allowances for borrowing, consump- 
tion and investment, Japan has high 
marginal tax rates on new investment 
and low effective tax rates on sav- 
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policy, but there are great fiscal and in- 






. counts as people. — 

| Finally, Japan has bottle- 

. necks in its land taxation, zoning 
and construction policies which 
constrain the supply of living 
space and retard the country's 
ability to increase consumption 
even when household credit is 
available. 

Japan's tax system and finan- 
cial regulations were originally 
designed to depress the cost of 
capital by guaranteeing the cor- 
porate and public sectors a large 
supply of cheap household sav- 
ings; today they practically in- 
sure that a large share of Japan- 
ese savings will be exported un- 
less fiscal policy is highly expan- 
sionary or investment is boom- 
ing. Partly by design and partly 
by accident, Japan has evolved 

. from a forced savings, high-in- 
vestment, high-growth economy, 
into a forced savings, repressed 

' consumption low-growth econ- 
omy dependent upon exports to 
escape from stagnation. —— 

Like Opec in the 1970s, 

wtem Japan is awash with excess liquid- 

ity, but unlike Opec, this liquidity 
does not reflect the uncertain for- 
tunes of a commodity cartel that is a by- 


product of the country’s basic econo- - 


mic structure and its interaction with 
more liberal economic systems else- 
where. m | 


ronically, US policy has reinforced 
W these tendencies in two ways. First, the 
US Treasury helped to coerce Japan 
into liberalising restrictions on capital 
outflows last year to speed up the yen's 
evolution as a reserve currency. In the 
absence of capital outflows, Japan's 
large trade surplus probably would have 
produced a sharp appreciation of the 
yen, which might have boosted con- 
sumer demand by lowering import 
prices. But since Japan deregulated its 
international financial system without 
first liberalising its domestic-lending in- 
stitutions, capital simply flowed out, 
preventing either an interest-rate de- 
cline or currency appreciation. _ 
Secondly, by running a high-deficit 
fiscal policy, the administration of Pre- 
sident has inadvertently shifted the 
whole focal point of US international 
economic policy from such commercial 
criteria as protecting trade competitive- 
ness to such financial criteria as selling 
more public debt to foreigners. Despite 
the crippling effects of the trade deficit 


on US manufacturing, the US Treasury 
actually encouraged the US dollar's ap- : 

































economic circumstances in 
zerland imposed negative 
foreign-owned bank deposit 
slow the appreciation of its 


protect Swiss manufacturing. . 
















zone, one could argue that traditional 
concerns. about trade deficits and 
budget imbalances are now irrelevant, 
Indeed, historians may some day write 


that the US enjoyed a low inflation 





€ The US and Japan are at 
historical crossroads. Each is 
taking advantage of the — 
- other's policy contradictions 








creer 







boom after 1982 because Reagan be- 
lieved his supply siders’ arguments 
. about the miracles of tax cuts and deficit 


finance (despite the low US savings 


rate) while econometricians at the MoF 


respectfully heeded all of Martin Felds- 
tein's warnings about the dangers of 


crowding out despite Japan's large capi- 
tal exports. E uw rp 
But as symbiotic as the US’ fiscal. 


hedonism and Japan's macro-economic 
thrift may seem, it cannot provide a sus- 
tainable basis for prosperity in the long- 
term. First, the current policy. mix re- 


quires Washington to keep running. 
large budget deficits in order to offset 


Japan's fiscal drag on the world econ- 
omy. | | 
is increasing congressional pressure for 
protectionist trade policies at a time 
when the debt-ridden developing coun- 
tries, not just Japan, are dependent 
upon US import demand for growth. 
Thirdly, it is questionable whether the 
interaction of such highly divergent fis- 
cal strategies within a floating ex- 
change-rate system will encourage the 
optimal resource allocation based on 
comparative advantage which is sup- 
posed to result from free movement of 
goods and capital, 
























rto | reduce external savings imbalane 





< Given the Pacific basin's evolution | - 
into both a giant dollar financial area 
and greater Japanese co-consumption 






Secondly, the overvalued US dollar | 


n of fiscal po 


d financial regul 




















as started nudging Japan to- 
cha | : 





domestic financial system, but there are 


“many other aspects of the relationship 


which also need to be addressed. What 
is a credible domestic-growth target for 
Japanese economic policy if the US ex- 


pansion continues to stall? How will the: |] 


US finance. future budget deficits. if 


Japan does significantly change its fiscal | 
policy? What kind of exchange-rate 
guarantees will Japanese investors ex- 
|| pect fromthe US Government once its 

. external. debt approaches 20-3076- of. | 


ll | the opening of a 


p roniradicious | | GNP in the 1990s? | 
to avoid making internal | | As the tin: ning | 
^* «^L ] Western security now constitute an ef- | 


fective Pax Jap-Americana, these ques- 


| tions also have implications beyond 


economic policy. In 1967, the US 
threatened to reduce its troop levels in 
West Germany if the Bundesbank 
joined the Frénch in swapping dollars 
for gold. What will happen to American 
public spa for defence spending if 
heavy dollar selling by the Japanese 
causes a large rise in US interest rates? 
Will Tokyo.use its government-control- 
led savings institutions to support the 
US bond market? Will the US return to 
the neo-isolationism which accom- 
panied the dollar crises of the 1970s? 
In the Bretton Woods era, govern- 
ments forced themselves to correct ex- 
ternal policy imbalances by targeting 


exchange rates. They switched to float- 
ing rates in the 1970s because it seemed | 
easier to let exchange rates adjust to 


domestic economic priorities than to ad- 


just economic policy to exchange-rate - 


targets. 

As the growing pressure for trade 
protection illustrates, though, floating 
exchange rates have not resolved the in- 
ternational financial system's basic po- 
licy contradictions; they have simply 
shifted the burden of adjustment onto 
inflation in some countries and trada- 
ble-goods industries in others. If the 
current US-Japanese discussions about 
financial harmonisation are carried to 
their logical conclusion, the late 1980s 


| should be a period in which the world 


returns to more commercially realistic 


exchange rates, not through interven- J| 
ition but through more systematic man--| | 
agement of the economic. variables - 
| which actually determine capital flows 
among nations. - ost de 
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1985 Interim Res 


The Board of Directors announces that the unaudited Group net profit for the six months ended 30th 
June, 1985, after taxation and minority interests, amounted to HKS73 050,544, an increase of 8.4% over 
the profit for the corresponding period of 1984. 








The Directors have declared an interim dividend of 30 cents per share (1984 30 cents per share). Dividend . | 
warrants will be despatched on 19th September, 1985 to persons who on 12th September, 1985 are — 
~~ registered shareholders of the Company. The transfer books of the Company will be closed from 30th. 
— August, 1985 to 12th September, 1985, both days inclusive, | 


P Peninsula Group hotels in Hong Kong have performed — during the first halfiof 1985, although the 
. outlook for the summer months is for lower revenue. Preliminary bookings for the new Tomon Hotel, 
due to open in early 1986, are encouraging. 


B In the People's Republic of China, the Jianguo Hotel in Beijing had an excellent first half year and the 
Garden Hotel in Guangzhou, which will shortly be fully operational, has got off to a successful start. 
Excess room capacity in Singapore has adversely affected profitability at the Marco Polo Hotel and 
continuing economic and political instability in the Philippines has resulted in a low level of profitability 
at the Manila Peninsula Hotel. The Company's financial interest in the Bangkok Peninsula Hotel has been 
disposed of on acceptable terms and the management agreement terminated. 





E The Properties Division recorded improved results due to the continued strengthening of domestic and 
commercial rentals. The new factory building at Kowloon Bay has been completed and the Company's 
Lucullus Food operation has transferred its production and storage facilities to the new building. Work 
will commence shortly at Repulse Bay on the construction of the residential and commercial complex 

with full completion planned for 1987. 


E No material change in current conditions is anticipated for the remainder of the year and your Directors 
expect, in the absence of unforeseen or extraordinary circumstances, that the profits for the year as a 
whole will show a similar percentage increase to that for the first half of the year. 


Hong Kong, 8th August, 1985 





THE HONGKONG AND SHANGHAI HOTELS, LTD. 
: : Incorporating the Peninsula Group 
: lu 5 i Hotel Ownership and Management, Catering, Real Estate 


11TH FLOOR, ST GEORGE'S BUILDING, HONG KONG. 





MISC containership at Port Kelang; Nasruddin: market invasion. 


SHIPPING 


Whose concession? 


Concern grows over foreign ship operators in Malaysia 


By Nick Seaward in Kuala Lumpur 

fter two years of loss-making opera- 

tions, Malaysia's national flag car- 
rier, Malaysian International Shipping 
Corp. (MISC) has become profitable 
again, only to find its traditional mar- 
kets invaded by a new breed of Malay- 
sian-foreign joint ventures. Ironically, 
these new shipping companies have 
been set up to take advantage of the 
same tax breaks and cargo-preference 
schemes devised by the government to 
help MISC. 

Despite public criticism of the joint- 
venture trend in Kuala Lumpur re- 
cently, foreign shipping interests have 
pressed ahead with the establishment of 
new Malaysian-registered shipping 
companies which, among other bene- 
fits, accord their owners a 25-year in- 
come-tax holiday, immunity from union 
boycotts of flags-of-convenience and ac- 
cess to the important cabotage trade be- 
tween Peninsular and East Malaysia. 

Only last month, for instance, Bri- 
tain's Ben Line Containers announced 
that its 30%-owned associate Bendara 
Holdings was looking to buy two 10- 
12,000 dwt multi-purpose bulk carriers 
with which to start shipping operations. 
Over the past year, a general cargo/ 
semi-container service has been estab- 
lished on the important Straits-Japan 
route by Pomex Maya, a 65:35 joint 
venture between the Johor-based 
Pomex Venture and Japan’s Maya En- 
terprise Co. Recently, Jabsac Shipping 
Corp. has started competing on the 
same route — a joint venture between 
Japan’s Sumitomo Corp. and Sabah 
timber tycoon, Tan Sri Wee Boon Ping, 
with Tan Sri Datuk Nasruddin bin 
Mohammed as chairman. 
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Although these joint-venture ship- 
ping companies have to be in com- 
pliance with the tough new provisions of 
Malaysia's Merchant Shipping Act and 
the Domestic Shipping Licensing 
Board, industry leaders have criticised 
what they perceive as the lack of 
genuine Malaysian ownership or man- 
agement in the newcomers. David 
Chua, general manager of shipping and 
logistics at Malaysia Overseas Invest- 
ment Corp. told a seminar in May that 
despite meeting the criteria laid down 
by the government for Malaysian-regis- 
tered shipping, many of these com- 
panies are controlled entirely from 
overseas. "This malpractice is serious 
and the government should take steps to 
discourage it," Chua said. 

On paper, the criteria used to deter- 
mine the eligibility of a shipping com- 
pany for domestic registration are quite 
strict by world standards and the Singa- 
tees manager of Jabsac, Ishii 

asao, described them as “very tough.” 
Operations must be conducted out of 
Malaysia, the majority of directors must 
be Malaysian, as must the voting rights 
and 70% of the crew have to be Malay- 
sians. However, the transport minister 
is empowered to alter these conditions 
and he frequently does so in the case of 
the crewing requirement because of the 
lack of trained Malaysian seamen. 

It is difficult for the established 
Malaysian lines such as MISC to argue 
against the admission of new companies 
such as Jabsac, either on nationalistic or 
economic grounds. MISC itself has 
Hongkong shipping tycoon Frank Chao 
as one of its deputy chairmen and the re- 
duction of the country’s services deficit 





is a major objective of the government. 
of Prime Minister Datuk Seri Mahathir — 
Mohamad. So it now looks as if MISC © 
will have to face up to increased domes- 
tic competition on two important liner — 
routes. Asa result, it is likely to become _ 
even more dependent for profits on its — 
lucrative 20-year contract for the car- : 
riage of 6 million tons of liquefied natu- — 
ral gas a year from Bintulu to Japan. — 1 
The other deputy chairman of | 
MISC, Tunku Ngah Mohamed, con- | 
ceded to the REVIEW that newcomers. 
may have been able to get a foothold in 
the highly competitive industry because — 
MISC was too preoccupied with the ap- 
pearance, since 1982, of Malaysia'ssec- - 
ond national line, Perbadanan Nasional _ 
Shipping Line (PNSL), a subsidiary of : 
the state investment fund, Perbadanan | 
Nasional Bhd (Pernas). “It’s like having — 
two watchdogs in the same house," | 
Ngah said. “Sometimes they just quar- - 
rel and let the robbers pass." vi 









he two contenders have now come — 

to some sort of modus vivendi, shar-« 
ing the carriage of government-control- — 
led project cargo in a cooperative agree- 
ment with the freight forwarder | 
Kontena Nasional. However, the dam- 
age has been done: the newcomers are | 
in and worse still for MISC, PNSL has . 
penetrated the Peninsular-East Malay- — 
sia route with a roll-on, roll-off seven- — 
year timecharter to the Ministry of De- 
fence. PNSL has also built up a tidy little 
fleet of bulkers and tankers on the back — 
of long-term contracts of affreightment _ 
from Petronas (the national oil com- - 
pany) and Malaysia Mining Corp. | 

Even more disturbing to MISC 
(which traditionally has been the na- 
tional flag carrier in the international 
liner trades) is PNSL’s success in win- 
ning the contract to ship 50% of 
knocked-down kits for Malaysia's Pro- 
ton Saga car from Japan. PNSL has had 
to charter in suitable tonnage to per- 
form the contract and Jabsac's Masao 
told the REVIEW that his company was 
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currently negotiating to sub-contract 
some of the business using its fleet of 
eight 5-7,000 dwt semi-container ships. 
Half of these have been transferred to 
_ the Malaysian flag already and the re- 
- mainder are expected to be switched by 
my next year. 
NSL's general manager, Captain 
A. Sufian, said the worldwide depres- 
sion in the bulk trades had forced PNSL 
“to look at all prospects and pos- 
sibilities." Apparently, this includes 
deep-sea container services as well. for 
PNSL has made the most of a long-term 
relationship with Denmark's East Asia- 
tic Lines, inherited from Sime Darby, to 
form a 50:50 joint venture with the 
foreign line in early July. 
EAC-PNSL has chartered in two of 
East Asiatics large containerships, 
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Falstria and Meonia, and is now running 
a service to Australia's west coast on a 
two-week frequency in direct competi- 
tion with MISC, which pulled out of the 
multi-national Anro consortium on the 
same route in May. Even more galling 
to MISC must be PNSL’s purchase at 
the end of June of a 10% stake in EAC 
Transpacific Service which serves the 
US. Mounting losses had forced MISC 
out of this trade last year. 

With Denmark being a high-cost re- 
gistry, there is every incentive for East 
Asiatic to foster its relationship with 
PNSL but the activities of Hongkong's 
Prompt Shipping may well have made 
life difficult for the Danes if they are 
seeking a tax-free home in Southeast 
Asia. 

An ailing bulk carrier and liner 








operator when it was taken over in 1983, 
Prompt is now owned by Malaysia's 
Multi-Purpose Holdings (the invest- 
ment arm of the Malaysian Chinese As- 
sociation) and is busily acquiring ships 
for liner services from China to West 
Africa and Europe. Although run out of 
offices in Hongkong, Prompt has regis- 
tered four ships in. Malaysia through a 
Malaysian-based subsidiary of its par- 
ent. Any attempt by the ethnic Chinese- 
run company to register liners in Malay- 
sia for use on a European service is 
bound to run into strong opposition 
from MISC, which has a major invest- 
ment in that trade, Nevertheless, with 
only 14% of Malaysian liner cargo being 
carried in Malaysian-flag ships, Prompt 
could probably make out a strong case 
for itself. 
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Spending cuts' aftermath 


n its report on the year's first quarter, 
Malaysia's Bank Negara (the central 
bank) says gross domestic product 
growth slowed during the period to an 
annual rate of 4.5-5% — in contrast to 
the 6.7% prevailing at the end of De- 
cember and the 8.5% by the end of 
1984's third quarter. With an eye to re- 
cent banking jitters and deben stag- 
nant sentiment on the stock exchange, 
the bank added that "the satisfactory 
overall performance of the economy [in 
the first quarter] contrasted with the 
undue level of pervasive pessimism and 
- uncertainty in the private sector.” 
High-flying commodities topped the 
- list of export earners during the quarter. 
- Palm-oil prices still held at about 
—M$1,200 (US$487) a tonne at the begin- 
ning of the year and petroleum earnings 
rode on the back of the strengthening 
US dollar. Other commodities 
timber and tin especially — failed to lift 
their performance during the quarter. 
But the report — a respected analysis 
of economic currents — foreshadowed 
trends which have since become more 
apparent. These include the drop in 
private-sector demand and investment, 
and weakening commodity prices that 
now include palm oil as well: spot 
prices dropped below M$900 a tonne 
in July and were still at that level in 
mid-August. Spot oil prices, even for 
Malaysia's high-quality crude, have also 
sagged. 
ubber has slipped further into the 
doldrums since March, with prices now 
hovering around S$1.72 (77 US cents), 
barely holding, despite support efforts 
by the International Natural. Rubber 
Organisation buffer-stock manager. 
Rubber contributed M$3.67 billion to 
export earnings in 1984, and palm-oil 
was also a big earner: Primary Industry 
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Ministry data pegged its export con- 
tribution at close to M$6 billion. 

The indicators showed encouraging 
improvements in the poveri na ac- 


counts. Although the first quarter (also 
the first three months of the fiscal year) 
is normally a time of slower government 
spending, continuing austerity showed 
results. Total expenditure fell 30.8% 
(down to M$3.29 billion) over the previ- 
ous three months, with development 
spending in particular cut back. Re- 
venue climbed to give an operating 
miens of slightly more than M$2 bil- 
ion. 
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Government indebtedness had 
edged up slightly by end-March, to 
M$57.98 billion, with external 
debt declining marginally from 
M$20.7 billion to M$20.64 bil- 
lion. This is the first time 
in years that the amount of 
public-sector external debt has 
dropped; in 1983, it grew 
34.7% over 1982, though slow- 
ing to 16.7% last year. 

Sectoral performance was 
uneven. Reflecting the steady 
palm-oil prices last year, 
production rose by 26% over 
the period; by contrast, rub- 
ber tapping dropped nearly 17%. Petro- 
leum production grew only 6%, down 
from a sharp 17.4% spurt in the 
last quarter of 1984. The slack oil 
volume (in response to a government 
decision to show some solidarity with 
Opec price-supports) was offset by 
increases in petrol revenues announced 
in January. Tin volume reflectin 
the International Tin Council's 39.6% 
agreed cut-back last year — continued 
to drop. In manufacturing, all export- 
oriented industries recorded lower 
levels of production during the first 
quarter, and lay-offs have occurred 
in some industries, notably electro- 
nics. 

Most private economists contacted 
by the REVIEW said Malaysia will prob- 
ably have lower growth in 1985 than last 
year. Then, the large merchandise- 
trade surplus and cuts to both the cur- 
rent-account and federal deficits ar- 
rested a slowdown apparent in other 
areas, such as consumer spending and 
SEP investment. But now the multip- 
ier effects of cuts in public spending and 
a softening of export prices for all com- 
modities means overall growth could 
dip even below the annualised GDP fig- 
ure reported for the first quarter. 

— James Clad 
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We bring you Canada. 


smoothly with creative trade finance 


co 1arlzot intallica ; 
packages and market intelligence. 


The Royal Bank is Canada’s largest 
bank, with nearly 1,500 on-line 
branches across the country. We're also 
North Americas fifth largest bank, with 
over C$90 billion in assets. 


WE KNOW CANADA 
More businesses bank with us than 


with any other bank. That means we 
can provide the links so essential to 


The 1986 
World Exposition 


EXPO 


May 2- October 13, 1946 
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The official Bank to EXPO 86 


vour business 


SUCCESS 


opportunities, 


TRADE EXPERTISE 


Our trade experts in Asia and Canada 


connecting you 
with potential markets, putting you in 
touch with key business people, and 
alerting vou to current investment 


will help make both ends of your 


importing and exporting dea 
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CORRESPONDENT BANKING 


Our highly efficient correspondent 
banking network can give vou prompt 
availability in Canada, under advice 
daily via SWIFT or Telex. 

For a business bridge to Canada, 


| 


bank with Canada’s leading bank. 


253 THE ROYAL BANK OF CANADA 


Brown Boveri 

are welcome aboard 
Germany’s biggest 
cruise liner 

- the ms “Europa” - 
with turbochargers, 
over 300 motors, 

bow thruster drive, 
chiller plant and fittings. 


BBC Turbocharger Type VTR 454 

BBC are among the pioneers of turbo- 
charging and are world leaders in the 
manufacture of turbochargers. A large 
proportion of the ships on the seven seas 
is equipped with BBC exhaust-gas turbo- 
chargers. 

A worldwide after-sales service network 
with more than 60 depots in all corners of 
the earth ensures fast, reliable service. 


Maritime power 


The ms “Europa” is a float- 
ing luxury hotel. A cruise 
liner of 34 000 tons flying 
the flag of Hapag-Lloyd. A 
vessel designed to make 
dreams come true for up to 
600 passengers. 


The best dreams are 
untroubled. Quiet, relaxed 
and dependable service 
must extend beyond the 
efficient attentions of stew- 
ards and crew to every 
aspect of the ship's opera- 
tion. 


Brown Boveri are present 
on board to help ensure just 
that. 


BBC turbochargers, with 
their reputation for effi- 
ciency and reliability, boost 
the power produced by the 
two 14 500 hp main engines. 
And by the ship's five elec- 
tricity generator sets. 


A 1250 kW BBC drive 
powers the fixed-pitch bow 
thruster. While over 300 
BBC motors drive machin- 
ery of every description. 
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The entire refrigeration and 
cooling for the air condition- 
ing are provided by five 
1490 kW turbo-chillers from 
Brown Boveri-York Kälte-und 
Klimatechnik GmbH. 


And thousands of square 
metres of Resopal laminate 
panels, yet another BBC 
product, lend distinction to 
the “Europa’s” interior décor. 
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BBC perform a vital role in 
providing the world with 
facilities for generating, dis- 
tributing and utilizing elec- 
tricity. A role that includes 
the world's shipping and off- 
shore installations. In fact, 
wherever smooth, unruffled 
efficiency is welcome 
aboard. 


BBC 


BROWN BOVERI 


BBC Brown Boveri in South-East Asia, Australia and New Zealand 


Australia: Brown Boveri (Australia) Pty. Limited, P. O. Box 747, Marayong, N.S.W. 2148, Australia. Hong Kong: BBC Brown Boveri Ltd., 
G.P.O. Box 448, Hong Kong. Indonesia: P. T. Mega Eltra, Postbag 109, Jakarta, Indonesia. Malaysia: Brown Boveri (M) Sdn. Bhd., P. O. Box 
404, Jalan Sultan, Petaling Jaya, West Malaysia. New Zealand: Brown Boveri (New Zealand) Ltd., P. O. Box 12248, Wellington North, 
New Zealand. Philippines: BBC Brown Boveri (Fil) Corp., MCC P. O. Box 1732, Makati, Commercial Center, Philippines. Republic of 
Singapore: BBC Brown Boveri (S.E.A.) Pte. Ltd., P. O. Box 95, Pasir Panjang, Singapore 9111. Thailand: BBC Brown Boveri (Thailand) Ltd., 
P. O. Box 2087, Bangkok, Thailand. Other countries: BBC Brown, Boveri & Company, Ltd., Brown Boveri International Group, P. O. Box 58, 


CH-5401 Baden, Switzerland. 
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.. · plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


puce PN 


| Please enter my subscription for 
| 3 months 


6 months 


PR RESE IDENT HOTEL | 
Where personal service really counts. ! Please include the Yearbook stor 
| 


1 year 


USS21.95/HK$170. For airmail delivery, 
please add: USS6/HK$45 
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FLY THE LEADER. 





The Doeing 767-200 
has 1296 more cargo volume 
than the competition. 


When it comes to pallet and container passengers one of the most comfort- 
capacity, the Boeing 767-200 is at the head able rides in the sky. In one of the most 
of its class. It offers more space. More fuel-efficient a 
flexibility. And therefore, more revenues. jetliners in WA 
The 767-200 does all this while giving ^ the world. 
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Getting people together 

















If you're big in the business 
efficiency business, sooner or later 
you'll be taking orders from 
the readers of Ihe Review. 

Because in Asia over 
half the people 
involved in the 
purchase of all 
office equipment 
and computer products 
regularly read The Review. 

When you consider that a full 
96% of our audience is in business, 
government, and the professions, that six 
in every ten in business are on the board, ana 
that nine out of ten in government are senior officials, 
you'll realise The Review is a singularly proficient medium. 

That's why more than three dozen of the biggest names in office 

-—————2 proguctivity are profiting from a place 
among our pages. 

If you want your advertising to go straight 
to the top, talk through Ihe Review. 

We've got friends in all the right places. 











Talking up the market for whose benefit? 


è IF an outsider were to overhear 
brokers here talking to Shroff about 
Malaysian Finance Minister Daim 
Zainuddin’s struggle to ignite the 
lethargic Kuala Lumpur Stock Ex- 
change (KLSE), he could reasonably 
come to believe one of two things: 
either Daim is embarked on one of the 
more forlorn adventures of his career, 
or, by setting body and mind against the 
prevailing bearish wind that has chilled 
the local bourse for the better part of 15 
months, he will eventually lure the pun- 
ters back into the ring — and will keep 
them there longer than two or three 
days. 

In earlier columns (REVIEW, 21 
Mar.), Shroff has reviewed the steadily 
lengthening list of measures that Daim 
has offered to inject some sense and 
energy back into the market. These in- 
clude lengthening scrip delivery time; 
imposing a temporary halt on new list- 
ings to lure funds into existing equities; 
periodically opening credit lines to 
those banks which might still be in- 
terested in lending to share investors; 
creating a M$1 billion (US$406 million) 
government concessionary-finance fund 
to assist as-yet undisclosed investment 
proposals; announcing new foreign-in- 
vestment guidelines that, despite some 
confusion, offer increased flexibility, 
and even promising attentive considera- 
tion to proposals to give merchant 
banks free rein to their own broker- 
ages. 

Recently, Daim went several steps 
further, pulling in managers of the 
largest funds (including bumiputra in- 
vestment agencies, pension funds and 

overnment-linked banks) and suggest- 
ing to them that “coordinated and sus- 
tained purchases in the market” would 
help matters, 

He also got the message across that 
immediate sales by these institutions 
once price indices began to lift would 
not be appreciated. To make matters 
sweeter, Datuk Jaffar Hussein, gover- 
nor of Bank Negara (the central bank), 
announced that he might ask the banks 
to drop, once again (REVIEW, 27 June), 
their base lending rate. 
€ NOT that some local fund managers 
did not think the time was drawing near 
to buy some selected listings anyway: 
despite generally bullish sentiment in 
New York and in several other markets 
in Asia, the KLSE, New Straits Times 
(NST) and Fraser's Malaysia indices all 
recorded drops in July, which in the case 
of the NST took it to a 30-month low. 
Even with relatively tight money 
prompting short-term interest rates of 
11% or more, surely some of those 
cheap listings had good fundamentals? 
The largest bumiputra merchant bank 
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(which manages Malaysia’s largest 
share portfolio) was getting interested 
in fundamentals anyway — and so per- 
suaded itself that Daim's elbow-squeez- 
ing came at just the right time. 

Sadly, the trading results do not un- 
equivocally say "bravo" to Daim'sinter- 
ventionism. Even though Shroff is hear- 
ing solemn applause for Daim's effort, 
the latest indications show that the 
Daim-inspired swing back during the 
last weeks of July could have dug invest- 
ors (albeit a different set of them) more 
deeply into the bog. 

The KLSE started spinning on 19 
July, and during the next four days some 
buying seemed almost unbelievably ag- 

ressive, making 23 July the busiest day 
in the KLSE's history, with 30.1 million 
shares (worth M$51.5 million) changing 
hands. The 10-day net advance/decline 
balance said it all: a swing from minus 
828 to plus 742. This was adl very impres- 





sive stuff, helped no doubt by the all- 
time Dow Jones high (1,359 points) on 
Wall Street during that week. 
e BUT the problem is that institution- 
al funds, whether buying or selling on 
this comparatively low-volume bourse, 
make a lot of noise. Big sell orders from 
some of the overseas investors put the 
brake on the upward spiral; one broker 
told Shroff that the net effect of Daim's 
pep talks could turn out to be the use of 
public institutions' money to clear out 
the stale bull overhang from the previ- 
ous year. 

Certainly, the common feeling was 
that foreign institutions had seen their 
chance and sold out, taking some, but 


not too much, of a loss on the way out 
the door. Less than a week after the en- 
gineered bull run, the profit-takers 
came over the hill and volumes and 
value fell away. 

Although a more sustained recovery 
requires a levelling off and consolida- 
tion of prices, Shroff wonders whether 
overt stimulation can do more than 
work temporary wonders. It is notable 
that the merchant banks' association, 
while ostensibly backing Daim's call for 
more credit to investors, in fact agreed 
to disagree, with some of the smaller 
merchant banks begging off the assump- 
tion of risk. 

Many analysts privately told Shroff 
that the problem with Malaysia's mar- 
ket has little to do with liquidity, and 
still less with enthusiasm stifled by rules 
or by a lack of upbeat fiscal develop- 
ments. Behind the bears lies a sentiment 
that is devilishly difficult to banish, sim- 
ply because it refuses to believe 
the good news. On almost every 
export-earning front, Malaysia's 
commodities are doing less well 
than even four months ago. De- 
mand is down, most indices of in- 
vestment and spending show falls 
(page 118). Funds are still stuck 
with portfolios which are in some 
cases 40% down on their mar- 
ket value at April-May last 
year. In many cases, these coun- 
ters yield derisory dividend in- 
come. 
€ THE best that can be said for 
the latest elbow-grabbing play is 
that foreign funds (which have 
held, during the past year, up to 
20% of the free-market float) 
had a chance to unload much of 
their stock — “good riddance to 
bad rubbish,” said one Singa- 
pore-based analyst. “The real 
problem,” he added, “is how to 
get so many players out of the 
head-lock they are in. Banks are 
hostage to share collateral peg- 
ged too high. Bumiputra funds 
must deliver on promises of an effec- 
tive rate of return at least several 
points ahead of savings-account inter- 
est." 

This analvst, and others closer to the 
local bourse, wonder how some 
se quise equity funds, notably the na- 
tional investment company Permodalan 
Nasional and its unit-trust partner 
Amanah Saham Nasional, (holding re- 
spectively the largest and the third- 
largest portfolios of publicly traded 
stock) can live with the cramp now that 
they have made informal, but well-com- 
municated, commitments not to dump 
shares at the first glimmer of a rising 
market. Oo 
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Bruce Roscoe in Tokyo 

fter two months' cautious observa- 
A tion by foreign banks in Japan and 
tright e on the part of many 
domestic banks, Japan's new banker's 
acceptance (BA) market has made little 
headway. Trading began on 1 June, and 
though the June volume was initially ex- 
pected to reach around ¥100 billion 
US$421.1 million), the total for the 
month was just ¥59 billion. July was 
worse at Y43 billion. Foreign banks' 
share in each month was about ¥7 bil- 
lion. The first-year target of ¥1 trillion, 




















ow appears out of reach. 

.. A yen BA is used to finance trade. A 
panese company exporting a product 
resents a yen-denominated trade draft 
a Japanese bank, which the bank ac- 
epts and then sells in a secondary mar- 
t. The bank profits by the differential 
e interest it pays to the investor who 
















r non-residents. Without the facility of 
en BA market, Japanese banks 
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uired by the trader. 

































Hongkong 
nd Shanghai 
Hotels 
International 
City Holdings 
(Hongkong) 


Development 


HK$73.05m 


H 30 June 
..| (US$9.4m) 








H30 June | HK$70.99m 


(US$9.1m) 
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H30 June 


H 30 June 


S$48.1m 
(US$21.8m) 




















$$62.52m 
(US$28.4m) 








$$64.44m 
(US$29.2m) 










H 30 June 


-A$16.7m 
(US$12m) | | 





reign banks find a new Japanese market unattractive 


et by the Ministry of Finance (MoF), 


chases the BA draft and the rate it | bil 
db: exporter for the short-term | v | at 

inance. Investors can be Japanese | smaller ba 
fort. — 


er lend yen or the foreign currency 


Although the idea of creating a yen. 
market surfaced within the Bank of - 
'okyo (BoT) at least 10 years ago, it did | 
gain momentum until the US took - 
he cause in its drive to encourage in- | 
‘nationalisation of the yen. The mar- |. 

finally was opened after about 18 
onths of debate on the Japan-US Yen- 4- 





% change % change | Dividend 
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Dollar Committee. US Treasury: offi- 
cials argued that foreigners should have 
access to short-term yen funds as easily 
as Japanese institutions could invest in 
short-term dollar or sterling instru- 
ments. Even now, according to Bank of 
Japan (BoJ — the central bank) figures, 
only 2-3% of Japan's imports are fi- 
nanced in ven; for exports, it is 4075. 
BoJ officials; and foreign bankers 
agree it is too early to write the BA mar- 
ket off as a flop. But they also.concede 
the market's start has been less than au- 












HK$236.92m 
(US$30.4m) 















HK$503.24m 
(US$64.5m) 
















$$593.4m" 


(US$269.1m) |. 
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.| A$929.8m 
| (US$668.9m) - 
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Strong performance in Hongkong and China, poor results in 
Singapore and the Philippines. Whole year profits to grow 
about 8%. l — 


Declining Hongkong interest rates helped sales, particularly 
of small to medium-size residential units. Outlook reassuring. 


Provisions made for marine investments and decline in value 
"of security on some loans. 


“| No performance review or forecast of second half offered. 
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is a bit artificial." 


ing the market's growth. There is a cer- 
tain grey area in the way in which Japan- 
ese banks customarily arrange finance 
for traders; which the banks apparently 
want to keep intact because. it makes 
their actual margins difficult for the 
traders to assess. It occurs. when the 
banks charge a “compensation balance" 
in addition to the.short-term prime. Yen 
BAs, however, make the cost of the 
financing transparent. Another draw- 
back in yen BAs is that they rob.Japan- 
ese banks of the chance to. profit on 
foreign-exchange fluctuations, which 
the banks are able to do when they fi- 
nance trade using, say, US dollars or 
sterling. A 
. The only significant development in 
the BA market has been Nippon Steel 
| Corp.'s entry, which BoJ officials say 
might have a ripple effect among other 
steel companies and possibly oil buyers. 
In July, the company raised the equiva- 
lent of about US$10 million in yen BAS 
to finance iron-ore imports. Nippon 
Steel's total yearly imports of coal and 
iron ore amount to around U$$3 billion 
and the company has said it wishes to fi- 
nance at least a third of that trade in ven 
"Giving credence to the view that 
Japan's prime rate is a fiction, Nippon 
Steel used its muscle to negotiate di- 
rectly with the Industrial Bank of Japan 


dollar financing and at the same time 
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Comment 


Profits reduced by provisions for investments in Hongkong s 
Overseas Trust Bank and newspaper Singapore Monitor. . 







ue to unrealised losses on foreign borrowings from 


the cost up. So wh rket 


Japanese banks appear to be thwart- 


for a yen BA rate that was cheaper than 


Obtained a lower rate for its follow-on. 
o| yen financing. 
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Jakarta tries new regulations to promote issues 


By Paul Handley in Jakarta 
qu Jakarta stock exchange celebrat- 


ed its first windu, the eight-year 


cycle of the Javanese calendar, with a 
series of new regulations that may bring 
some life to a bourse that has so far 
stayed as sleepy as a Central Java vil- 
lage. The new rules, an update of the 
original charter set in the mid-1970s 
prior to the exchange's opening, clear 
the way for participation of local private 
banks in underwriting new issues, previ- 
ously forestalled by murky regulations. 
The Capital Market Executive 
Board (Bapepam) is hoping this new 
source of underwriting capital will 
Stimulate new issues, which in turn 
should add some fire to the somnolent 
trading activity on the exchange. If the 
government also allows foreign-bank 
participation under the same new rul- 


ing, as Bapepam hopes, it could givethe | 


market even more of a fillip. n» 
The capitalisation and size require- 


ments for new issues have also been re- 
vised in a way that makes it relatively 


more attractive for a company first 


going public to opt for a bond issue | 
rather than an equity float. A uniform | 


minimum issued-capital requirement of 
Rps 200 million (US$180,000) was set 
for all types of issues, doubling the 
amount for corporate bonds but raising 
eight-fold the limit for stock issues. 
Yet, these rulings and new pro- 
cedural simplifications may well fall 
short of their goal. The two problems 


most bemoaned by both issuers and in- 
vestors have not been changed: the 
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strict controls on stock-price fluctua- 


tions and steep taxes on dividends and 


interest of more than Rps 980,000. 
These restrictions put most speculators 
Off, and guarantee that those interested 
in steady earnings will stick to high in- 
terest-bearing bank deposits. | 

Bapepam's announcement that local 


commercial banks can underwrite new - 


issues takes some pressure off the coun- 


.try's 11 non-bank financial institutions 


(NBFIs, the local name for merchant 
banks), which until now have been the 


only source of underwriting. The NBFIs 


were hit hard by the June 1983 banking 
liberalisation, which gave banks the 
right. to set their own deposit rates. 
Since then rupiah have flowed into com- 
mercial-bank deposits paying 16-20% in 


"interest, and the NBFls, not allowed to 
| take deposits, have suffered from re- - 


stricted funding. 


The same banking-deregulation mea- 
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| capital | worth | 


said the executive board was eye 


| lowing the lead of other devek 


ments through Indonesia-based_ por 





most 5% of a stock. 






(d às a way of al 
oreign companies to localise owr 
without losing control, and allowing In 
donesians to invest in companies confi 
dent of a return. But the companie 
listed, facing a depressed economy an 
forced to rely on di 
vidends instead of pric 
fluctuations to attract in 
vestors, cannot compete. 
with the high deposit 
rates offered by th 
banks. In 1984, the aver 
age dividend paid on. 
market listing was 9.4% 
according to Bapepam 
Since a late 1983 regula-- 
tion allowed stocks for 
the first time to sink 
below their par value, the 
market has been in a diss 
mal slump. Phe exchan 
index dropped to 66 last month (Apri 

averages onl 
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issue | 





1983-100) and trading 
about 5,000 shares dailv. 
Bapepam spokesman Joko Kusnad 


foreign participation in the market, fol 


markets in the region. Inquiries hav 
ready been made over whether the r 
ruling on commercial-bank particip 
tion can be extended to foreign bank: 
operating in Jakarta, and Bapepam 
hoping the government will rule favou 
ably on this. Kusnadi said Bapepam 
looking at ways to involve forei 
funds, specifically bank pension fund 
One idea is for foreign security inv 


folio-management funds, or bac 
back certificates offered by invest 
trusts. Even if this were to come abc 
foreign funds would be limited to 














———— M——' AAAA A 










A 
(weekly values) 





+$ 


into Hongkong Land, and prospects of a recover- 
ing property market. But profit-taking soon 
brought the index back below the 1,700 level to a 
period's low of 1,673.55, aggravated by Hutchison 
Whampoa selling a sizable chunk of its holdings in 
Hongkong Electric. Sentiment picked up again on 
the last trading day on hopes that Hutchison, 
armed with new cash, might now be another po- 
tential buyer of Hongkong Land. Turnover aver- 
ged a daily HK$319.17 million (US$40.9 mil- 
on), up 40% on the previous period. 


OKYO: The collapse of Sanko Steamship Co. 
it its share price plunging below the par level of 
30 (21 US cents), and also drove down the share 
ice. of Sanko's three main banks — Daiwa, 
kai and Long-Term Credit Bank of Japan. 
ilysts said shipbuilding and their related issues 
fell. Japan Air Lines (JAL) and, to a lesser 
‘nt, travel issues fell in the wake of the JAL 747 
:on 12 Aug. Volumes were well down in a 





€ 
ly a daily level of 292.6 million shares. The Dow 
ones Average fell steadily, finishing the period at 
2,372 points on 12 Aug. Blue-chip electricals 
iged a mild recovery: | 





INGAPORE: A stream of bad news on the econ- 
hy, on top of bleak interim results from the 
nking sector, pushed the market down steadily. 
sers Industrial Index closed the period 45.54 






































Aug. — the National Day holiday — giving 
e market time to consider the spectre of minus 


ister. Average daily trading volume was 10.61 
iori shares, boosted by heavy selling of bank- 
g counters. Oversea-Chinese Banking Corp. 
ished. at S$8.15 (US$3.70), down 
nis, 


KUALA LUMPUR: Most prices retreated in moder- 
ate trading which eased at the close of period to 
ess than 8 million shares daily, worth M$17.2 mil- 
dion (US$7 million)? Renewed political uncer- 
tainty over the conflict within the Malaysian 
"Chinese Association was cited as one dampener, 
but some counters, notably Antah Holdings, 
bucked the trend. Mixed Wall Street results added 
to the caution, though some analysts now expect 
he market to consolidate after the government- 
nduced buying spree by local institutions in July. 
The so-called Delayed One Month Contract trad- 
ng procedure, expected to exert a small but posi- 
ive influence by enabling longer scrip delivery 
Himes. begins on 15 Aug. 


ollowed Myer Emporium's acceptance of G. J. 
Coles and Co.'s higher takeover bid, helping the 
All-Industrials Index up 14.4 points over the 
period to a record high of 1,356.8. The worsening 


riod softened by the holiday season, averaging 


ints lower at 3,931.33. There was no trading on | 


nomic growth in 1985 raised by the prime. 
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AUSTRALIA: Heavy trading in retailing leaders 


-political situation in South Africa continued to |: 
“benefit gold stocks as overseas investors transfer- 


| red funds to Australia. On 6 Aug., the Gold In- 






pulled down by a sagging gold price for two trad- 
ing sessions before recovering at the end of the 
period. The All-Ordinaries Index gained 9.2 
points to a record 949.7 on strong buying across 
the board. | 


NEW ZEALAND: The market continued to gather 
strength early in the period but ran into a bout of 
selling before the weekend. It quickly steadied, 
though there was a less-buoyant tone as part two 
of the 1985 budget loomed with its promised re- 
arrangement of the tax structure. In the background 
were a number of on-market bids, none of which 
was making much progress or affecting the overall 
tone. | "n 


















bad results in blue-chips, particularly in electro- 
nics, added to the bearish trend. All industries 
were down, led by electronic machinery, which 
fell 11.73, followed by machinery, off 10.56. The 
Jargest single fall was Samhwa Condenser, down 











Electric, down Won 234. | 






















fresh news. With the exception of Dusit Thani 
Hotel which recorded considerable activity, trad- 
ing was sluggish. By the period's close, the Book 
Club Index posted a loss of 1.19 points at 141.30. 
Star performers included Dusit Thani Hotel, 
Bangkok Rubber and Siam Citizens Leasing. 
Losers included Thai Farmers Bank and Siam Ce- 
ment. Volume was up to4.45 million shares, valued 
at some Baht 1.15 billion (US$42.9 million). 














TAIPEI: After a brief upswing with active trading 
in selected shares, the market failed to sustain 
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AUG. ~~ 
10 Aug. 
'| Week's change 


dex jumped 31 points to a record high but was . | | 







Won 252 (29 US cents), followed by Goldstar 


BANGKOK: The market sagged in the absence of | 
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F. E, Hotels 
Furama Hotel 
First Pac. Holds 
Great Eagle 

G. Island Cement 


Hang Lung Development 


Hang Seng Bank 
HAECO 
Henderson 

H.K. Electric 
HK. & Ch. Gas 
HK. & K. Wharf 
H.K. Land 

HK. & S. Bank 


. HK. & S. Hotels 
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HKTVB 
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Hain Chong 


Hutchison Whampoa 


Hysan Dev 
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KMB 
Liu Chong Hing 
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* Nan Fung Textiles 


Orient O'seas H 
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Regal Hotels 
Sine Land 

Stelux 

Sun H.K, Props 
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Tai Cheung 

Wah Kwong Ship 
Wing On Holdings 
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closed 


1,698.43 
+1.65% 











12,401.19 
closed 
12,372.88 





Kyowa Hakko Kogyo 
Matsushita Elec. 
Mitsubishi H. I. 
Mitsubishi Paper 
Mitsui & Co. 
Mitsui Real Estate 
Mori Seiki 

NEC 

NGK Spark Plug 
Nippon Hodo 
Nippon Oi 
Nippon Shinpan 
Nippon Stee! 
NYK 
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ACH: 

Amatil 

Ampi Petroleum 
ANZ Bank 

Australian Guarantee 


Herald & Weekly Times 
(Cl Australia — 

EL 

Lend Lease Corp. 

MIM Holdings 

‘Myer Emporium 

News Cor. 

Nortli Broken Hill 
Peko Wallsend 
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NZ Forest Products 
NZ Oil and Gas 

NZI 
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Waitaki NZA 

Wattie 

Winstone 





Fraser's industrial index 
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$$ on week 
Boustead. 1.05 $80 447 
Cerebos 194 +37 §2 
' ColdStoráge 256 +08 4? 
Consolidated Plantations 2.40 = 10.8 
Cycle & Carriage 3.36 22.3 6.0 
Dev. Bank of Singapore 5.10 “38 — $1 
Dunlop Estates 141 +22 — 166 
Dunlop industries. - 0.84 — BA 
Esso Malaysia _ 2.68 7 442 
Fraser andNeave. . — ^ Suspended — - 
Genting - EET -48 3.5 
Guinness 22 +42 a8 
Harrisons MPB 3.26 -30 92 
Haw Par ^ 232 7^ 405 — 33 
Hong Leong Fin 2.28 ^86 5.4 
inchape 2.24 +04 7.8 
island & Peninsular 404 — 6.2 
Jack Ghia =- MPH . 03 -64 19 
Ki Kepong 238 - 0.8 6.3 
Keppel Ship 0118 ~ 5.8 
Lum Chang Holdings 1.04 218 ta 
Magnum 3.38 *0.6 5.9 
"change — * Malayan Banking 5.75 “17 30 
onweek yield Malayan Breweries Suspended -— — 
+86 a2 Malayan Tobacco 3.88 -— 73 
~22 6.0 Mataysian Mining Corp. *14 0.9 53 
-0.8 47 Malayan United Ind. 2.40 +46 63 
41.5 3.6 Metal Box Singapore 1.92 — 66 
-0.4 5.7 National iron 2.25 -65 5.3 
+38 3.8 N. Borneo Timbers 2.52 = 40 
+34 6.0 OCBC 8.15 «1.8 2.1 
-2.0 13 Overseas Union Bank 2.58 -11 §.7 
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appening here that not only shape Asia's future but 
ffect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 


"executive or scholar or anyone who has dealings with 


f Asia at your fingertips as does the Asia Yearbook. 


S T In Its 26th Edition 
Asia 1985 Yearbook, celebrating its 26th anniver- 
is bigger and more comprehensive than ever 


produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


pter — the Databox which gives an instant glance of 


ures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chápters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
- Australia and New Zealand and then back to Pakistan 
. via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 

"Charts, tables and graphics to illustrate the material, 

| including a full military profile of every country. Each 
country has a new map to go with its chapter. 


< Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 


E first- hand information c on — f 





minus the myth: 
1985 Yearbook 





sia houses over half of mankind. Everyday events are - 


sia. Decide for yourself whether any other. single 
nedium puts the economic, social and political realities 


efore. Matching the rapid pace of Asian development, - 
e have gone into greater detail, with deeper insight, to 


ye Asia 1985 Yearbook includes a newcomer to every 


sential data. You will find familiar chapters and fea- 


and Infrastructure. The Yearbook gives you localised, 
| om mane. — 









and social and cuſtural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


No businessman can afford to ignore them. Nor can any _ 


How We DidIt | 
Published by the Far Eastern Economic Review, the 
Yearbook i is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
| provide — — reports from at major Asian 
ar d virtually every area of interest throughout Asia. This: 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/US$21 .95/£20/S$49.50/M$56. 50 
Hard Cover: HK$200/US$25. 95/£23. 75/S$58.50/ M$67 
For airmail delivery, please add: — 
HK$45/US$6/£5/8$13/M$15 


——Ó— — — —— 1 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


E Farkasternbconomic 





Please rush me copyicopies of thie Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for 
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| A: rolling hills in this northern- 
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most stretch of Kedah — Malaysian 


| Prime Minister Datuk Seri Mahathir 
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= country. 
smugglers preoccupy them more than 


Mohamad's home state — iron fences as 
high as 15 ft mark Malaysia's boundary 


| with southern Thailand. Generally fol- 
lowing hilltops but sometimes plunging 
confusingly into narrow ravines, the 
lines of rusting steel posts with barbed- 


E s . 
. wire topping meander across lands now 


àj 


planted with quick-maturing rubber 


trees, a money-spinning way to remove 


jungle cover from intruders, com- 
munists and smugglers alike. 

Patrolling these sun-baked, humid 
reaches provides the Malaysian army 


ken occasionally by edgy moments 
when, as in early April, a squad chal- 
lenging sounds from some midnight- 
dimmed bushes were answered with au- 


| tomatic gunfire. The intruders, prob- 


ably smugglers, disappeared back 


through holes that are snipped con- 


stantly in the fence. 
"Keeping my boys perked up is the 


= toughest part of this job," the com- 
mander of the 305th Battalion (com- 
Al — of Royal Malay Regiment and 


obilised Volunteer troops) says. But 
Lieut-Col Mohamad Yusoff Talib is an 


. old hand at keeping his soldiers combat- 
. ready near the porous (despite the wire 


barriers) frontier. An accomplished 
equestrian, and lover of jazz and swing 
music, Yusoff makes sure his "boys" 
share his enthusiasms. 

Yusoff's infantrymen comprise three 
rifle companies manning a string of 
primitive redoubts and observation 
a 60-km stretch of rough 
ccasional shoot-outs with 


communists but they know that silence 
in the rolling country across from them 
gives no perpetual guarantee against 
ambush from the Marxist-Leninist or 
Revolutionary Front factions. 

Most of the border watched by 305 
Battalion has three lengths of wire fenc- 
ing. His troops have mined some sec- 
tors, and must repair sections of the 
fence cut through or damaged by 
smuggling parties, Although a chore to 
maintain, border fences have made the 
border area less permeable; together 
with the East-West highway's wide 
swath across the rugged Barisan moun- 
tains and new dams across the Golok 
river, the wire barriers have introduced 
new delays into old infiltration routes. 

Partly as a result, Communist Party 
of Malaysia guerillas have become “per- 
manent residents” of Thailand — in- 
creasingly unwelcome ones. Sentiment 
on the ground at Kayu Hitam says rela- 
tions with Thai army opposites are get- 
ting better, registering a quantum jump 
when Lieut-Gen. Wanchai Jitjumnong 
became Thai Fourth Army commander 
in late 1983. And while some Malaysian 


132 


officers take a somewhat condescending 
attitude to the Thais’ “garrison town” ha- 
bits, favourable remarks about their coun- 
terparts' professionalism are also heard. 

At his Kayu Hitam headquarters, 
Yusoff's favourite pony stands tethered 
in the midday heat, near a stable beside 
the officers’ mess. The musical situation 
is less ot. though. “Sure, we've got 
a passable combo here," Yusoff con- 
fided to this writer. "But you should 
have visited our last post: my boys dug 
out a 57-ft-long, 27-ft-wide swimming 
pool fed by mountain streams. The band 
there was good, too. Swimming to 
swing, that's the life!" 

Besides Yusoff's 800 men, customs 
and police department detachments 
also serve at Kayu Hitam. Parties of sur- 
veyors sometimes pass through as well: 
some years ago the politicians in 
Bangkok and Kuala Lumpur agreed to 
demarcate their common border — a: 


sí m 


Porous border: drugs and guerillas. 





line drawn by Britain and Siam in 1909 
— using modern survey methods. To 
date, joint teams have completed about 
78% of the survey, often in hazardous 
conditions. The faction-ridden com- 
munists surviving on the Thai side of the 
border place booby traps — designed to 
maim — in the surveyors' path. 


E an exercise of studied contrast, 
the Malaysians decided four years ago 
to make their side of the border a model 
checkpoint. The swept-up appearance 
goes beyond the border barriers to the 
four-lane highway cutting incongru- 
ously up from Canglun straight to the 
border. On the Thai side, a decidedly 
less grand two-lane road twists up to 
Sadau, the nearest sizable town. 

The contrast extends to. different 
styles of border inspection: Thai lorries, 
resplendent in Buddhist embellishment, 






pass with languid 
waves from Thai 
police on to a 
more officious wel- 
come from the de- 
cidedly Islamic na- 
tional authorities 
waiting on the 
other side. At the 
Thai station, two 
children, tired of 
kick-the-can, 
raise and lower 
the control gate, 
almost by whim; 100 m distant, Malay- 
sian customs “boys” do things rather 
more rigorously: on Kedah soil — of- 
ficialdom and troops; on Thai ground 
— shophouses and nylon-topped kiosks 
sheltering a fast trade in pirated casset- 
tes, fake designer-name shirts and 
kitchenware. 

No one even hazards a guess at the 
volume of drugs moving through Malay- 
sia's border — but just the seizures an- 
nounced suggest large quantities. Even 
at permanent roadstops Yusoff says his 
soldiers have bagged ganja (marijuana) 
and heroin. 

But Yusoff rattled off a list of other 
smuggled goods: beside drugs, they in- 
clude weapons, rice and tin concentrate 
(to evade production clamps imposed 
by the International Tin Agreement — 
which both Thailand and Malaysia have 
signed). Even cows try to sneak into 
Malaysia: Kedah and Penang abattoirs 
apparently pay more than butcheries 
across the border. Malaysian farmers 
have government-supported minimum 
incomes, however; so even bovine traf- 
ficking becomes criminal too. 

The smugglers’ checklist also in- 
cludes women, recruits to work in bars 
and brothels who regularly slip across 
the frontier. That is how southern Thai- 
land, rightly or wrongly, looks from this 
district at least, and even in Kuala Lum- 
pur exasperation sometimes shows. 
One magazine in a spate of muckraking 
zeal last year even described the line be- 
tween the three southern Thai cities of 
Songkla, Betong and Haadyai as South- 
east Asia'sother *Golden Triangle." 

Meanwhile, at Kayu Hitam the sol- 
diers on the ground continue to watch 
the fences and exchange fire with occa- 
sional intruders. In the confusion of 
conflicting loyalties in south Thailand, it 
is often hard to draw fixed lines between 
communists, bandits, drug smugglers 
and extortionists (who possibly enjoy 
protection from some elements in the 
Thai army). In this potpourri, the Ma- 
laysian military has a modest hope: in- 
creasing cooperation from Thai au- 
thorities — including often ambivalent 
police and civilian chiefs — to impose 
more order on a notoriously difficult 
boundary that was drawn in colonial 
times. — James Clad 
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The helicopter you've been waiting for is about to 
land — the new Bell 400 TwinRanger! 
t will arrive ima class by itself — because it sets so 
many new standards in the corporate class. 

-~ Comfort: You could call the seven-place 400 an. 
in-flight boardroom because it’s such an outstanding 
place to meet. Club seating lets everyone see eye to eve, 
while carrying on the business ar hand in a quiet, serene 
cabin. 

___. Smoothness: Sure, four rotor blades meana 
smooth ride. But Bell’ soft in-plane fiberglass rotor also 
increases stability. That, too, makes for a smoother — 

—arnd quieter — ride. | | | | 

Controllability: That advanced-technology rotor 
_will also mean a lot to pilots because it enhances agility. 
While reducing gust sensitivity. And giving extraordi- 

nary security to everyday traveling. 

~~ Reliability:Only oné thing is as assuring as twin- 
engine dependability — Allison reliability. Thise tur- 
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plan 
e corpo 
is about fo arrive. 
^ — Thenew Bell 400 TwinRanger. — 


bines arc the latest in the Allison C20 s 
by millions of de hours. 


. RingGuard 


| | 
| | 
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— — The future is ours by design, — — 
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cries — proven 
Advanced technology: Irs'scc rhon the Bell — 
400 Peds from the highly efficient (and safer) 
ail rotor, to a newly designed instrume 
| 


Backed by the world’s best service and support. — 
When service is needed, 159 authorized Custome 
Service facilities stand ready to get vou back in the. 
air, fast. | | 
Its the world’s most extensive service/su »port 
nerwork. And irs just morc assurance thart | 
TwinRanger will deliver reliability from the word go. 





panel. 







| For more information, call or write Bob Frazier, 
Manager, Model 400 Marketing, Bell Helicopter 
Textron Ine., Dept. 734, Box 482, Ft. Worth lexan: 
76101, USA, (817) 280-3601, Telex} 75-8229, Cable: | 
Bell Craft. | | | | 
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And Canon's NP 150 and NP 155 deliver 
just that, with Automatic Exposure 
at 15 copies per minute. 


The NP 155 has an additional 
zoom for accurate enlarge- 
ment and reduction. 


Canon. It's the name 
you can count on 


Cut off the name Canon and you're 
taking a chance. The chance that your 
copier won't deliver consistent high 
quality copies and cost performance 
Copy after copy. 


Quality control and research and 
development mean more than ever 
before in today's productivity 


conscious world. for quality and 
efficiency. 
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Qantas carries 


Its passengers 
longer J 
any other 


e ] E 
* 

When you've got to fly long distance, wouldn't you feel more confident 
choosing an airline that specialises in long distance travel? 

Qantas is that airline. And everything, from technology to cabin crew 
training, is geared to make you as comfortable as possible over the entire journey. 

This is no idle claim. Qantas flies its passengers longer distances than any 
other airline. It's because of this that we understand, and satisfy, the needs of our 
passengers so well, making all our flights seem much shorter. 

On all Qantas flights, you have the choice of Luxury First Class Sleeper 
Chairs, the Original Qantas Business Class (with legrests) or the friendliest 
Economy Service in the sky. 

So when you're flying long distance, fly the long distance specialist . . . 
Qantas. On our long legs, you won't arrive on your last legs. 
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THE SOVIET OCCUPATION OF 


AFGHANISTAN 


A moving account of a proud nation's struggle 
and a penetrating study of Soviet intentions 








THE SOVIET OCC UPATION OF 


AFGHANISTAN 


JOHN FULLERTON 


On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan’s capital, Kabul. A KGB “hit 
squad” gunned down the country’s communist 
leader Hafizullah Amin and his immediate 
family. Babrak Karmal’s regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also 
whether, this latest major turn in 
Afghanistan’s bloody history spelled the 
beginning of Moscow’s “Vietnam.” 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or religious struggle. Based in Peshawar 
in neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
and besieged regime it had installed, not 
become embroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 











Only 
US$9.95/ 
HK$79.00 






Don’t miss this best 
possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 


e 16 pages B&W photographs 
e 205 pages 


unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
Afghanistan. 
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RET pe SENT URN EROR PEE PRECOR 


To: Publications Division, 
Far Eastern Economic Review, 
G. P. O. Box 160, 
Hong Kong 


Yes! Please send copies of The Soviet Occupa- 
tion of Afghanistan for which I enclose US$9.95/ 
HK$79.00 each (surface postage inclusive). For air- 


mail delivery please add US$2.00/HK$16.00. 


Name 


Address 
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Ricoh’s M10: The Right-Size Copier 


Affordable and compact, the Ricoh M10 desktop copier offers exceptional copy 
quality in a very small package. Because the M10 is much more than just another 
compact copier. It's a reliable and hard-working piece of office equipment packed 
with the latest advances in reproduction technology. 

The MIO's innovative FEED (Floating Electrode Effect Development) monocompo- 
nent toning system, for example, reproduces originals with more sharpness and clarity 
than any other copier in this class. And a special ultra-fine toner gives excellent repro- 
duction of highlights. On a variety of paper stock, in sizes from business card to B4 size. 

The MIO. Only from Ricoh. See it and the many other models in our full product line 
at your local Ricoh dealer today. 


RICOH COMPANY, LTD. 15.5, Minami Aoyama 1-chome, Minato-ku, Tokyo 107, Japan 
RICOH BUSINESS MACHINES, LTD. 2808 Wing On Centre, 111 Connaught Road Central, Hong Kong 
HONG KONG Gilman Office Machines Elizabeth House 5/F, 250 Gloucester Road, Causeway Bay, Hong Kong. Tel: 5-8930022 
INDONESIA P. T. Nirwana Wahana Scjahtera 30, Let. Jend. Suprapto, Jakarta Pusat. Tel: 413921 
MALAYSIA Wywy (Malaysia) Sdn. Bhd. Lot 15/24, 2/F , Asia Java Commercial Complex Petaling Java, Selangor. Tel. 5-570088 
SINGAPORE Wywy Private Ltd. Wywy House, 17 Leng Kee Road, Singapore 0515. Tel: 4722155 
TAIWAN, R.O.C. Yao Fung Co., Ltd. No 59-61, Chung Hwa Road, Sec 2 Taipei: Tel: 2-481-2170 
EOS Systems Corp. IOFI. No 53, Sec 2, Nanking E. Road, Taipei. Tel 2-547-5600 
THAILAND Fantarect Co., Ltd. 304-8, Mahacsak Road, Silom, Bangkok 10500. Tel. 255-4040 
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COME TO TOKYO COME TO THE NEW OTAN 


Beside an ancient moat, within 

a ten-acre garden, stands a 
spectacular hotel. With dozens 

of tempting restaurants. 120 
international shops. Staff trained in 
the art of service. A city of calm within 
the city of excitement. Rates from 
Yen 18,500 to 25,000. 
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WELCOME TO SHERATON HOTELS IN ASIA. 


SEOUL 
TOKYO 
OSAKA 






canncn ML P rn "wm The New Otani Hotel 
k a and Tower 
BANGKOK ATON REFERRA 
d The ho spitolity natal of ITT 
— FOR RESERVATIONS, CALL YOUR 


TRAVEL PLANNER OR SHERATON IN YOUR AREA. 
MANILA 50-60-44 HONG KONG 5/299-203 

TAIPEI 324-5541 SINGAPORE 532-6111 

RAN KOK 233-5160 MALAYSIA 437-522 


*unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It's the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled coverage! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don't just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


*unequalled performance! 

Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 63,500 copies per issue. 

A growing number of advertisers have taken full advantage of this impressive growth. Last 
year the Review carried 2,566 pages of advertising from nearly 600 of the world's top cor- 
porations. 

Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. Tw Color Gf Auikorin 
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The best of the East with the best of the West. 


Lido Hotel Beijing, where the most modern comforts combine 
with the ageless traditions of warm hospitality. Amid the splendours 
of ancient China, discover the friendly, efficient service of the '80s. 


* Only 15 minutes from Tian'anmen Square and 
20 minutes from Beijing International Airport. 


* 500 luxuriously-appointed guest rooms and suites. 
* Superb international cuisine. 


* On-line computerised advance reservations system 
for guest convenience. 


For reservations, please contact 
your travel agent or the Hong Kong Reservations Office, 
Room 3304 Bank of America Tower, 12 Harcourt Road, Hong Kong. 
Tel: 5-236263. Telex: 73010 EDNA HX. Cable: EDNA SHIP. 


n 
Management services provided by otday 9w 


International - Asia/Pacific 
Holiday Inn Hotels in Asia 


Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong * Islamabad * Johor Bahru 
Kanazawa * Inn On The Park Kuala Lumpur * Karachi * Kuching * Kyoto * Manila * Nagasaki 
Nankai-Osaka * Narita © Penang * Park View Singapore * Royal Singapore * Tokyo * Toyohashi * Yokohama 
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verything’s right here in the Philippine s. 


Ir youre planning a trip within the region this year, 
we d like to invite you to visit the heart of Asia. 
The Philippines is, not only at the geographic heart of Asia, 
just an hour or two away, it is also a country known for its friendly welcome 
and tradition of hospitality. 
Whether your choice is golden sands or cool pine covered mountains 
you will find them waiting for you. 
With so many Five-Star hotels and countless beach resorts you will have a wide 
choice of accommodations. And at prices that will pleasantly surprise you. 
Five-Star rooms from $45 a day or room, food and drinks at a resort from $40 a day. 
For relaxation, you can enjoy sports from SCUBA diving to tennis, Hobie 
Catting to golf, windsurfing to squash, all at prices designed to keep you active. 





And when the sun goes down the fun continues. Discos, 
cabarets, casinos, great dining, and the sound of music wherever you go. 
Oh, and dont forget the shopping. We have some of the finest designers 


and great clothes all priced Phili . 
to dress you up in style. | i ippine 








Which path for Cambodia? 


THE 5TH COLUMN by M. R. Sukhum- 
bhand Paribatra [18 July] is a welcome 
contribution to a positive solution for 
Cambodia. 

There exist now two possible roads 
to a compromise over Cambodia, an 
"Eastern" and “Western” path, for 
want of better names. 

The Eastern path would be based on 
an agreement between the Soviet Union 
and China. Prince Norodom Sihanouk 
would return to Phnom Penh, perhaps 
as head of state. Pol Pot and his im- 
mediate coterie of mass murderers 
would be invited for a prolonged stay in 
China while rank-and-file Khmer 
Rouge were reintegrated into Cambo- 
dian society. Western-trained adminis- 
trators now playing an important role in 
Phnom Penh would lose influence. Both 
Cambodia and Vietnam would be 
caught in the uncomfortably warm em- 
brace of Soviet-Chinese mutual under- 
standing about the limits which must be 
put on fractious smaller brothers. The 
non-communist resistance groups, 
Asean and the West in general would 
be essentially frozen out of Indochina. 
A Soviet military presence would be- 
come a permanent feature in the region. 

The alternative Western path would 
start with a realistic evaluation of the 
balance of forces in Cambodia. As part 
of a negotiated package, leaders of the 
Sihanouk and Son Sann groups would 


be given roles in the existing Heng Sam- 
rin government. Lower-ranking Khmer 
Rouge would be permitted to return for 
supervised resettlement. Vietnam 
would agree to an internationally super- 
vised staged withdrawal of its forces 
over five to 10 years. Thailand would 
forbid all military supply and basing of 
insurgents on its territory. Elections 
would be conducted which would at 
least be as free as some others in the re- 
gion. 

US normalisation of relations with 
Vietnam and the opening of interna- 
tional aid channels to both countries 
would be part of the deal. Vietnam: 
would inevitably have primary influ- 
ence in Cambodia in the immediate fu- 
ture, but doors would be open for 
Asean and Western economic and dip- 
lomatic involvement. It would not be a 
surprise to find the Soviet military pre- 
sence being reduced over the years, par- 
ticularly if a new nationalist government 
in the Philippines closed down US 
bases. 

The current approach of Asean and 
Western governments seems premised 
on reversing the consequences of the 
past decade. It may have laudable goals 
of self-determination and democracy, 
but it is so unrealistic as to make the 
Eastern path the most likely eventual- 
ity. 


Philadelphia John McAuliff 





Cause and cure 


Richard Drobnick [THE STH COLUMN, 
11 July] set out one possible scenario for 
trade patterns in the future if present 
protectionist sentiment is allowed to 
spread. The scenario he painted is, un- 
fortunately, quite plausible. 

It is not necessary for countries to 
put aside their own self-interest and act 
on the basis of some broader interest for 
this to occur. All it requires is that coun- 
tries take a medium-term view of their 
own self-interest. It can be shown that it 
is not in the medium- or long-term self- 
interest of any country to try to solve a 
current trading problem by recourse to 
protection. 

Drobnick sets out the most impor- 
tant factors that altered the interna- 
tional trading environment. He man- 
ages to do so without mentioning at all 
the persistent US budget deficits and 
the way in which they are financed by at- 
tracting savings from the rest of the 
world to New York. By leaving out the 
US budget deficit, he can conclude his 
chain of events with the statement that 
the *US economy is bearing politically 
unacceptable burdens to support a free- 
trade dogma . . ." 


FAR EASTERN ECONOMIC REVIEW e 29 AUGUST 1985 


As consumption is supposedly one of 
the major beneficial aims of economic 
effort, I am not sure how all this con- 
sumption in the US can be described as 
a "burden" for them. The protectionist 
policies in the US' trading partners are 
undoubtedly part of the problem and ef- 
forts to reverse the protectionist wave 
are crucial. But by ignoring the other 
crucial side of the coin, the domestic fis- 
cal policies in the US, Drobnick gives an 
unbalanced impression of cause and 
cure. 
Seychelles 


Intent to defraud 


| am always amused by the outrage ex- 
pressed when a "bucket shop" like 
Overseas Trust Bank collapses. It is so 
obvious that large numbers of publicly 
held companies in Hongkong have, as 
their principal purpose, the intent to de- 
fraud the public. For their part the 
public are driven by greed fostered by 
the promotion of the concept of capital- 
ism. 

When will the second-raters who are 
supposed to govern Hongkong realise 
that their first and long-overdue objec- 
tive should be the implementation of a 


Peter Nicholl 

















APPOINTMENT 
NOTICE 


Northern Telecom 





David G. Vice 

David G. Vice, 51, has been appointed 
president of Northern Telecom Limited. 
He succeeds Edmund B. Fitzgerald, 
who retains his responsibilities as chair- 
man and chief executive officer of 
Northern Telecom Limited. 

Mr. Vice has also been elected to the 
board of directors of the corporation. In 
his capacity as president, he will be the 
corporation's chief operating officer with 
worldwide responsibilities. 

Mr. Vice, a native of Campbellford, 
Ontario, had been president of 
Northern Telecom Canada Limited. 

Northern Telecom is the second largest 
designer and manufacturer of telecom- 
munications equipment in North America 
and sixth iif the world. It is the world's 
largest supplier of fully digital telecom- 
munications systems, and is a significant 
supplier of integrated office systems. 

It employs more than 47,000 people 
throughout the world and has research 
and development facilities, and 47 manu- 
facturing plants in Canada, the U.S., 
United Kingdom, Republic of Ireland, 
Malaysia, and Brazil. Its common shares 
are listed on the Montreal, New York, 
Toronto, Vancouver and London, U.K. 
stock exchanges. 
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reasoned investment decisions can be 
made? Surely such legislation would 
place the survival of Hongkong as a 
continuing and valuable centre of 
capitalism much less in question, 

New Jersey Peter Dodds 


Check the facts 


I refer to Emily Lau's review of Hard 
Graft in Hongkong [25 July]. While Lau 
is entitled to her own views about the In- 
dependent Commission Against Cor- 
ruption (ICAC), she made certain re- 
marks in her review which are factually 
incorrect. 

First, no expatriate officer resigned 
as a result of the partial amnesty, as al- 
leged by Lau. In fact, the establishment 
of the commission's Operations Depart- 
ment far from being “trimmed” grew 
from 569 in 1977 to 580 in 1978 and 
today stands at 707. 

Secondly, Lau commented that since 
1977 "instead of going after the corrupt 
tigers they have gone for the small fry." 

is is demonstrably not so, unless Lau 
regards as “small fry" the former head 
of the Buildings Ordinance Office who 
was sentenced to three years’ imprison- 
ment, the former acting head of the 
Building Development Department 
who was sentenced to six years' impri- 
sonment, a senior security officer of the 
Royal Hongkong Jockey Club who 
was sentenced to four years’ impri- 
sonment and two inspectors of the 
Commercial Crimes Bureau of the 
Royal Hongkong Police who were sen- 
tenced to two-and-a-half years’ impri- 
sonment. These are only a selection of 
the many cases — some involving consi- 
derable sums of money — which the 
ICAC has presented before the courts 
since 1977. 

As for Lau's statement that an ICAC 
press officer "confessed he felt ex- 
tremely embarrassed having to reply to 
queries from cynical reporters asking 
how many HK$10 men the ICAC had 
arrested," it should be pointed out that 
there were two such cases both of 
which were prosecuted in 1976 (before 
the partial amnesty) and, at the court 
hearing, the magistrate emphasised 
that it was a mistake to dismiss such 
cases as "tea ona and stressed it 
was the target of the bribery rather than 
the small amount of money involved 
that should carry more weight in such 
cases. 

Lau is, of course, entitled to her 
personal opinion of Sir Donald Lud- 
dington but, during his tenure as com- 
missioner of ICAC, prosecutions rose 
from 181 in 1978 to 509 in 1981 — hardly 
the performance of a “lacklustre bureau- 
crat." 

In her penultimate paragraph Lau 
referred to the ICAC receiving a serious 
setback in 1976 *when the private sec- 
tor reacted strongly to ICAC meddling 
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in its affairs,” and then went on in her 
final paragraph to state that “the ICAC 
had again come across a section of socie- 
ty which was riddled with corruption, 
but it was not allowed to act since any 
house-cleaning might destabilise the 
community and disturb the status quo.” 
This is nonsense. 

The ICAC now has the support of all 
the major commercial and industrial as- 
sociations in tackling corruption in the 
private sector, and the constant proces- 
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sion of cases presented to the courts 
which relate to the private sector rang- 
ing from minor illegal commissions to 
major bank frauds that have been facili- 
tated by corrupt practices clearly shows 
that there has been no bar on ICAC ac- 
tion in this area. Indeed, apart from the 
partial amnesty itself, there has never 
been any attempt by the governor or 
anyone in the Hongkong Government 
to prevent the ICAC from taking action 
in any particular cases or against any 
particular area. 

It would be appreciated if Lau would 
check her facts with us before writing 
about the ICAC in future. Kenneth Ko 

Chief Press Information Officer 
Independent Commission Against Corruption 
Hongkong 


Sensitive issues 


The simultaneous publication of a letter 
from a fellow Singaporean, S. R. Das 
Gupta [25 July], castigating you for pub- 
lishing a couple of dissenting letters on 
"sensitive issues" and your report of the 
Singapore Monitors demise prompts 
me to write to you. 

I wonder why Gupta never men- 
tioned your many editorial articles giv- 
ing credit to the Singapore Government 
for its solid achievements. If Gupta 
fears these "sensitive issues" should 
never be printed in case they inflame 
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Police-ICAC conflict: no 









> sensitive the issue, the highef 
the intellectual plane on which they 
should be aired as in your esteemet 
magazine — but they must nevertheless 
be aired. It is sad for me as a Singapo- 
rean to have to resort to foreign publica- 
tions to obtain news and in-depth 
analysis of issues of my country from an 
impartial, viewpoint. Although these 
views may sometimes differ from the 
government's, still I feel I should have 
the right to know. 

The closure. of the Monitor not- 
withstanding, all the reasons given by 
the Singapore Government for its for- 
mation in the first place — now glaringly 
void — merely manifest the underlying 
unwillingness of the pro-government es- 
tablishment to rescue it and thereby al- 
lowing another English-language news- 
paper to co-exist on par with The Straits 
Times. What is obvious by comparison 
is editorial content; with two news- 
papers adopting predictably pro-gov- 
ernment views, the choice left to read- 
ers is obviously for the more-established 
Straits Times — hence the Monitor's 
readership never picked up, causing ad- 
vertisers to shy away. Clearly, in their 
post-election corrective move towards a 
supposedly more creative society and 
receptive governing style by the second- 
generation PAP leaders, journalism 
was never in their minds. 

If your magazine were to publish 
only those letters Gupta would like to 
see, I am afraid your magazine would go 
the way of the Monitor. 
Singapore 


Merit abuse 


Martin Marini [1 Aug. | is obviously un- 
able to distinguish between facts and in- 
nuendoes, hence the epithet "bald 
stupidity" he has used to describe the 
letter by ‘Fair-minded’ [27 June] aptly 
fits his. The facts on racial discrimina- 
tion are as follows: 

» Those of Chinese origin from Hong- 
kong, Taiwan and Macau are consi- 
dered traditional sources of labour, 
while those from India and Sri Lanka 
are not. 

» Indian cabinet ministers in Singapore 
are seen to send their children to learn 
Mandarin as the second language in 
schools even when the minister and his 
wife are both Tamils. 

» A large percentage of the Indian 
ministers and MPs are married to 
Chinese but none of the Chinese minis- 
ters or MPs themselves are married to 
Indians or Malays. 

» Knowing that the system of merito- 
cracy is easily abused if there are no 
checks, other countries and races are 
more honest with themselves and em- 
ploy quotas, affirmative action, race re- 
lationship boards and strong trade 
unions to fight any abuse of the merit 
system. 
Singapore 








Kwan Yue Keng 


‘Justice for All’ 


29 AUGUST 1985 e FAR EASTERN ECONOMIC REVIEW 














hina has a good chance of meeting its target of quad- 

rupling economic output by the end of the century and 
pushing per capita national income to US$800, according 
to a new and as yet unreleased World Bank study. But it 
must hold its population growth to around 1% a year and 
make far more efficient use of its resources, especially in 
agriculture, the bank warns. The report, analysed by China 
economy correspondent Robert Delfs, also suggests Pe- 
king could achieve its growth goals more easily if it swung 
away from the Soviet economic pattern and concentrated 
more on the development of its service industries, includ- 
ing the commercial sector. Pages 50-56. 
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Cover illustration by Lui Mo Ping. 





Page 10 

The Malaysian Chinese Association 
gets a three-month warning from the 
National Front to resolve its leader- 
ship struggle — and promptly plunges 
into a new crisis. 


Page 12 

The assassins' guns speak again in 
Punjab and threaten the hopes for a 
political settlement and orderly elec- 
tions. 


Page 14 

Talks between the Sri Lankan Govern- 
ment and Tamil separatists in Bhutan 
are to be resumed following a walkout 
by the rebels after increased com- 
munal violence. 


Page 16 

Vietnam seems to soften its stance to- 
wards the US, China and at least 
some Asean members at the In- 
dochina foreign ministers' meeting in 
Phnom Penh and sets a date for Cam- 
bodia troop withdrawal. 


Page 22 

The Soviet fleet — and a huge party of 
officials — is in port in North Korea in a 
clear demonstration of a new Moscow 
interest in its Far Eastern neighbour. 


Page 24 

Thai unionists fear that a failed strike 
against the state railways and the 
sacking of four union leaders may 
have a serious impact on the coun- 
try's labour movement. 


30 
The Chinese Government cracks 
down hard on corruption and other 
criminal activities among the child- 
ren of some of high-ranking party 
cadres. 


41-44 
Sanko Steamship seems certain to 
become Japan's largest corporate 
bankruptcy — a victim of misreading 
the world tanker market and, most re- 
cently, of an ill-judged scheme to 
corner the bulk-carrier trade. 





Pages 46-47 

Australia's banks seem unconcerned 
at the imminent entry of 16 foreign ri- 
vals which hope to pick up 20% of the 
market. 


Page 48 
Cabinet intervention into a Malaysian 
Airline System plan to buy Rolls- 
Royce jet engines sets off tremors 
which could have international impli- 
cations. 


Page 62 

Philippine businessmen have little in- 
terest in new trade credits as they find 
their home market shrinking. Mean- 
while, bankers in the US question the 
ability of the Marcos government to 
solve the longer-term problems the 
country faces. 


Page 66 

The proposed complex restructuring 
of Hongkong's Associated Hotels 
group, a lingering victim of the prop- 
erty boom and bust, carries painful 
lessons on the risks of 'follow-the- 
leader' banking. 
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More top Indonesians 

to go on trial 

The trial has opened in Jakarta 
of two prominent dissidents — 
Muslim preacher A. P. Fatwa 
and Lieut-Gen. H, R. Dhar- 
sono, 60, a former Asean sec- 
retary-general and charismatic 
ex-commander of a powerful 
army division. Both have been 
held. since late 1984, when, 
along with other activists in the 
“Petition of 50” opposition 
group, they published a so-call- 
ed White Paper questioning of- 
ficial accounts of the Tanjung 
Priok riots and calling for an in- 
dependent inquiry into the af- 
fair. The charges against the 
two men carry maximum sen- 
tences of death. 

At least eight other promi- 
nent members of the Petition 
of 50 group may also be called 
as witnesses at the trial and 
subsequently charged with sub- 
version themselves, according 
to arraignment documents. 
They include Indonesia's first 

rime minister, Syafruddin 
rawinegara; Ali Sadikin, the 
popular — ex-governor — of 
Jakarta; Hoegang Imam San- 
toso, former national police 
chief; two ex-ministers; a 


VIE 
J 


former parliamentarian; à stu- 
dent leader, and an ex-ambas- 
— Lincoln Kaye 


sador. 





Lee backs calls for wage 
freeze in Singapore 
Singapore's Prime Minister 
Lee Kuan Yew has confirmed 
that he favours à two-year 
wage freeze for workers. Simi- 
lar views had been expressed 
earlier by officials who claimed 
such a move would , make 
Singapore more competitive 
with its East Asian- rivals 
(REVIEW, 15 Aug.). Ata Au- 


gust National Day rally, Lee 
said there would be no cut in 
real eh adding that with a 
nominal wage freeze and an an- 
nual productivity growth of 
6%, Singapore would be able 
to gain competitiveness in two 
ears, compared with Hong- 
ong, Taiwan and South 
Korea. A wage freeze for the 
third year — 1987 — might be 
necessary if competitiveness is 

not regained by then, he said. 
— V. G. Kulkarni 


Sabah's Harris resigns 
from federal parliament 
Former Sabah chief minister 
Datuk Harris Salleh gave up 
both his membership in Ber- 
jaya, the party he had led for 
nine years, and his federal par- 
liamentary seat of Ulu Padas 
on 17 August He had quit his 
post as Berjaya president a 
month earlier, following his 

arty's defeat in state elections 
in April at the hands of Parti 
Bersatu Sabah (PBS). 

His resignation from parlia- 
ment means a by-election must 
be held within 90 days, allow- 
ing the five-month-old PBS its 
first crack at acquiring a federal 
seat. Berjaya won 15 of 
Sabah's 16 parliamentary seats 
in the 1982 federal election. 

Meanwhile, the ruling Na- 
tional Front coalition’s Sup- 
reme Council met on 17 Au- 
gust and deferred making a de- 
cision on PBS’ application to 
join the coalition, one of the 
items on the day’s agenda. 

— Suhaini Aznam 


Nepal brings in tough 
anti-terrorist law 


ot the unprecedented 
wave of explosions which 
rocked Kathmandu in mid- 
June, killing eight people and 
wounding 25 (REVIEW, 4 July), 
the Nepalese Parliament has 
passed a Terrorist Offences 
Act, under which a special tri- 
bunal is to be set up to js sus- 
pected terrorists. If found 
guilty of acts leading to death, 
offenders will be hanged, while 
those who cause serious injury 
will be sentenced to between 
five years' and life imprison- 
ment. Proceedings will be held 
in camera, though appeals to 
— Supreme Court are permit⸗ 
ted. 

The bill, which has now re- 
ceived the royal assent, was 
passed with only three votes 
against — all from leftist mem- 
bers who objected to it on the 
grounds of potential govern- 
ment misuse. 


— Kedar Man Singh 





The Australian Government's 
budget for 1985-86 (ending 30 
June) sees a deficit of A$4.92 
billion (US$3.5 billion), down 
sharply from last year's deficit 
of A$6.75 million. As a propor- 
tion of gross domestic product, 
the deficit will drop to 2.1% 
from last year's 3.3%. In his 20 
August budget speech, Trea- 
surer Paul Keating predicted 
economic growth of about 
4.5% aided by the depreciation 
of the Australian dollar earlier 
this year, but he warned 
that regained competitiveness 
could be eroded by wage pres- 
sures. 

No new taxes were an- 
nounced. After its recent 
backdown from earlier indirect 
tax proposals, the government 
will announce its new plans in 
September, but these will take 
effect from next year. 

— Hamish McDonald 


Australia, New Zealand 
review trade agreement 


The first joint ministerial 
review of the 20-month-old 
Closer Economic Relations 
(CER) agreement between 
Australia and New Zealand, 
held in Canberra on 15-16 Au- 
gust, made little progress in 
solving wrangles over protec- 
tion for New Zealand's state- 
sponsored steel industry and 
Australia's clothing industry. 
The ministers also agreed to let 


different — foreign-investment 
codes stand. 
Australia s Broken Hill 


rie Hing ced Co. stands to lose 
60,000 tonnes of hot and cold 
rolled-steel sales when a new 
stage at New Zealand Steel 
starts production at end-1986. 
It is not mollified by a New 
Zealand undertaking to apply 
CER tariff and quota cuts on 
downstream-steel products. 
— Hamish McDonald 


New Zealand overhauls 
its taxation system 
New Zealand Finance Minister 
Roger Douglas foreshadowed 
a massive switch from personal 
income tax to indirect con- 
sumption taxes in a special eco- 
nomic statement on 20 August. 
Income-tax rates will be 
slashed across the board from | 
October 1986, reducing the 
highest marginal-tax rate from 
66% to 48%. 
Offsetting 


this, a 10% 





value-added tax on all goods 
and services except house rents 
and financial services of busi- 
nesses with turnovers of less 
than NZ$24,000 (US$12,973) 
is forecast to yield NZ$2.7 bil- 
lion. Low-income families will 
be compensated through intro- 
duction of a negative income 
tax. Douglas also announced 
changes to company tax, in- 
cluding an increase from 45% 
to 48% in the basic rate (from 
50% to 53% for non-resident 
companies) from 1 October 
1986. 

Double taxation of di- 
vidends (at both the company- 
rofit and shareholder-income 
evels) is to end in 1988 in an at- 
tempt to push companies from 

debt to equity financing. 
— Colin James 


Sankyo tries to block 
Minebea takeover bid 
Sankyo Seiki Manufacturing 
Co., a precision-instrument 
maker, is fighting a takeover 
bid by electronic-components 
maker Minebea Co. in what 
could become Japan's first 
successful corporate . raid. 
Minebea has bought 19.1% of 
Sankyo shares in the past year 
to become the company's top 
shareholder. Talks are in pro- 
gress on a merger, but Sankyo 
is opposing Minebea on the 
grounds that it is already doing 
quite well on its own. 

Sankyo has threatened to 
take away business from 
Minebea worth about ¥2 bil- 
lion (US$8.4 million) a year, 
mainly orders for Minebea 
small bearings for computer 
disc drives, motors and robots. 

— Bruce Roscoe 


New resignations in 
Taiwan bank scandal 
Taiwan's Cathay group finan- 
cial scandal claimed new politi- 
cal casualties with the 15 Au- 
gust resignation of Finance 
Minister Loh Jen-kong and two 
top aides. Deputy central bank 
governor Robert Chien was 
named as Loh' successor. 
With the long-awaited release 
of three government reports on 
the crisis, Loh and his pre- 
decessor, Hsu Li-teh (who re- 
signed under pressure in March), 
stood accused of negligence in 
failing to prevent the Tenth 
Credit Cooperative from mak- 
ing NT$7.7 billion (US$190.1 
million) of improper loans to 
affiliated companies. Eleven 
other finance officials received 
reprimands from the Executive 
Yuan, Taiwan's cabinet. 

— Carl Goldstein 
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Yes is annog k to visit Ware in alate | . f 
September to strengthen the already H 


considerable economic cooperation 
between the two countries. While Lee 
will inevitably discuss regional 
political issues with his Chinese 
counterpart, Zhao Ziyang, mutual 
investment and trade prospects will 
probably dominate the talks. Details 
of Lee'sentourage are not vet known, 
but the Singapore delegation may 
include senior ministers, MPs and 
bureaucrats involved in formulating 
economic and trade policies. 


WHAT'S IN A NAME 

A civil law suit filed by Singapore 
Airlines in the Hongkong High Court 
against a woman with five aliases for 
US$5.3 million arises from her period 
as a ticketing agent in Medan, . 
Indonesia. The woman is listed in 
court documents as Lim Lie Tjin, 
alias Lim Lie Jin, alias Susana Lim 
Yati, alias Susana Limijati, Alias 
Dewi, alias Ah Hoon. 


GOING DUTCH © 


Diplomatic representatives of 
Portugal have visited East Timor for 
the first time since the former 
Portuguese colony was taken over by 
Indonesian-backed forces 10 years 
ago. The Dutch Embassy in Jakarta, 
which has represented Lisbon’s : 
interests there since Portugal closed 
its mission in the wake of the invasion, 
sent two of its staff, including 
Ambassador Frans van Dongen, at 
Lisbon's behest on a six-day fact- 
finding tour of what has now become. 


ongen speaks Portugue 


| lingua franca for older Timorese) and 


served five: years as a civil servant in 
- West Timor, starting under Dutch 
colonial administration and staying 
on, at Jakarta's request, after 
independence in 1950. 


Mista SPEAKING . . 


Malaysia's 
privatisation 
programme is 
running into snags. 
Prime Minister 
Datuk Seri Mahathir 
Mohamad has been 
cautioned by 
merchant-bank 
i | advisers against ped 
rapid divestiture o 
Mahathir. —— ment- 
controlled enterprises, especially 
Mr off the Telecommunications 
partment (where private firms 
pdertakine major upgrading 
ee are behind schedule). The 
first government entity to be sold is 
still likely to be Malaysian Airline 
System, but a planned sale of 
part of the T of the Malaysian 
| International Shipping Corp. — 
whose liquefied natural gas carriers 
are keeping the cash flow going — 
| could happen ahead ofthe airline'ssale. 


BORDER BUDDIES - 


The growing warmth in delicate Sino- 
Burmese relations has been — 
translated into tangible. cooperation 

| between the two countries along their 
| mutual border. For some weeks, joint 
Chinese and Burmese teams have 























i — rapport with their leaders 






























and northeastern borders re- 
| demarcating the line where concr 
markers had either crumbled away 
been moved further into Burma by 
pro-Peking Burma Communist Part: 
| insurgents. More recently, people oi 
both sides of the border running alon 
the northeastern frontier of Burma's 
Shan state have been allowed to travel 
to within 30 miles inside the line to. — 
trade with their neighbours. | 


GORBACHOV LOOKS EAST v 
Diplomats expect Moscow soon to 
replace its ambassadors in both ; 
Pyongyang and Peking as part of new 
Soviet leader Mikhail Gorbachov’s 
efforts to break with the era of the late. 
Leonid Brezhnev. Both Nikolay __. 
Shubnikov, the Soviet ambassador ii 
Pyongyang and I. S. Shcherbakov, th 
ambassador to Peking, are Brezhne\ 
appointees, and their removal is - 
viewed by diplomats.as an attemp 

clear away the last vestiges of a pe 
| when Moscow 's tense relations w 
both its Asian communist neighbor 
was personified by Brezhnev's bad 


































Te year 's Armed Forces Day para 
in Jakarta on 5 October will be 
unusual as it will mark the retirer 
of the last active personnel of the 
called Generation of '45, who took 
part in the war of independence | 
against the Dutch. President Suhai 
is likely to use the occasion to 
expound on the responsibilities an 
future role of the army leadership 
trained since independence. 
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AUSTRALIA 

Prime Minister Bob Hawke has said for 
the first time that Australia recognises In- 
donesia's sovereignty over East Timor and 
regards its people as Indonesian citizens, it 
was reported (79 Aug. ). 


CHINA 

The mayor of the Shenzhen Special Eco- 
nomic Zone would be replaced soon, a well- 
informed official in Peking said (74 Aug.). 


HONGKONG 

The draft constitution for the Basic Law 
Consultative Committee won preliminary 
approval after several “minor amendments” 
(20 Aug. ). 


INDIA . 

Three people died and four were injured 
when a bomb exploded in northern Assam 
(16 Aug. r Moderate Sikh leader Sant Har- 
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chand Singh Longowal was shot dead by Sikh 
extremists in Sherpur village, 120 km from 
Chandigarh. Hundreds of Tibetan refugees 
demonstrated outside the Chinese Embassy 
in New Delhi to protest against 20th anniver- 
sary celebrations of the establishment of 
Tibet as a Chinese autonomous region (20 
Aug.). 


JAPAN 

Prime Minister Yasuhiro Nakasone made 
the first official visit of a post-war prime min- 
ister to the Yakasuni Shrine for the war dead 
(/5 Aug.) The Transport Ministry an- 
nounced plans for a wide-scale internal in- 
vestigation into Japan Air Lines’ manage- 
ment and operations (20 Aug.). 


PACIFIC 

The French Senate adopted an amended 
bill which creates four autonomous regions 
in New Caledonia (20 id Js | 

















The government decided to postpone ir in- 
troduction of the controversial Campus 
Stabilisation Law after facing stiff opposition 
(17 Aug.). One student was sentenced to a 
year in jail and 23 others to 10 days each for 
demonstrating against President Chun Doe 
Hwan (79 Aug.). : 


SRI LANKA | 
Twenty-one people were shot dead by 
troops in the northern town of Vavun 
after militant Tamils tried to blow the 
diers up with a land mine, security service o 
ficers said (76 Aug.). The Tami delegatio 
walked out of peace talks in Thimphu, Bh 
tan, protesting the killings, Tamil leade 
in Madras said (17 Aug.). Tamil separatists 
went on the offensive, calling off a ceasefire 
and hijacking a train (18 Aug.). The peace 
talks were suspended to prepare a new au- 
tonomy proposal (79 Aug.). 





'Suhaini Aznam in Kuala Lumpur 
| n inconclusive coup, two claimants 
"Ato the party president’s post, a 
ninister stripped of his portfolio and a 
hree-month deadline to resolve an 18- 
month party crisis, have thrown the 
trife-torn Malaysian Chinese Associa- 
ion (MCA) into further confusion. In 
he chaos, only one detail emerged as 
ertain — instead of only two camps 
atting for control, the MCA is now 
plit three ways. 
Struggling furiously to stave off a 
hreatened “temporary expulsion” from 
the ruling National Front coalition 
(REVIEW, 22 Aug.), some of MCA act- 
ng. president Datuk Neo Yee Pan's 
utenants, led by the party's acting 
L president, Labour Minister 
Mak Hon Kam, and its secretary- 
eral, Deputy Minister of Finance 
Datuk Tan Tiong Hong, deserted him at 
ith hour and set up their own 
linter group. 





ai 


which removed Neo and declared Mak 
new acting president — just 19 hours 
fore the National Front Supreme 
yuncil meeting was due to decide the 
y's fate. Neo promptly declared the 
ergency meeting invalid, questioning 
existence of a quorum, and main- 
ined that he is still the rightful acting 
esident. | | 
Meanwhile, the original splinter 
oup of former party vice-president 
an Koon Swan refused to be a party to 
latest manoeuvre and did not attend 
e emergency meeting which executed 
the coup — a carbon copy of his own at- 
fempt to take control of the party. 
< The MCA crisis originally erupted in 
“March 1984 when Tan accused Neo of 
padding the party membership register 
to ensure his confirmation as party pre- 
sident at its next election. Two 
emergency meetings, several appeals to 
-the courts and. 18 months later, the crisis 
"remains unresolved. 
Privately, senior National Front 
leaders have confessed that they view 
Neo as the stumbling block to a resolu- 
tion, MCA insiders admitted that, 
knowing this, a small delegation com- 


women's wing chief, youth secretary- 
-general Chew Hock Thye and national 
A organising secretary. Sen. Lim Sean 
Lean flew to Seoul to meet Neo — who 
was on holiday there — in a last-ditch ef- 
fort to persuade him to give up as acting 
president. The mission failed. — 


They then called an emergency. 
ieeting of the party central committee | 





prising Mak, Rosemary Chong as. 





Until then, “National : Front | leaders i 
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had increasingly given serious thought 
to asking the MCA temporarily to quit 
the coalition, preferring this Option to 
entering. a general election ‘with the 
MCA in disarray, said a top official. But 
upon the delegation’s return, the lead- 
ers decided that dropping Neo from his 
post as minister of housing and local 
government would be sufficient. 
Significantly, Neo's termination let- 
ter, effective from 16 August, was 
handed to him hours. before the Na- 
tional Front meeting the following 
morning —- indicating that he would 
have lost his minister's post no matter 
what the outcome of that pivotal meet- 
ing. k 
What looked like another twist sur- 
faced briefly when Neo and Mak sur- 
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In the event, it was Mak who re- 
quested three. months’ grace for the 
party to restore order, failing which the 
MCA would voluntarily leave the Na- 
tional. Front. This saved the National 
Front components, particularly the do- 
minant United Malays National Organi- 
sation (Umno), from accusations of in- 
terference in the internal affairs of its 
partners. 

On a larger racial dimension, it 
would also be too. easy for someone to 
whip up racial sentiments with claims 
that the Malays were telling the Chinese 
who their leaders should be, explained 
Umno sources. Racial equilibrium is a 
sensitive subject in Malaysia where on 
the peninsula alone — where the MCA 
operates — the Chinese are a large 
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prised onlookers by arriving in the same 
car. However, speculation about a hasty 
reconciliation was quashed when they 
reiterated their claims immediately 
after returning to their respective head- 


quarters. 

Ne stressed that he would not suc- 
cumb to pressure from outsiders. By 

dismissing him from the government, 

Prime Minister Datuk Seri Mahathir 

Mohamad risked being seen tacitly to 

back a faction whose claim to legitimacy 


is still being questioned. With two act- 


ing presidents claiming to speak for the 
party, the “situation looks murky,” re- 
marked a Tan aide. At the meeting, 
Mahathir had neatly sidestepped. this 
issue by referring to both as MCA "rep- 
resentatives" without ascribing titles to 
either. or our ae 
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minority at 33% and the indigenous 
Malays a small majority at 55%. 

The National Front is particularly 
anxious not to risk angering the Chinese 
at this point since the push for a resolu- 
tion of the leadership crisis was prompt- 
ed with an eye to a general election, due 
before April 1987. With asenior partner 
split into factions, the government's 
margin of victory would inevitably be 
reduced. As things have turned out, in 
the event of no resolution in three 
months, the "expulsion" then would be 
at the MCA's own initiative. 

. But sceptics both within and outside 
the MCA are now left wondering how 
the long-drawn-out in-fighting can be 
resolved in the time given. Although 
Neo's authority has been diminished, he 
still holds the keys to the MCA head- 
quarters and all party documents. 










































































"T ES Tue — 
|" Mak's group had to feht a hotel suite to 


hold its meetings. 

And on the sidelines, Tan's faction, 
which had at first considered calling for 
a third emergency general meeting as 
one of its contingency plans, is now re- 
thinking its options, wondering whether 
to back Neo or Mak or either for the 
presidency. For Tan — who is abiding 
by an earlier agreement not to contest 
the leadership himself — Neo is the vil- 
lain of the piece and cooperating now 
would lose Tan much credibility. 

In any case, Tan's aides do not trust 
Neo and cooperation would still not 
guarantee access to the much sought- 
after party files. 

But though Tan's faction correctly 
reads Neo's sacking from the cabinet as 
an indication of the national leaders’ 
preference, it finds that supporting Mak 
also presents pitfalls. Mak's claim to the 
post of acting president is still suspect. 
While the MCA constitution requires a 
minimum of 12 central committee mem- 
bers to call an emergency meeting — à 
quorum Mak claims he has — it takes 
two-thirds of the entire committee to 
pass a vote of no confidence in a leader. 
And Mak was not able to call the entire 
committee together on 16 August. 


n any case, no-confidence motions are 

to no avail if a leader does not volun- 
tarily vacate his office. For as long as 
Neo does not, of his own accord, relin- 
quish his party post, nothing short of 
dismi at the hands of the party dis- 
ciplinary committee can remove him. 
That disciplinary committee, however, 
is controlled by the party president of 
the day, in this case, Neo himself. 

Moreover, Mak and his clique are 
now seen as traitors to Neo, and even 
those who oppose Neo are wary of trust- 
ing defectors. Mak's team is further 
tainted by the party-hopping reputation 
of Tan Tiong Hong, credited with Þeing 
its master-mind. He was expelled from 
the MCA in 1973 and joined the rival 
Gerakan party, only to rejoin the MCA 
in 1981 before the last general election. 

Through all this, Mahathir has 
scored points for breaking the impasse 
without inviting racial repercussions, 
and for demonstrating that he was still 
in command of the situation — a shaky 
point as long as expulsion was actually 
being considered. He also avoided the 
debatable risk of the MCA not return- 
ing to the ruling coalition once it step- 
ped out. Although Umno sources dis- 
missed this possibility, several lower- 
level MCA officials argued that there 
was "no reason to return" once you are 
“kicked out.” 

With events fast unfolding and a 
deadline to meet, MCA members are 
being forced to choose a party chief — 
and soon. Already both Neo and Mak 
have called for central committee meet- 
ings in the next few days and very prob- 
ably neither will get a full assembly to- 
gether, o 
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Chun; student rally: rare CONIA se. 
SOUTH KOREA 








. By Shim Jae Hoon in Seoul 
| the face of outraged public opinion 
and all-out opposition fom his politi- 
cal opponents, South Korea’s President 
Chun Doo Hwan has temporarily 
shelved his plan to bring in a Campus 
Stabilisation Law, under which con- 
victed student demonstrators would 
have been sent for up to six months of 
ideological “reorientation” at special 
detention centres. But he has not totally 
abandoned the controversial measure, 
which could re-surface when the national 
assembly convenes on 20 September. 
Compromise has been a rare politi- 
| cal commodity here, but Chun's deci- 
| sion could indicate a new flexibility on 
| the part of the military-backed regime. 
In announcing his decision to shelve the 
proposed legislation on 17 August, two 
days after a lengthy discussion of the 
subject with Lee Min Woo, president of 
the opposition New Korea Democratic 
Party (NKDP), Chun admitted that the 
bill still required national consensus. 
"The campus situation remains serious, 
but not so critical as to require passing 
[the bill] at an extraordinary session of 
the assembly," he declared. He said he 
would delay the bill until there was a 
better understanding of its spirit. 
Chun's surprise move took the heat 
out of plans for a nationwide protest 
movement (REVIEW, 22 Aug.). The 
NKDP quickly cancelled a series of pro- 
vincial rallies against the bill, while a 
group of human-rights activists from 
Protestant churches called off their 
hunger strike in Seoul. It also helped to 
reduce tension on university campuses. 
Observers had been stunned by the 
depth of resentment the bill provoked 
across the country. On 15 August — the 
40th anniversary of Korea's liberation 
from Japan — students and other dissi- 
dents synchronised demonstrations in 
three cities including Seoul. Around 
noon in front of the YMCA building in 
the opposition stronghold of Kwangju, 
where five years ago there was a bloody 









Chun climbs down 


A controversial bill to deal with student demonstrators is shelved 


insurrection, a youth named Hong Kill 
poured petrol over his body and immo- 
lated himself, shouting: "Awake from 
your slumber!" A statement he left be- 
hind said: "Even 40 years after 
[Korea's] liberation, there is no free- 
dom." 

In the nearby city of Chonju, 150 
Presbyterian youths held a noisy dem- 
onstration, smashing the windows of 
local offices of the ruling Democratic 
Justice Party, leading to 14 arrests. Sig- 
nificantly, their protest was echoed by 
the Roman Catholic Church, which has 
hitherto tended to remain outside the 
mainstream of anti-government strug- 
ples. Breaking his long silence on the 

hun regime, Cardinal Stephen 
Souhwan Kim criticised the bill. 

But it was events in Seoul that cap- 
tured most attention: while small 
groups of university students battled 
riot policemen, psychology student Kim 
Myong Won and economics major Oh 
Ki Chun jumped over the 1.2-m-high 
wall of the heavily fortified US Embassy 
building and ran towards the gate of the 
main office with a bottle of petrol anda 
folded US flag. A clash with a US 
marine guard left one student with a 
bloody forehead wound. 

Ironically, the student protesters had 
no notion of the quiet diplomatic moves 
that US Ambassador Richard Walker 
was engaged in behind the scenes to dis- 
courage Chun from pushing the bill. 

In unpublicised meetings with senior 
South Korean officials, Walker lobbied 
vigorously against the bill, arguing that 
its introduction could only make mat- 
ters worse on the campuses. When he 
had apparently failed to persuade the 
regime, he issued an obliquely critical 
statement saying: “Opinions of men are 
not a legitimate subject for rule by civil 
government." This, coupled with - 
another statement from Washington 
highly critical of the bill, apparently 
helped to get the message across. Oo 
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Martyrdom of a moderate 


Longowal pays price for Punjab accord 


By Salamat Ali in New Delhi 
oon after Prime Minister Rajiv 
Gandhi signed the Punjab accord 

with moderate Sikh leader of the Akali 
Dal party, Sant Harchand Singh Lon- 
gowal, on 23 July, India’s widely syndi- 
cated columnist Khushwant Singh 
wrote that as soon as the signing was 
over, the premier took off his bullet- 
proof vest and gave it to Longowal say- 
ing: “I do not need it after the accord 
but you need it now.” 

Within a month of the signing, Khu- 
shwant Singh’s jest was no longer a 
joke, with Longowal cut down by ter- 
rorists’ bullets while addressing a con- 
gregation at Sherpur village near San- 

rur, about 200 km northwest of New 
elhi, on 20 August. The gunmen had 
once more — at least temporarily — de- 
stroyed the feeling of normalcy induced 
by the Punjab accord and the announce- 

ment of state elections to be held on 22 

September. 

Hearing of the assassination, Gandhi 
held an emergency meeting of his 
cabinet and put the army on the alert. 
Describing the murder as a tragedy not 


HONGKONG 


only for Punjab but the whole of India, 
he appealed for the preservation of na- 
tional unity and inter-communal 
brotherhood. Almost all political par- 
ties echoed his sentiments. 

Ironically, the assassination came 
within hours of Longowal’s estranged 
lieutenants, Gurcharan Singh Tohra 
and Parkash Singh Badal, reaffirming 
their faith in his leadership. He assigned 
them to open negotiations formally 
with the rival and more militant United 
Akali Dal led by the late Sant Jarnail 
Singh Bhindranwale's father, Joginder 
Singh, to forge a united Sikh alliance for 
the forthcoming elections to the Punjab 
legislature as well as to the still-vacant 
Punjab seats in the Indian Parliament. 

These two lieutenants had been sulk- 
ing since the signing of the accord and, 
though they had avoided joining the 
campaign against the agreement, had 
left none in doubt as to their serious re- 
servations. The risk Longowal had run 
by signing the accord had become clear 
on the day following the signing. Milit- 
ant Sikh youths opposing the agreement 


Some are more equal 


The selection of basic-law representatives causes alarm 


By Emily Lau in Hongkong 


a drafting of the Hongkong Special 
Administrative Region Basic Law, a 
mini-constitution for the territory when 
it reverts to Chinese sovereignty in 
1997, has stirred up considerable con- 
troversy even before the actual drafting 
begins. 

The appointment by Peking of 23 
Hongkong members — mainly promi- 
nent businessmen and establishment 
figures — to the 59-member Basic Law 
Drafting Committee (BLDC) without 
adequate local consultation was greeted 
with alarm and dismay in some quar- 
ters. The other 36 are from China. 

Now the method for selecting the 
Basic Law Consultative Committee 
(BLCC), designed to collect and collate 
Hongkong public opinion, has also 
come under fire. The chief concern is 
that the BLCC should consist of real 
Hongkong representatives and that the 
whole consultation process should not 
be dominated by the BLDC. 

A BLCC draft constitution prepared 
by six BLDC members was provision- 
ally accepted by the full BLDC in Hong- 
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kong on 20 August, and will be finally 
approved at their next meeting on 7 
September. The most controversial part 
of the draft is the selection method. It is 
proposed that this will be done by 
“democratic consultation,” recommen- 
dation and invitation. 

One BLDC member, lawyer Liu 
Yiu-chu, objected to the phrase “demo- 
cratic consultation,” because she said it 
smacks of the kind of procedure being 








Gandhi: army alert. 


as a sell-out of Sikh aspirations had 
raised the slogan, “Sikh qaom dey tin 
ghaddar — Balwant, Barnala, Lon- 
gowal" (“Three traitors to the Sikh peo- 
xe — Balwant, Barnala, Longowal"). 
Balwant Singh and Surjeet Singh Bar- 
nala were the two lieutenants Longowal 
had taken to New Delhi to sign the 
agreement with him. 

Indian President Zail Singh was not 
just mouthing a cliche when he stated 
that Longowal's slaying had left-a void 
that would be difficult to fill. Tradition- 
ally, the Akali Dal has been more of a 
herd than a solid political organisation 
and its leadership has been assumed 
only by those who have proved them- 


used in China, has special historical, 
ideological and political background 
and is not suitable for Hongkong. In 
short, it has come to mean a powerful 
communist party "consulting" smaller 
groups, but always having the final say. 

Another BLDC member who wish- 
ed not to be named told the REVIEW the 
selection methods were too vague and 
could be open to different interpreta- 
tions. He said it appeared the majority 
of the BLDC would like to be able to 
veto nominations by political or profes- 
sional groups. They were not in favour 
of including election as one option be- 
cause the BLDC would be bound to ac- 
cept whatever representatives the elec- 
tions throw up. 

This member said he would push for 
unqualified acceptance of nominated or 
elected representatives from designated 
groups and would ask for the selection 
method to be stated clearly in the con- 
stitution. 

It is understood the meeting failed to 
agree on one point regarding the major- 
ity needed to amend the BLCC con- 
stitution. According to the draft, 75% 
of all BLCC members would be needed, 
but some members felt that 75% of 
those present would be sufficient. The 
meeting decided to publish the draft 
constitution but refused to designate 
any further consultation period. 

One source said this was because 
they did not wish to be seen to be giving 
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Longowal: accord destroyed by bullets. 


selves more militant than others in pur- 
suit of the Sikh cause. 


ongowal, a rustic village preacher, 

first rose to prominence during the 
infamous era of the Emergency when, 
during an agitation, he and most of the 
other party leaders were jailed. Finally, 
elected to the Akali Dal presidency on 
19 August 1980, he ousted Jagdev Singh 
Talwandi and between then and the 
signing of the agreement five years later 
he always upstaged Talwandi in mili- 
tancy. 

Talwandi is now in the United Akali 
Dal.as are several defectors from Lon- 
gowal's party, who had left following 


in to public pressure. But as a face-sav- 
ing gesture, one of the BLDC vice- 
chairmen, shipping magnate Sir Yue- 
kong Pao, said the Hongkong people 
were free to comment on it, and a final 
decision would not be taken until the 
next meeting. 

The BLDC members' obvious reluc- 
tance to concede wide consultation 
seemed to demonstrate that they have 
learned nothing from the recent con- 
troversy over the Hongkong Govern- 
ment's proposed Legislative Council 
Powers and Privileges Bill which ran 
into such stiff opposition that it had to 
be drastically amended. It is doubly sur- 
prising that executive and legislative 
councillor Maria Tam, who headed an 
ad hoc group to scrutinise the powers 
bill and later agreed to the amend- 
ments, did not seem to have communi- 
cated the traumatic experience to her 
BLDC colleagues. 

Another controversial proposal in 
the draft constitution was that the future 
executive committee of the BLCC — 
which will have 15-19 members — will 
be selected by "democratic consulta- 
tion" between the BLDC and BLCC 
members. Critics say this amounts to 
the BLDC interfering with the internal 
operations of the BLCC and seriously 
undermines its “unofficial” autono- 
mous status. 

On the eve of the BLDC meeting, 15 
political groups and trade unions called 
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the Indian Army assault on the Golden 
Temple in June 1984, during which Lon- 
gowal was seized and held until March 
this year. 

Before being commissioned to 
negotiate with the United Akali Dal, 
Badal and Tohra had met Joginder 
Singh to explore the possibility of put- 
ting up joint candidates in the forthcom- 
ing elections. But the elections must 
now take a secondary place in the Sikh 
order of priorities, for they have to find 
a new leader. Balwant Singh or Barnala 
are unlikely to be the choice and it is 
doubtful if either of them would like to 
step into Longowal's shoes and be in the 
firing line. Badal and Tohra were ig- 


on it to allow three weeks for public com- 
ment before producing the final draft 
and to explain to the public why certain 
suggestions had been rejected. They said 
the drafting of the basic law was seen as 
à dry run for the concept of "Hongkong 
run by Hongkong people," so the pro- 
cess must include full consultation. 
They warned that the lack of public 
consultation would seriously weaken 
the Hongkong people's confidence in 
the “one country, two systems" concept 
and might cast doubt on Peking's prom- 
ise to permit self-administration in 


Hongkong. 

The litical groups have also 
suggested that election should be in- 
cluded in the constitution as one of the 


ways for selecting BLCC members. 
They have called a conference of all the 





nored by the district chiefs of Akali Dal 
and its other office bearers when at the 
last extended meeting of the party 
leadership they expressed their reserva- 
tions on the accord with New Delhi. 

However, should Badal or Tohra be 
elected party leader, it would be some 
time before either of them began 
preaching Longowal's — post-accord 
moderation. The other alternative, 
which would be even worse from New 
Delhi's point of view, could be the 
merger of the two Akali Dals that would 
signify a return to extremism on a much 
larger scale. 

Announcing the September elec- 
tions, Gandhi had taken a big gamble, 
for ignoring the advice of Longowal he 
decided to take a plunge before the pub- 
lic mood in Punjab was reconciled to the 
idea of the accord. Now there must be a 
strong possibility that he will call them 
Off and seek an amendment of the con- 
stitution for a further extension of New 
Delhi's direct rule beyond 6 October. 

But should he decide to go ahead 
with the elections, with the Sikhs — who 
constitute more than 60% of the state's 
population — in total disarray, his Con- 
gress party would almost certainly win, 
despite whatever bloodshed there might 
be in the process. That would only 
strengthen the extremists argument 
that it is not possible fonthe Sikhs to at- 
tain anything through the electoral pro- 
cess. 


political groups to elect representatives 
to the BLCC and have adamantly re- 
jected appointment by the BLDC. 

These groups fully appreciate that it 
is not possible to elect all BLCC mem- 
bers..Even so, their request that elec- 
tion be included in the constitution as 
one of several options was rejected. The 
refusal to make even a small concession 
at this early stage of the drafting process 
does not bode well for the next five 
years, when more contentious subjects 
are bound to come up. 

Some political groups were particu- 
larly critical of the performance of 
BLDC member Szeto Wah, a leading 
trade unionist and outspoken grassroots 
spokesman. When he was first ap- 
pointed to the BLDC, Szeto insisted 
that the BLCC should consist of repre- 
sentatives elected by different groups. 
But since that idea was not well received 
within the BLDC, Szeto seemed to 
have abandoned the fight. He even told 
the political groups not to try too hard to 
get into the BLCC because it would 
probably not be a very effective body. 

Szeto denied that he had changed his 
convictions, but said there was not too 
much point in pushing when the major- 
ity of the BLDC was against him. The 
Szeto experience may have convinced 
the grassroot organisations not to rely 
on their token representative in the 
BLDC but to keep up the pressure from 
the outside. oO 
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Grappling for peace 


Suspended talks on the Tamil question are likely to resume 


By Manik de Silva in Colombo 


ndian Foreign Secretary Romesh 

Bhandari returned to New Delhi 
from Bhutan's capital, Thimphu, on 20 
August after succeeding in keeping 
alive peace talks between the Sri Lanka 
Government and Tamil separatists 
which had been in danger of total col- 
lapse. 

As Bhandari was leaving Bhutan, 
Colombo had said the talks were “tem- 
porarily suspended in order to evolve 
new ideas and formulations," and 
hardline Tamil guerillas had claimed 
that the peace search had been aban- 
doned. However, signs were that the 
talks would resume, possibly on 22 
August, Colombo-based diplomats 
said. 

A statement from Sri Lanka Presi- 
dent Junius Jayewardene’s office cre- 
dited Bhandari with salvaging the talks 
and said that leaders of the Tamil 
guerilla groups who had kept aloof from 
the peace process would be in Thimphu 
when the talks resumed. Colombo also 
said that both sides would try to observe 
the 18 June ceasefire which made the 
peace talks possible. Violations had led 
to the loss of many lives, and both Co- 
lombo and the guerillas have angrily ac- 
cused each other of responsibility for 
the killings. 

The clearest signal that the talks 
would continue was the fact that the Sri 
Lanka Government delegation and rep- 
resentatives of the Tamil United Liber- 
ation Front, the major Tamil political 
party, were staying on in Thimphu. So 
were representatives of some of the five 
major Tamil rebel groups participating in 
the talks. However, the Liberation Tigers 
of Tamil Eelam, considered by many 
observers as the most uncompromis- 
ing of the guerilla groups, pulled both its 
representatives out of Thimphu. It is ex- 
pected that India will have to apply con- 
siderable pressure to bring this group, 
the oldest and perhaps the most militar- 
ily effective among the militants, back 
to the negotiating table. 

Before the Tamil groups walked out 
of the conference room on 17 August, 
charging government troops with 

enocide, it was clear that the two sides 

ad not found any common meeting 
point from which to negotiate. 
Colombo had rejected three Tamil 
negotiating principles demanding rec- 
ognition for a distinct Tamil nationality, 
an identified Tamil homeland amd th 
right of Tamil self-determination — 
amounting to a separate state for the 
Tamils. 

Hector Jayewardene, President 
Jayewardene’s lawyer brother who led 
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the government delegation, said these 
principles were unacceptable as they 
constituted a negation of, the sovereign- 
ty and territorial integrity of Sri Lanka 
and were inimical to the interests of sev- 
eral of the island's ethnic and religious 
communities. Javewardene said that a 
fourth principle expressed, that Indian 
Tamils living in Sri Lanka be granted 
full citizenship if they did not already 
have it, was not a matter for the Thim- 
phu talks. He made clear that Colombo 
did not acknowledge the right or status 
of the groups present in Thimphu to 
speak for the Indian Tamils — people of 
recent Indian origin who had their 
own accredited representatives with 
whom Colombo had already reached 
"certain understandings.” 





olombo, which presented a devolu- 

tion formula similar to what had 
emerged from a national political party 
round-table discussion last year, was 
keen that the Tamils themselves pre- 
sent their own proposals so that nego- 
tiations could proceed from that basis. 
The Tamils, who regard Colombo's 
offer as inadequate, have remained 
unwilling to move from their three prin- 
ciples to concrete suggestions and have, 
since the recess of the talks, indicated 
that new negotiations could begin only 
if Colombo presents fresh proposals be- 
forehand. 
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Some diplomats said that Bhandari 
had suggested that Colombo make 
roposals based on those suggested by 
3 Thondeman, a member of Jayewar- 
dene's cabinet and leader of Sri Lanka's 
Indian Tamil community, to the politi- 
cal party round-table. Thondaman's 
proposals broadly envisage regional 
autonomy for the country's northeast 
with safeguards for minorities there. 
Under this scheme, some sensitive sub- 
jects such as internal law and order and 
land policy would rest with regional 
councils. 

At a news conference on 18 August, 
the day after the Tamil walkout from 
the Thimphu talks, Information Minis- 
ter Anandatissa de Alwis accused the 
Tamils of starting rumours of alleged 
mass killings of civilians by government 
forces to break off the Thimphu talks. 
"The true position is that since the com- 
mencement of the ceasefire, there have 
in fact been repeated violations by the 
Tamil terrorists amounting to 603 in 
number, including 114 killings, 87 ab- 
ductions and more than 300 armed rob- 
beries," he charged. He said that Co- 
lombo had detailed these at Thimphu, 
and attempts to refute them were “total- 
ly unconvincing.” 

The Tamils seized on a 16 August in- 
cident at Vavuniya, a northern district 
in which both Sinhalese and Tamils live, 
as the major provocation for their walk- 
out of the Thimphu talks. The govern- 
ment said the incident was triggered 
when a land mine placed by the guerillas 
exploded as a military patrol ap- 
proached their camp. Although no sol- 
diers were killed or injured in this blast, 
a shoot-out followed during which at 
least 21 civilians — including women 
and children — died. Independent ob- 


servers agreed that the troops, under 


provocation, had acted excessively. But 
there was strong suspicion that a delib- 


Serate effort had been made to bait the 


soldiers and provoke what some sources 
said was the desired reaction. 

Colombo flatly denied another 
Tamil charge that government troops 
had massacred 250 people in eastern 
Trincomalee district, which the Tamils 
added to the Vavuniya incident as jus- 
tification for their walkout in Thimphu. 
Independent observers said 13 people 
had been killed in this incident when a 
mine exploded under a military vehicle 
and the troops retaliated. 

The government has said a large 
number of Sinhalese in the Vavuniya 
and Trincomalee districts have been 
killed recently by the rebels who have 
been trying to clear Sinhalese settlers 
from the districts which the guerillas 
claim as part of the Tamil homeland. 
About 40 Sinhalese fishermen, fleeing 
to safety, were allegedly abducted and 
set on fire, de Alwis said. The govern- 
ment asked the media to play down 
the incident, fearing an anti-Tamil back- 
lash in the predominantly Sinhalese 
south. Oo 
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Hanoi's friendly noises 


Indochinese foreign ministers soften position on Cambodia 


By Paul Quinn-Judge in Bangkok 


ietnam's timetable for solving the 

Cambodia problem took on more 
shape at the 15-16 August Indochina 
foreign ministers’ meeting in Phnom 
Penh. The meeting's final communique 
made friendly sounding noises towards 
the US, China and at least some mem- 
bers of Asean, but most strikingly it an- 
nounced that Vietnamese forces will 
"conclude their withdrawal" from Cam- 
bodia by 1990. 

This is the second date that the Viet- 
namese and their Cambodian allies, the 
People's Republic of Kampuchea 
(PRK), have mentioned this year in 
connection with Cambodia. During his 
visit to Vietnam in March, Australian 
Foreign Minister Bill Hayden was told 
that by 1987 Hanoi and the PRK would 
consider the Cambodian situation nor- 
malised. In other words, the Vietnam- 
ese intended to break the military 
strength of the anti- Vietnamese tripar- 
tite Democratic Kampuchea coalition 
government by then. 

The announcement of the 1990 pull- 
out indicates greater confidence on the 
part of both Hanoi and Phnom Penh. It 
does not mean that either government is 

repared to compromise on the core 
issue: the continued dominance by 
Heng Samrin's Khmer People's Revolu- 
tionary Party of any Phnom Penh gov- 
'rnment. Hanoi's ultimate objective in 
Cambodia has always been political 
control of the country. A large military 
presence is a means to this end, not an 
end in itself. 

However, Hanoi is unlikely to pull 
out all its troops in 1990, even if it has 
defeated the coalition. Laos, with a 
military structure that is better de- 
veloped and more experienced than the 
PRK's, still has a Vietnamese military 
presence, usually estimated at 40- 
50,000 men. 

The latest declaration reinforces the 
probability that the next few dry seasons 
in Cambodia will witness large-scale 
military operations, as the Vietnamese 
and PRK go all out to destroy coalition 
forces. Likewise, the coalition will have 
to provide its Chinese, Asean and US 
backers with tangible proof of its mili- 
tary viability. 

The foreign ministers’ communique 
also declared that the three Indochinese 
countries consider Malaysia’s proposal 
for proximity talks — negotiations be- 
tween Phnom Penh and at least the two 
non-communist coalition factions car- 
ried out through an intermediary — “an 
initiative that deserves examination.” 
Phnom Penh, the communique said, 
was willing to open talks “with various 
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Khmer opposition groups or individ- 
uals.” 

At a press conference immediately 
after the Phnom Penh meeting, PRK 
Premier and Foreign Minister Hun Sen 
reiterated his government's willingness 
to talk to the two senior non-communist 
leaders of the coalition — Son Sann and 
Prince Norodom Sihanouk — providing 
they abandon the communist Khmer 
Rouge, which is held responsible for the 
deaths of millions of Cambodians be- 
tween 1975 and 1979 when it ruled the 
country. 

When the Malaysian version of pro- 
ximity talks was broached earlier this 
year, it was not greeted with great en- 
thusiasm by some of the key figures in 
the Cambodia situa- 
tion. A Chinese offi- *| Gg" 


cial suggested bluntly 
that alaysia was 
simply trying to 


"wriggle out" of the 
Cambodia problem. 
A modification of the 
idea proposed by 
Asean foreign minis- 
ters in July — sub- 
stituting Vietnam for 
the PRK — was de- 
nounced by Vietnam 
as a "trick." 

Phnom Penh's will- 
ingness to talk to 
Sihanouk or Son Sann 
does not denote any 
new-found  concilia- 
tion on the part of 
either Vietnam or the 
PRK. Hanoi has long been keen to en- 
tice Sihanouk out of the coalition. The 
Vietnamese leadership is well aware of 
Sihanouk's continued influence among 
ordinary Cambodians. Vietnamese 
security cadres in Cambodia have in the 
past talked openly about the problems 
this causes them. 
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Sihanouk; Thach: symbolic position. 


he PRK has been less excited at hav- 

ing the prince join it, but now seems 
to have accepted the idea. Phnom Penh 
would probably be quite happy to give 
either Sihanouk or Son Sann high- 
sounding government positions if this 
speeded up the disintegration of the co- 
alition. But like the position of state 
counsellor granted to a figure rather 
similar to Sihanouk, Laos’ Prince 
Souvanna Phouma, the position would 
probably be purely symbolic, 

Vietnamese Foreign Minister 
Nguyen Co Thach was expected to raise 
these issues with his Indonesian coun- 
terpart, Mochtar Kusumaatmadja, 
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when they met in Jakarta on 21 August. 


Mochtar is Asean's designated inter- 
locutor with the Indochinese nations on 
the Cambodia problem. 

Thach will probably also discuss 
Hanoi's recently announced readiness 
to clear up the issue of US servicemen 
still listed by Washington as missing in 
action (MIA) in Indochina. Mochtar 
has been trying to defuse the Cambodia 
issue by encouraging Vietnam and the 
US to normalise relations. Hanoi is ap- 
parently keen on the idea. Washington 
is cool, 

A US delegation led by Assistant 
Secretary of Defence Richard Armitage 
and including Assistant Secretary of 
State Paul Wolfowitz is scheduled to be 
in Hanoi on 28-29 August, but the US 
Government has said that the delega- 
tion will be focusing exclusively on the 
MIA and PoW issues. 

Peking is also likely to be unmoved 
by a call for normalisation talks between 
China and Vietnam. While the Phnom 
Penh meeting was going on, the official 
Chinese newsagency Xinhua published 





a commentary attacking Vietnamese 
policy over Cambodia. 

On 19 August, Vietnamese Ambas- 
sador to Thailand Tran Quang Co 
warned Bangkok about the “danger” of 
allowing Cambodian resistance sanctu- 
aries to exist on its soil. Co made the 
statement at a press conference only a 
day after Vietnamese gunners lobbed 
four 105 mm artillery shells and four 
120 mm mortar rounds onto Klong Yai, 
a bustling Thai fishing port on the pen- 
cil-thin Trat salient. Three civilians 
were killed and seven others were 
wounded in one of the attacks. 

Speaking on nationwide TV the 
same day, "rhai army deputy chief of 
staff Lieut-Gen. Chaovalit Yongchaiyut 
said Thailand was prepared for all even- 
tualities along the border, including an 
offensive capability to strike at the Viet- 
namese inside Cambodia. He appeared 
to be responding to recent expressions 
of concern over Thailand's military 
strategy on the frontier. u 
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Some people are already 7 
well acquainted with 


Australia’s offshore expertise. - g 





A competitive spirit. 

Inlate September 1983 the eyes 
of the world focused on Newport, 
Rhode Island, where the unthinkable 
was about to happen. 


After 123 years, America was 
to relinquish the blue riband of 12 
metre yacht racing. 


In a sport that owes as much to 
high finance and technology as to 
dedication and skill, Australia won 
the America’s Cup. 


If this was to become world 
news, then another Australian 
achievement was to create just as 
many waves in the financial world. 


The Commonwealth Bank of 
Australia had just been awarded a 
coveted Aaa + AAA long term 
credit rating, the highest available. 

An international perspective. 

To put this into perspective, of 
the top 500 banks in the world, a 
mere handful have ever achieved a 
triple-A credit rating. 

Of course, ongoing affirmation 
of a bank's financial strength is 
dependent on its ability to maintain 
performance. 

In this regard, the last four of the 
Commonwealth Bank's bond issues 
have been rated triple-A by both 
Standard & Poors, and Moody's 
Investor Services Inc. 


Leaders in technology. 


This year sees new consortia 


from many nations searching for the 
financial and technological resources 
which could give them the edge in 
the forthcoming defence of the 
America's Cup. 

And this year Australia has 
already seen one breakthrough from 
the Commonwealth Bank. 


Simply, our local customers can 
do their banking from home. 

Everything from paying bills to 
making travel enquiries. 

They can monitor the money 
markets, view statements, transfer 
funds and balance accounts, using 
their own telephone, TV set, and a 
small keyboard. 


Very few banks operating in 
the international market have the 
technology necessary to facilitate 
this service. 


(Remember, too, that in doing 
this the Commonwealth has had to 
overcome Australia's vast distances 
and communication problems.) 


Onshore experience. 


In fact, you could argue that it's 
the very size and complexity of 
Australia’s own banking needs that 
makes the Commonwealth such 
a viable option for overseas clients. 

Our local experience ranges 
from the urban market: from finance 
and investment, through our 
manufacturing and service industry 
clients, out to the vast rural sector 
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and highly specialised needs of the 
mining community. 

It's the sort of local knowledge 
denied many other nations, and 
this means we can staff our overseas 
offices with experts who have an 
everyday working experience of the 
problems and opportunities faced 
by many of our clients. 


Offshore strength. 


This combination of diverse 
expertise, proven technology and 
financial power, backed by the more 
traditional virtues of security and 
discretion have become increasingly 
attractive to potential overseas 
customers. 


To this end, we have recently 
opened a representative office in 


Frankfurt to further expand our 


'offshore' presence. 


It joins our other overseas 
Commonwealth Bank offices in 
both offering and arranging intro- 
ductions to a complete range of 
major financial services. 


Proving that Australia’s offshore 
strength isn't confined to eleven 
yachtsmen. 


For further information, please 
contact your local Commonwealth 
Bank representative office. 


COMMONWEALTH BANK 


OF AUSTRALIA. 





CB 624 


Sydney: Tel. 61 (2) 238 3155. Telex 20345. New York: Tel. 1 (212) 599 1000. Telex 238550. Los Angeles: Tel. 1 (213) 689 4702. Telex 4720573. London: Tel. 44 (1) 6000822. Telex 883864. 
Frankfurt: Tel. 49 (69) 29 0166. Telex 6997284. Tokyo: Tel. 81(3) 2137311. Telex 28167. Hong Kong: Tel. 852(5) 286441. Telex 60466. Singapore: Tel. 65 224 3877. Telex 20920. 


James N. Hart, 

Export Manager, 

Wallace and Tiernan Pty Ltd. Sydney. 
Flew 70,000 kms in 1984. 


Abudhabi € Amsterdam € Bangkok € Darwin € Denpasar € Frankfurt € Hong Kong @ Jakarta € Jeddah € Kota Kinabalu € Kuala Lumpur € London € Mani 
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tsa winner. A real gem. 
Garuda have really done their 
homework on their new 
Executive Class.” 





aruda has provided the 
traveller with a business 
class that really does cater 
to his needs. 


In every way, Garuda's 
new Executive Class puts the 
businessman first. 





Upon boarding, passengers 
are escorted to their seats in the nose 
of the aircraft. This section, 
previously reserved for first class 
passengers, combines à spacious 
environment with a 
secluded, intimate 
atmosphere. a 


GARUDA 








EXECUTIVE 
letter paper, and colourful postcards — ( TASS m 
to keep you in touch with loved ones E 


left behind. 
Of course, cocktails and 
drinks are complimentary 









9 throughout the flight, as 
are the specially chosen 
T wines. 
e T There is a 
= \ <=, choice of 2 menus, 


Asian or European, 
each dish prepared to 
seduce the most discerning 
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The unique location 


> 
allows greater freedom of palate. 
movement and provides wider, No airline has 
deep-cushion easy- understood and 
seats. The perfect New Garuda up-front fulfilled executives’ 
combination for a Executive Seating needs better than 
comfortable flight. Garuda. 

But it is Garuda’s new 
Garuda's exclusive Executive Class is the 
services that truly set — — jc. beginning of a new era 
their Executive Class iE s: of business travel. 
apart. IEEE 


ssa? 
To facilitate —— 
the ‘working’ 
passenger, Garuda 
provides a stationery 


portfolio with desk pad, 


all uda Where executives come first. 


indonesian airvvays 








e Melbourne € Paris € Penang € Perth € Port Hedland € Rome € Singapore € Sydney € Tokyo € Zurich 
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Above; The NASA-specification Nikon F3 (astronaut's right shoulder) 


NIKON'S THE ONE 


The most famous name in cameras. Out in space, or out in the i 

garden. Nikon's the one. ' 
And for fully automatic snapshots, the Nikon L35AF is the one. = MES 

Everything is automatic. So all you do is point and shoot. Pop-up | " Nikon A 

flash, film advance, and more — all are fully automatic. T 
Next trip take along your Nikon. So no matter 


how far you're going, you'll have 135 AF] 


some down-to-earth pictures to Nikon 
No one takes care of all your photographic needs like Nikon. 


_—, 






show your friends. 


NIPPON KOGAKU K.K. Fuji Bidg., 2-3, Marunouchi 3-chome, Chiyoda-ku, Tokyo 100, Japan 





TRAVELLER'S TALES 


€ THE door that keeps Kim Il Sung's 
Hermit Kingdom of North Korea large- 
ly sealed off from the non-socialist 
world swung slightly ajar recently. Some 
interesting reports resulted, though lit- 
tle new or surprising was revealed to the 
foreign pressmen. The series of articles 
by John F. Burns as reprinted in the /n- 
ternational Herald Tribune did not gain 
by the following illustration: 





A ew of eee Preig, «diy tui ly ras i 1953 bra the Keri War endo 
The photograph shows a Hongkong 
Street, near the Happy Valley 
racecourse. 
è HONGKONG was also the victim of 
a case of mistaken identity by a British 
firm, the Britannia Japan Dollar Per- 
formance Fund, which illustrated its 
first annual report and accounts with a 
Hongkong street scene: 








for Ajinomoto 


Perhaps it was the 
on the tram which threw'them, but like 
Peter Laverick, whó spotted the mis- 
take, | hope the fund's Managers know 
exactly where they'repertorming. 

è THE Island Line extension to Hong- 
kong's underground railway, running 
east-west along the northern corridor 
of Hongkong Island, was inaugu- 
rated, and the occasion was marked by a 
press release put out by one of the con- 
tractors. The French firm Compagnie 
de Signaux et d'Entreprises Electriques 
proudly announced that it had installed 
the central control system for the line 
which "extends over 12.5 km with 14 
stations and is situated on Kowloon Is- 
land which is the international business 
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centre." I trust that a bunch n MINE 
engineers are not still burrowing 
tractedly into China. 

e EVERYONE knows that Australia 
boasts some remarkable flora and 
fauna, but recently the newspapers have 
been enlivened by reports of 
phenomena outlandish even by Oz 
standards. We had flocks of cockatoos 
destroying housing, a plague of 
fieldmice, kangaroos attacking picknic- 
kers and now comes an outbreak of huge 
toads which eat anything in their path, 
including lighted cigarettes. 

Some of the human mammals be- 
have curiously. There was the one-leg- 
ged criminal who got out of an escape- 
proof jail and spent weeks on the run — 
or, rather, on the hop. Now John Whe- 
lan reckons that a bunch of sub-editors 
on the Sydney Morning Herald are de- 
termined to commandeer these col- 
umns. He sends two consecutive “News 


in Brief" efforts that appeared on 22 
May: 


Dead man was 


wired to socket 


A post mortem will be held 
after the bizarre death of a man 
in Broken Hill yesterday. He was 
found with his wrists cut, electric 
wiring wrapped round his fin- 
gers and plugged into a power 
point, and with 50 empty tablet 
containers beside him. Police 
said they did not know what had 
killed Keith Alan McIntosh, 41. 


Youth hanged 
‘accidentally’ 


Brian Mauro, 19, had hanged 
himself in his cell at Long Bay 
"not with the intention of taking 
his own life, but accidentally" 
when the stool slipped from 
underneath him, Sergeant Roy 
Sims, told the Glebe Coroner's 
Court yesterday. The coroner, 
Mr Ron Gentle, found that the 
youth had died from hanging. 





€ BRITAIN has just passed into law a 
dangerous piece of legislation which 

makes it an offence for men to solicit 
women s favours from a car or after just 
getting out from a car (lots.af room for 
spiteful accusations there). But in Aus- 
tralia, the boot is on the other foot — or 
so it would appear from à ticket sup- 
plied by Dr S. W. Dyer of Downer (fine 
name for an Oz suburb that), Can- 
berra: 


HOOKER CAR PARKS 


71 YORK STREET 
SYDNEY 








ity OF 








Bast Asian SDéreéh Davies 
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outh- 
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Agog doctor remarks: “On 
evidence of the ticket it appears that 
the Australian economy is so large that 
it can suppport commercial enterprises 
targeted directly to quite specific mar- 
ket sectors, and the use of the plural cer- 
tainly implies that the service sector 
identified can support more than one es- 
tablishment." 

€ TWO travellers on the West Coast of 
the US, Ted James and Michael 
Launius, were both amused by a new 
variety of toilet paper which they sus- 
pect was named by an Australian: 








FACIAL QUALITY TISSUE 


500 2-PLY SHEETS * 70.3 SQ. FT. 
(45x451N.) © 65M? (114 x 114 MM) 
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Without going into the question of 
why a toilet paper needs to be of "facial 
quality," the makers would probably 
find a ready market in Oz, for obvious 
reasons. Still, it's probably better 
named than this brand, purchased in 
China by Marguerita —— 
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| Green Bamboo 


SUPER GRADE 
HYGIENIC SOFT 
MOST TENACIOUS & ABSORBENT 






Not that tenacity is a property | look 
for in toilet paper. 
€ APACKET of peanuts purchasedon 
a Tokyo street was labelled: 





the US: 


That’ s even funnier in 
there it means that the contents were 
chosen by homosexuals and lunatics. 
And the illustration, of one fellow post- 
uring and the other up a tree, seems to 
fit this interpretation. 
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Cruiser visit hardens Gorbachov's assertive Asia stance 


By Richard Nations 


he 13 August visit to North Korea 

by Soviet First Deputy Premier 
Geydar Aliyev — dramatised by an un- 
precedented Soviet naval call at a North 
Korean port — demonstrates Moscow's 
determination to sharpen the edge of its 
Asian policy by revitalising its long-neg- 
lected, 24-year-old alliance with North 
Korea. 

Aliyev went to Pyongyang ostensibly 
to celebrate the 40th anniversary of 
Korea's liberation from Japanese colo- 
nial rule and Tokyo's defeat in World 
War II. At the same time, Aliyev — the 
highest-ranking official to visit Pyong- 
yang in five years — seized the occasion 
to denounce the "notorious Pacific doc- 
trine" of the administration of US Presi- 
dent Ronald Reagan and demonstrate 
a new hardline response to it. 

In a wide-ranging two-hour speech at 
the Eight February House of Culture in 
Pyongyang, the Soviet deputy premier 
attacked "Japan's re-militarisation" as 
the key element in US plans “to cobble 
together a Washington-Tokyo-Seoul 
militarist alliance.” And without di- 
rectly mentioning China, Aliyev issued 
a warning directed at Peking not to get 
entangled in Washington's strategic 
schemes. “Ever new countries," Aliyev 
said, “are being drawn into the US mili- 
tary-political strategy [to consolidate] 
the anti-Soviet, anti-socialist ‘Eastern 
Front." 

The massive size of the Aliyev mis- 
sion — comprising 23 separate govern- 
ment delegations, high-ranking mili- 
tary officials, and totalling hundreds of 
visitors — was a signal that upgrading 
relations with North Korea is one op- 
tion in Moscow's strategic competition 
with, Washington in the western Pacific. 
The Soviets used a similar World War II 
celebration — the 9 May 40th anniver- 
sary defeat of Nazi Germany — to begin 
deliveries of MiG23s, long coveted by 
North Korean President Kim Il Sung 
but denied by Moscow. 

Moreover, Aliyev was accompanied 
by First Deputy Minister of Defence 
Marshal Vasiliy Petrov, the most senior 
Soviet military official to visit Pyong- 
yang since the early 1970s, when Mos- 
cow — wary that the mercurial Kim 
might drag it into an unwanted con- 
frontation with the US on the Korean 
peninsula — apparently took the deci- 
sion to deny North Korean modern 
Soviet arms, 

Petrov's talks with North Korean 
Defence Minister and armed forces 
chief O Jin U on 14 August were 
another clear signal that further steps to 
upgrade Soviet-North Korean military 
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cooperation are on the agenda. Accord- 
ing to US Defence Department sources, 
Pyongyang has already received 18 of a 
total commitment of “around 40" 
MiG23s. The same sources also say 
there are indications that Moscow also 
intends to supply surface-to-air missiles 
(SAMs), addressing another long- 


standing deficiency in North Korean de- 
fences. 

Many observers put the new moves 
towards North Korea down to new 
Gorbachov, 


Soviet leader Mikhail 
whom analysts be- 
lieve was in effective 
control of the Soviet 
government for sev- 


Soviet destroyer; Aliyev: dramatic edge. 


eral months before he assumed formal 
power in March. “Gorbachov seems to 
be much more assertive than previous 
Soviet leaders and eager to make up for 
lost time by addressing [the US] chal- 
lenge in the East,” commented Masashi 
Nishihara, a Japanese security analyst 
at the Tokyo-based Research Institute 
for Peace and Security. 


ome US analysts agree. “Not only 

has Gorbachov reversed [the late 
Soviet leader Leonid] Brezhnev's em- 
bargo on upgrading Kim's armed forces,” 
commented analyst Jonathan Pollack of 
the US-based Rand Corporation think- 
tank, “but both sides have gone out of 
their way to publicise the fact.” 

To underscore the point, three 
Soviet warships arrived on 13 August in 
Wonsan — the first Soviet naval visit to 
a North Korean port, US Navy sources 
said. The Soviet newsagency Tass and 
Radio Pyongyang simultaneously an- 
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| nounced the mission, led by First De 


uty Commander of the Soviet Pacific 
Fleet, Vice-Adm. Nikolay Yasakov, 
aboard the Tallinn, a 9,500-ton Kara 
class cruiser. 

If the Tallinn's mission was primarily 
to dramatise Moscow's *North Korean 
card," the visit was a success. "If the 
Soviet fleet gains access to North 
Korea's west coast Yellow Sea ports it 
would be a turning point in the order of 
gaining access to Vietnam's Cam Ranh 
Bay," asenior US Defence Department 
official said. It would give the Soviets a 
warm-water port and reduce the Pacific 
Fleet's vulnerability to the US Seventh 
Fleet's increasing ability to bottle it up 
in the Sea of Japan. 

Nonetheless, observers caution that 
Moscow's military moves in North 
Korea do not yet indicate that Gor- 
bachov has departed from Brezhnev's 
long-standing policy of playing a 


£ stabilising role on the peninsula. "So far 


the publicity given to the new Soviet- 
North Korean military accord seems to 
be more a well-measured 
political warning than an 
operational demonstration 
of new military capabili- 
ties,” commented Nishi- 
hara. 

The SAMs, yet to be de- 
livered, are purely defen- 
sive. There is no sign that 
Moscow has acceded to 
Kim's demand to upgrade 
his tank fleet, which would 
enhance invasion capabi- 
‘lities. And the two squad- 
rons of MiG23s will not re- 
verse the balance in the air 
which has moved in Seoul's 
favour following the de- 
ployment of US É16s to the 
South together with the sale 
of F15s to the South Korean 
air force. “Even the South 
Koreans admit that they 
shape up very credibly 
against the North in the air," com- 
mented a US defence analyst. 

Alarm that Moscow had decided to 
upgrade North Korea's offensive capa- 
bilities was triggered in Seoul and 
Washington last year by the intelligence 
detection in North Korea for the first 
time of at least two SS-1 Scud-B 
battlefield missiles, whose 270-km 
range far exceeds the 65-km reach of the 
Frog missiles currently in North Korea's 
inventory. But US officials now believe 
the Scuds came from Egypt, and not 
Moscow, reinforcing the view that Mos- 
cow feels its interests are not served by 
upsetting the Korean status quo. 

On closer inspection the Tallinn visit 
also if ie more an aggressive act of 
naval diplomacy than a decisive move 
by Moscow to shift the naval balance in 
Northeast Asia. US defence officials 
caution that there is no evidence yet that 
North Korean has agreed to allow the 
Soviet navy regular access to its ports. 
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But the assumption shared in Wash- 
ington and Peking that Kim's prickly in- 
dependence remains the best guarantee 
against Soviet bases in North Korea ap- 
pears increasingly less credible. There 
are also increasing signs that Pyongyang 
has permitted Soviet warplanes over- 
flight and landing rights as at least part 
of the quid pro quo for the MiG23 de- 
liveríes. 

Moreover, Aliyev made conciliatory 
gestures to China and Japan to soften 
the blow of the first naval visit to North 
Korea. By sending the Tallinn to Won- 
san on the Sea of Japan — and not into 
Yellow Sea waters lesi than 200 miles 
from thè homeport of the Chinese 
Northern Fleet in Qingdao — Moscow 
no doubt hopes to avoid unnecessarily 
provoking China. 

Aliyev also emphasised the impor- 
tance that Gorbachov personally. at- 
taches to improving Sino-Soviet rela- 
tions. "We intend to work actively to- 
ward completely overcoming the nega- 
tive phase in Soviet-Chinese relations," 
Aliyev said quoting the Soviet leader. 
And in a flattering phrase which struck 
some Japanese diplomats as indirectly 
acknowledging Japan's growing inter- 
national role, the Soviet first deputy 
premier declared that “improving 
Soviet-Japanese relations” is important 
not only to peace in Asia “but elsewhere 
in the world as well.” 

“China [which declined to attend the 


15 August celebrations in Pyongyang] is | 


clearly unhappy about Kim's Moscow 
tilt," commented one Asian diplomat. 
Observers believe that China's efforts 
to promote Sino-Soviet reconciliation 
has left them in a bind, with little choice 
but to put the best face on what Peking 
can only view warily as a decline in its 
long-accumulated influence in Pyong- 
yang. 


Le with its gradual down- 
grading of their estimate Soviet 
threat to China, Peking has begun to 
emphasise the danger only of the Red 
Army's ground forces deployed along 
their common border. *I do not view 
the Soviet naval presence as a very seri- 
ous threat to China,” a source familiar 
with Peking's thinking éommented. 

“The naval and RP dimensions ol 
[the Soviet Pacific /fléet| are rather 
manifestations of ^MéScow's global 
strategic posture and^directed against 
the US and Japan." This promotes what 
some observers see as Peking's desire 
to reach an accommodation with Mos- 
cow in Indochina by separating the is- 
sue of the Soviet presence in Cam Ranh 
Bay from Hanoi's occupation of Cam- 
bodia. 

But it makes it more difficult for Pe- 
king publicly to challenge any improve- 
ment in Moscow’s military position on 
the Korean peninsula as a threat to 
Asian security, the line which could 
have been expected only a few years 
ago. 
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There was little official reaction in 
Japan. “The implications of Soviet ports 
in [North] Korea are so far-reaching 
that the initial reaction will be to wait 
passively to see what it all means,” a Ja- 
panese diplomat commented. But 
Tokyo wants to avoid any precipitous 
moves which could spoil the prospects 
of a visit by the new Soviet Foreign 
Minister Eduard Shevardnadze, or 


which would provide Pyongyang with a 
pretext to disrupt talks with Seoul. 

And proposals for ship visits by the 
Japanese Maritime Self-Defence Force 
to both South Korea and China — now 
under consideration in Tokyo to en- 
acceptance of 
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Japan's higher defence profile — may 
now be approached with greater cir- 
cumspection. 

The implications of the Aliyev visit 
for the process of North-South Korean 
dialogue is also uncertain. Brezhnev's 
demise, the MiG23s and indications that 
the new Soviet leadership is preparing 
to endorse the succession of the North 
Korean presidents son, Kim Jong Il 
(the Soviet delegation reportedly 
brought the junior Kim another "gift"), 
all help to remove the obstacles limiting 
Moscow's influence in Pyongyang. 

But an underlying conflict of in- 
terests is likely to continue to strain rela- 
tions between the Soviets and their east- 
ern ally. Moscow is still likely to view 
Kim Il Sung as a dangerous man, more 
to be restrained than encouraged. The 
Soviets have recently moved closer to- 
wards identifying themselves with 
Kim's paramount political objective of 
reunifying the peninsula under Pyong- 
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yang. But the fact that Aliyev made no 
mention in his speech of Kim’s tri- 
roe proposal for talks between 

orth, South and Washington — which 
Moscow views as a Chinese-backed 
manoeuvre to exclude it from the Ko- 
rean peninsula — is one indication 
that Pyongyang can expect only limited 
diplomatic support even from Gor- 
bachov. 

Moreover, Moscow appears to have 
reconciled itself to the Seoul Olympic 
Games in 1988, if only to prevent a clash 
with its East European allies which à 
second successive boycott would inevit- 
ably provoke. Nor can Pyongyang ex- 
pect wholehearted support from Mos- 
cow for its proposal to co-host the 


= games, since this would set a precedent 


for cooperation among divided coun- 
tries, provoking Moscow's nightmare of 
German revanchism. 


he 15 August celebrations have also 

revealed the deeply rooted ideo- 
logical conflict dividing Soviet and Ko- 
rean communists. Moscow has long re- 
sented what it views as Kim's in- 
gratitude for failing to acknowledge 
"the decisive historical role" of the Red 
Army in liberating North Korea — and 
by implication placing Kim in power, 

Aliyev made an unco 
statement of Moscow's claim to Nort 
Korea's vi peke loyalty: “Only in 
August 1945 when the heroic Soviet 
army... routed militarist Japan's strike 
force . . . did the long-awaited liberation 
from the foreign colonial yoke come to 
Korean soil." 

To conciliate Moscow, North Ko- 
rean Prime Minister Kang Song San, 
acknowledged the Soviet Union as “our 
liberator and helper," but then em- 
phasised the role of the "Korean com- 
munists and People's Revolutionary 
Army" in defending the Soviet Union 
by waging war "shoulder to shoulder 
with the Chinese people to defeat the 
Japanese imperialist aggressors.” 

At the heart of the historical dispute 
is the contemporary issue of political 
legitimacy. Kim’s claim to have single- 
handedly liberated Korea justifies his 
claim to rule — and by extension that of 
his son — and extend his rule over the 
whole of Korea. The Red Army's “deci- 
sive historical" role however buttresses 
Moscow's claim on the loyalties of 
Asian communists, which North Korea 
condemns as “dominationism.” This 
clash between Korean nationalism and 
Moscow's assertion of its  "inter- 
nationalist" responsibilities will remain. 

Moreover, Kim Il Sung himself did 
not play a prominent role in the celebra- 
tion, reinforcing the impression that his 
year-long warming to Moscow is 
primarily tactical and formal. A 1984 
Rand Corporation study summarised 
North Korean foreign policy as “swin 
to Peking modified by tilts towards 
Moscow." The Aliyev visit could well be 
just part of this 40-year pattern. o 
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THAILAND 


A A strike derailed 


A failed walkout has implications for the labour movement 


By John McBeth in Bangkok 


Tz sacking of four leading trade 
unionists would normally be expect- 
ed to create an uproar in Thai labour cir- 
cles. But in the case of Labour Congress 
of Thailand (LCT) leader Ahmad 
Khamthesthong and three veteran em- 
Eyes of the State Railways of Thai- 
and (SRT) such a reaction has been 
lacking — a symptom, it is believed, of 
the general disunity in the ranks of Thai 
workers and, particularly, the inherent 
suspicion over Ahmad's political mo- 
tives and his past links with the military. 

There is, however, a principle at 
stake that has left other unions in a di- 
lemma. Although there is a feeling in 
these circles that Ahmad brought all his 
troubles on himself, the question they 
have been asking is whether they can af- 
ford to forget the SRT's actions, given 
the precedent involved and the implica- 
tions for the labour movement as a 
whole. 

Ahmad, one of only three workers' 
representatives appointed to Thailand's 
military-dominated senate in 1983, ap- 
pears to have lost considerable ground 
among union workers by throwing his 
backing behind senior army officers on 


controversial issues ranging from 
constitutional amendments to last 
November's baht devaluation. The 


LCT commanded the loyalty of fully 154 
of Thailand’s 282 registered unions in 
1982, but that has now dropped to at 
least 99, by its own count, and possibly 
to as low as 65, according to other trade 
union sources. 

Probably the the worst single setback 
for the congress, however, came in 
April when it failed to put a represen- 
tative on the Labour Court's advocate 
judges bench. Ten of the 20 seats went 
to the three-year-old Thai Trade 
Unions Confederation (TTUC) of vete- 
ran unionist Paisal Thawatchainan and 
the remainder to Panat Thailuan’s Na- 
tional Congress of Thai Labour and an 
LCT splinter group. 

Paisal is founder of the LCT but he 
quit in 1982 and formed the TTUC after 
claiming that his efforts to formulate an 
educational programme for his mem- 
bers had been undermined in the face of 
a campaign of political activism by 
Ahmad and two of his colleagues, Sawat 
Lookdote and Preecha Srimeesup. In 
his only statement on the strike, Paisal 
accused Ahmad of mixing politics with 
labour activities for personal gain. 

The latest hiccup in the labour move- 
ment was brought to a head over a dis- 

ute between the 10,000-strong State 
ailway of Thailand Labour Union, an 
LCT affiliate and by far the biggest of 


24 


Paisal; Mana: labour hiccup. 


seven railway unions, and the SRT man- 
agement over back-pay claims affecting 
mechanics and other workshop person- 
nel. But in calling stoppages to back his 
demands, Ahmad found himself on the 
losing side. 

Ahmad and three other men who 
formed the top leadership of the SRT 
union were fired on 2 August for al- 
legedly ignoring repeated requests from 
the management to return to their jobs 
during illegal stop-work rallies at the 
mid-city Makkasan workshop on 3-5 
July. The July protest and a second 10- 
day-long strike this month, both called 
in defiance of a law banning work stop- 
pages by state-enterprise unions, were 
aimed at forcing SRT administrators to 
give more than Baht 400 million 
(US$14.98 million) in back pay under a 
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recommendation handed down by an 
arbitration committee. 

The first rally ended after Prime 
Minister Prem Tinsulanond sent a mes- 
sage through the Communications 
Ministry urging the SRT to comply with 
the committee's ruling. But uA no- 
thing concrete came of that, union lead- 
ers called another stoppage. Prem de- 
clined to intervene a second time, Ap a- 
rently because he accepted the S s 
pronouncement that while it is prepared 
to comply with the arbitration ruling, it 
is not in a financial position to make an 
immediate lump-sum payment. 


bservers generally agree that the 

SRT board of directors, headed by 
deputy army commander Gen. Thienchai 
Sirisamphan, would not have taken the 
action they did unless it had been 
cleared beforehand. The only military 
figure to mildly criticise the dismissals 
was retiring assistant army commander 
Gen. Mana Rattanakoset. Supreme 
commander and army commander Gen. 
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Arthit Kamlang-ek reportedly en- 
dorsed the move, and commentator Ar- 
khom Makaranond was harshly critical 
of Ahmad in a series of army-backed 
talk shows broadcast nationwide on all 
radio stations each evening. 

Ahmad himself said the media mis- 
understood his past relations with the 
military, which he characterised as a 
"friendship." Asked about his apparent 
support for military causes, he replied: 
"[n some cases when we are expressing 
our views they have coincided with what 
the military thinks — our opposition to 
the baht devaluation being one exam- 
ple." 

Another more recent example has 
been Ahmad's position on the change 
to the country's electoral system 
(REVIEW, | Aug.), a step initiated by 
former prime minister Kukrit Pramoj's 
Social Action Party. But the LCT leader 
denied that he had given across-the- 
board backing for army moves to make 
more sweeping modifications to the 
constitution, pointing out that he op- 
posed one recommendation which 
would have allowed permanent civilian 
or military officials to hold cabinet 
posts. 

The strikes had little impact on train 
services, mainly because the 3,000 
workers making up the Locomotive 
Drivers Union were not affected by the 
back-pay dispute and did not feel 
moved enough to come out in sym- 
pathy. Only 15,000 of the SRT's 27,000 
employees belong to any of the rail- 
way's seven unions. 

Ahmad said he was satisfied merely 
that union members were staying awa 
from the job. But so too was the SRT. 
The fact that Ahmad was only able to 
muster a maximum of 1,500 protesters 
at one time was, to the management at 
least, a graphic illustration of how far 
his standing has fallen — something 
even the former railway mechanic ap- 
peared to acknowledge when he called 
off the second strike on 16 August. 

The LCT set up a 10-man committee 
to look into the reasons behind the sack- 
ing of the four unionists, but in hinting 
at a serious erosion of support for 
Ahmad, union adviser Sunthorn 
Kaenetr told the REVIEW: “We would 
also like to know the sincerity among 
the railway workers themselves. We 
have tried to tell them this is for their 
own benefit and that they have to be 
united." 

A unionist for the past 25 years, 
Sunthorn is concerned that the rail dis- 
pute may be part of an attempt to de- 
stroy the Thai labour movement or at 
least to seriously undercut its indepen- 
dence, the factor that gives it more cre- 
dibility than many among international 
labour organisations. And some know- 
ledgeable observers feel the manner in 
which the SRT got rid of Ahmad was 
both unnecessary and inflammatory, 
given the conviction that he was already 
a spent force. o 
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Good times 
on picket lines 


T strikes are normally fai 
pleasant, even good-natured af- 
fairs. And the stoppage at the State 


Railways of (SRT) Mak- 
kasan workshop is in many ways no 
exception, despite the issues in- 
volved and e dins M 
posters past everyw 

claiming: “Dictatorship threatens 
the workers’ movement.” ; 

Vendors selling everything from 
noodle soup ds es do a brisk 
trade on one side of the tracks, 
while close by on the other side the 
strikers gather under the shade of 
brightly coloured, open-sided mar- 
quees. Some of —— —— 
customers are thes 
men, who sit d —— 
into their walkie-talkie radios 
taking photographs. 

When union leaders are not 
haranguing the small crowd from a 
small dais, amateur — 
backed by a simple conga — 
are belting out raucous renditions 
of favourite Thai songs. It comes as 
a welcome relief sometimes when a 
locomotive comes along and drowns 
out the -address system. 

Loudspeakers are the funda- 
mental weapon. The SRT has 
erected its own sound system on the 
workshop wall, using it to urge the 
strikers to return to their jobs. The 
unionists respond by turning up 


their microphones a decibel louder 
and telling the management that 
they have it all before. 


On one occasion, the SRT tried 
playing a lar Thai folk-rock 
song — an infinite improvement on 
what the workers were offering as 
entertainment. But the workers 
were up to the occasion. They sim- 
ply joined in and sang along — one 
decibel louder, of course. 

— John McBeth 
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Happy father's day 


Presidents Sukarno and Suharto have a high-profile anniversary 


By Lincoln Kaye in Jakarta 


he 40th anniversary celebration of 

Indonesia's independence procla- 
mation marks a coming of age for the 
New Order, since the country's four- 
decade history is neatly bisected by the 
1965 coup attempt which ultimately 
brought President Suharto to power. 

Suharto, dubbed the "father of deve- 
lopment" here, has now been in power 
virtually as long as his predecessor, 
the late founding president, Sukarno. 
Both presidents’ names and images 
were more in evidence in the headlines, 
billboards and pageantry surrounding 
this year's festivities than they had been 
in recent National Day celebrations, 
long-time Jakarta watchers said. 

Suharto's larger-than-life effigy — at 
the controls of a tractor towing a 
miniaturised model Indonesian village 
on wheels — led the two-hour parade 
down the city’s main boulevard. Near 
the massive downtown Merdeka Square 
his silver-haired, avuncular likeness 
beamed from dozens of tableaux depict- 
ing facets of Indonesia’s modern deve- 
lopment — hard-hatted amid a montage 
of construction work, accepting the sa- 
lute of troops in review, gathering 
sheaves alongside his wife, Tien, and 
among farmers in a rice paddy. 

"Maybe it's this watershed in the na- 
tion's history and Suharto's own rule 
that has highlighted this sense of his his- 
toric role," one researcher said. "In the 
past, the New Order has steered clear ot 
such personalisation. That seems more 
in line with Sukarno's style." 

Not that Sukarno has figured much 
in the official iconography since the 
mid-1960s. Indeed, his prominent de- 
zo in some of the Merdeka Square 

illboards, his mention in a spate of 
journalistic retrospectives and his com- 
memoration in the name of the capital's 
new airport has struck some observers 
as a low-keyed revival, compared with 
his previous invisibility. 

But a main emphasis in these evoca- 
tions of the first president has been the 
continuity between the founding father 
and his successor, as stressed in posters 
commemorating the “Super-Semar” 
order by which Sukarno handed over 
emergency powers to Suharto in the 
wake of the 1965 coup. Then, too, 
Sukarno’s name is seldom mentioned 
except in tandem with that of his vice- 
president and co-signer of the procla- 
mation of independence, Mohammad 
Hatta. From newspapers, school 
textbooks, airport signs and even 
Suharto's latest National Day speech 
before parliament, “today’s youngsters 
could well get the notion that Sukarno- 


Hatta is a single, hyphenated personal- 
ity," a veteran of Indonesia's freedom 
struggle noted. 

General: vagueness about  In- 
donesia's early history can only be ex- 
pected to grow as the old re- 
volutionaries, now in their 60s, increas- 
ingly pass from the scene. Suharto, in 
his speech, cited the WU ET es 
of leadership from “the 1945 Genera- 
tion to the succeeding generation," 
though he added that “this process does 
not take place all at once" — thereby 
fuelling speculation that he might stand 
for re-election in 1988 at the age of 66. 

Diplomats detected another sort of 
electioneering — for Third World 
leadership — in Suharto’s reminder 
that, as a “pioneer of the non-aligned 
movement,” Indonesia has struggled 
“to preserve the purity of this move- 
ment against the 
tuggings of those 
who seek to mani- 
pulate it.” The 
movement's chair- 
manship comes 
up for a change at 
its next general 
meeting in 1986, 
with many of the 
more conservative 
member states 
eager for an alter- 
native to the radi- 
cal candidates who have already de- 
clared themselves, including North 
Korea, Libya, Angola and Zimbabwe. 

The economic part of the speech 
conceded the gloomy oil-price outlook 
facing Indonesia’s petroleum-driven 
economy and stressed the need to diver- 
sify exports. 

Much of the speech focused on ag- 
riculture, but with more stress on rice 
production than on export-oriented 
cash crops. High-yielding rice strains 
have already overloaded the ware- 
houses of the government's price- 
stabilising Bureau of Logistics. 

In the name of distributional equity, 
Suharto echoed his earlier pledge to 
boost development of outlying regions 
by spreading around infrastructural 
development projects and stepping up 
transmigration. One of the two spon- 
taneous ovations the speech received 
from the parliamentarians came in re- 
sponse to a proposal to put specially ear- 
marked village development funds di- 
rectly into the hands of village chiefs, 
rather than passing them through inter- 
mediary levels of bureaucracy, where 
rake-offs had occurred, recent news- 
paper reports have suggested. Oo 










lertil Lintner in Bangkok 


(n. 17 December last year, an un- 
y usual batch of repatriates arrived at 
Jhaka airport in Bangladesh. They 
rere 56 Bengalis, many of whom had 
pent more than 20 years in Burmese 
jails for "illegal entry." On 20 January 
of this year, another group of 48 old 
men and women followed. 

Among them was Nazir Ahmed, 
who. was born in Bangladesh's Chit- 
ong area in 1921. He had entered 
Burma in 1947, when both the then East 
ngal and Burma were British col- 
nies, to find seasonal work on one of 
1€ rice farms in Burma's Arakan area, 
smany other Bengalis did at that time. 
Nazir Ahmed was arrested in 1957 
wing the. introduction of the For- 
ners Registration Act by the Bur- 
'se Government and sentenced to one 
h in jail for having no proof of resi- 
y. But he remained in the old, run- 
jail on the outskirts of Ran- 
7 years until he was released 
































































Bruc Roscoe in Tokyo 
attle lines are being drawn for 


) presidential election in the wake 
ie. resignation from the cabinet of 
> Minister for External Economic 
Toshio Komoto on 12 August. 
igns of a struggle are already emerging 
un the LDP as the party's four main 
factions assess the vulnerability of 
Komoto's own grouping to member- 
poaching now that it can no longer draw 
on the political and business support ac- 
corded to its leader for more than a de- 


-Komoto resigned to "take responsi- 
lity" for the certain brankruptcy of 
anko Steamship Co., over which he 
resided from 1937 to 1974. Although 
he claimed not to have exerted any man- 
agerial influence over Sanko since be- 
coming head of the Ministry for Interna- 
tional Trade and Industry (Miti) in 
74, it was an open secret that almost 
! the. last Komoto, 74, used his politi- 
I muscle to lobby banking and politi- 


iko afloat. | 
Komoto's resignation also signals an 
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prime minister in 1974 and: found : 


‘no crime except being there, Burma holds them for years 





tun, from Cox's Bazaar in Bangladesh, 
came to Burma with her father in 1938 


came a Burmese citizen. However, that 


in ‘the LDP geek defectors from the Komoto group 


h 1986. Liberal Democratic Party - 
























l circles moa desperate bid to BEEP 


to the Takeo Miki era. Miki became I 












and sent back to his country which, dur- 
ing his absence, first had. become East 
Pakistan and later Bangladesh. 

There was also 94-vear-old Aziz 
Rahman who was born in Anwara, 
Chittagong. He went to Burma as a 
child with his parents, who settled 
among the Muslim community in the 
Arakan capital of Akyab. Aziz Rahman 
was rounded up in 1957, also given a 
month's imprisonment, but has only 
just been released. As is the case appa- 
rently with many of these inmates in In- 
sein; he suffered from depression. 

Many have been less fortunate than 
those returned to Dhaka. Salima Kha- 





















when she was nine years old. Later, she 
married a man from Akyab and thus be- 










did not. prevent the immigration au- 
thorities from arresting her in 1959, Her 
case was even more paradoxical. Being 

















Komoto a secure source of funds for his 
LDP faction. Komoto was rewarded 
with the Miti post, and while. he began 
to endear himself with the upper eche- 
lons of the business world, Miki went. 
on to become one of Japan' s most un- 
popular prime ministers in the post- 
war period — at least among LDP mem- 
bers — for his decision to do nothing to 
arrest the. downfall of former prime 
minister and political power broker 
Kakuei Tanaka. Tanaka was first dis- 
graced for involvement in a series of 
land scandals and was later convicted of 
taking bribes from the US-based Lock- 
heed Corp. 

Komoto became head of the Miki 
faction in June 1980. Miki had ordered 
the grouping disbanded, but Komoto 
announced his political independence 
from Miki and took over as the faction's 
leader. However, many of the group- 
ing's members continue to look to Miki 
as their mentor, referring to him, rath 
than to Komoto, as “sense?” — a term 
used variously to describe doctors, 
teachers and leaders, but always -to 
show respect. |— Pan dnd 

. Miki. is n 










































om Bangladesh. Among in- 
mates in the same prison are several 
women who were arrested with their in- 
fant children, who have grown. up be- 
hind prison bars, where they remain. 

Conditions in Insein are described by 
former prisoners as deplorable. Kim 
Gooi, a Bangkok-based Malaysian 
journalist. who spent 10 months in Bur- 
mese prisons for illegally crossing the 
border from Mae Sai in northern Thai- 
land to Tachilek in Burma in 1977, told 
this correspondent of stiflingly over- 
crowded cells, beatings by the prison 
warders and hard labour im posed on the 
inmates. 





t least 14 elderly prisoners, all Mus- 

lims, charged with illegal entry, are 
reported to have died in Insein during 
the period. from November 1983 to 
November 1984 from dysentry, diar- 
rhoea, tuberculosis and other diseases 
related to their often decades-long im- 
prisonment. The extremely hard condi- 
tions in Burmese jails, and the astonish- 
ing frequency with which short sen- 
tences result in —— stays. 





the dominance of the LDP by Tanaka's 
faction has rendered him powerless. 
Komoto, though he has twice failed to 
win the party presidency, still had been 
considered a dark horse in next year's 
race — up until the Sanko Steamship 
Co. debacle. 

Many in the busines: world would 
not have balked at Komoto becoming 


prime minister. Known for his opposi- 


| tion to bureaucratic intervention in the 





market, Komoto espoused the Keyne- 
sian policies of high economic: growth 
and often strongly argued for massive 
tax cuts to stimulate domestic demand, 


which he believed would do more to bal- 


ance Japan's external trade than solitary 
tariff cuts. 

Few bureaucrats, particularly within 
the Transport Ministry, will be sorry to 
see Komoto leave the cabinet. As 
sanko was estranged from the close- 
knit Japanese shipping industry. for 
much of its life because of its maverick 
behaviour, so was Komoto ostracised 
by high-level civil servants who seemed 
to resent the political power he could 
generate through his access to the na- 
tion’s business elite. Komoto was not 
forgiven for rejecting the Transport 
Ministry's safety-net cartel scheme for 
the leading Japanese shipping com- 


| panies, but his political stature had put 


him out of reach of Eevorament cen- 
sure. 

]t is too early p pen Komoto's 
epitaph as a politician. He may have re- 


signed his portfolio but he has not re- 










vof being illegal dmmi- 
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would be cause for concern by any inter- 
national standard. But reports from 
Burmese prisons tend to get even more 
Kafkaesque when it is obvious that 
maybe a third — or possibly an even 
higher proportion — of the people 
charged with illegal entry, mostly com- 
ing from Bangladesh, were actually 





born in Burma and not on the other side 
of the border. 

A report made available to the 
REVIEW through unofficial channels 
lists one woman, Azima Khatun, who 
was arrested with her two-year-old 


ament, and for the moment he is retain- 
ing his factional leadership, at least 
nominally. This is not unusual: Tanaka 
continued to govern his faction after he 
had to resign as prime minister, even 
though he also had been forced to re- 
linquish his LDP membership and sit in 
the Diet as an independent. 

Because of the cabinet's tactful ap- 
pointment of a  Komoto faction 
member, Takao Jio wis to one of the 
portfolios vacated by Komoto — state 
minister and director-general of the 
Okinawa Development Agency — the 
faction will keep two cabinet posts. The 
other post is the transport portfolio, 
held by Tokuo Yamashita. But the 
more important post of state minister 
for external economic affairs was given 
to Economic Planning Agency director- 
general Ippei Kaneko, who belongs to 
the faction led by former prime minister 
Zenko Suzuki. Thus while two Komoto- 
aligned dietmen are still in the cabinet, 
the faction's portfolio strength has been 
reduced by one. 


ujimoto's selection, an executive 

LDP official told the REVIEW, was 
made to create the impression that the 
faction would lose minimal prestige as a 
result of Komoto's departure. But 
within hours of the resignation, some of 
the larger factions had begun man- 
oeuvring to woo Komoto associates into 
their fold, notably with offers of money. 
This effort intensified as rumours 
spread within the party that Yamashita 
would resign over the Japan Air Lines 
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daughter in 1958. Azima Khatun and 


her daughter were born in Akyab and 
belonged to the indigenous Muslim 
community there. Azima Khatun is now 
60 and her daughter Noor Jahan has 
spent 27 of her 29 years in prison. 

Ihe whole question of nationality 
and citizenship is a long-standing con- 
troversy in Burma's 
Arakan State, where 
the population is made 
up of a mixture of Mus- 
lims and Buddhists. 
The Buddhists have no 
problem, since their re- 
ligion is considered 
proof of their indigen- 
ous ancestry. But the 
Muslim population has 
diverse roots. The indi- 
genous Muslims, who 
now refer to themselves 
as Rohingyas., are often 
confused with the 
thousands of seasonal 
labourers, especially 
fron the Chittagong 
area, who came to work in Arakan dur- 
ing British colonial days and even after 
Burma's independence (REVIEW, 26 
Apr. '84). 

Burmese immigration authorities, 
however, seem to make no distinction 
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between 
crackdown on "illegal immigrants" in - 


the two groups and a- 


1978 resulted in 200,000 people — most 
of whom were indigenous Rohingyas — 
fleeing to Bangladesh. The majority of 


them were, after international pressure, — 


later allowed to return. 


everal inmates in Insein, among 

them Nur Mohamed, 55, claim that 
their Burmese national registration 
cards had been confiscated by the au- 
thorities when they were arrested. Nur 
Mohamed was born in Balu-Khali in 
Maungdaw township of Arakan and 
now has spent 27 years in jail for “illegal 
entry." 

Although these prisoners could not 
by international standards be described 
as political, the reason for their arrests 
may have political implications. Dis- 
trust of foreigners has long been an im- 
portant element in extreme Burmese 
nationalism, as indeed in nationalist ex- 
tremism elsewhere. In Burma, the Mus- 
lims in particular have been used as 
scapegoats to divert attention from in- 
ternal social and economic woes. Anti- 
Muslim riots were reported in the Ir- 
rawaddy delta region and near Moul- 
mein in June and July 1983 (REVIEW, 9 
Feb. '84), when there were shortages of 
goods and food prices went up. o 





747 crash on 12 August, which left 520 
people dead. 

More important than the Komoto 
faction’s numerical showing in the 
cabinet is the fact that Komoto appears 
to have neglected to groom a successor 
of the calibre needed to run in the 
party's presidential election, due to be 
held in October or November 1986. 

The LDP president becomes the 
prime minister, and a faction loses much 


STRENGTH OF LDP FACTIONS — 
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of its recruitment power — if not its pri- 
mary reason for existing — if it cannot 
field a credible candidate against the 
nominees of competing factions. The 
Komoto faction can point only to 
Toshiki Kaifu who, though he has had 
cabinet experience as minister of educa- 
tion, is at 54 widely regarded as too 
young to be a serious contender. 

Each of the other factions has a 
clear-cut candidate: Finance Minister 





Noboru Takeshita of the 
Tanaka faction; former! chief 
cabinet secretar Kiichi 


Miyazawa of the Suzuki fac- 
tion; Foreign Minister. Shin- 
taro Abe of former: prime 
minister Takeo Fukuda/s fac- 
tion, and Prime Minister 
Yasuhiro 
own faction should the LDP 
agree to change the party rules 
and allow incumbents a third 
term. 

With Komoto's political in- 
fluence in steep decline and no 
obvious successor in sight, the 
best the faction can hope for is 
to prevent a wholesale migra- 
tion of members to other fac- 
tions and, with its 35 members, 
remain intact long enough to 
try to influence the outcome of 
next year's presidential race. 
Given the faction's traditional 
animosity towards the Tanaka 
group, Komoto's men would 
seem most likely to back Abe 
or Miyazawa. o 
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Reading the entails of 
the Pyongyang goat 


orth Korea—watching is not an easy 

task. Having been engaged in it for 
upwards of a decade, I like to compare it 
to the ancients' practice of reading the 
entrails of a goat: the available evidence 
is just about as reliable, and the infer- 
ences to be drawn from it are just about 
as clear-cut. 

Nonetheless, I have become con- 
vinced that Pyongyang’s notorious 
idiosyncrasies tend to mislead observers 
in some ways which are actually quite 
avoidable. The most damaging of these 
is, paradoxically, that we take North 
Korea too seriously. In particular, we 
swallow much too readily its often trum- 
peted claims to monolithism; or, to bor- 
row a phrase from Pyongyang’s inimita- 
ble lexicon, “ideological monochroma- 
ticity." 

To be sure, the North Korean regime 
goes to inordinate lengths to convince 
the world that this is so. For example, 
what passes for elections in Pyongyang 
have for several years been routinely 
claimed to have a 100% turnout, and a 
100% yes vote for the regime of Presi- 
dent Kim Il Sung. Most communist and 
other totalitarian regimes are content 
with 90% plus; even the Albanians only 
pushed it to 99% and a few decimal 
places — after all, some people move 
away, or die or are too frail to vote, and 
some surely, disagree. But trust the 
North Koreans to go for the reductio ad 
absurdum, and to claim something 
which a moment's thought makes us 
know cannot possibly be true. 

But if the North Korean populace 
are not really 100% united, what about 
the North Korean leadership? Deep 
down, we do not trust the North Ko- 
reans — with good reason, based on 
past experience. We are therefore in- 
trinsically suspicious of what they may 
be up to. And if it is less than clear 
exactly what they are up to — if they 
blow hot and cold, or give out seemingly 
contradictory signals — it just goes to 
show how extraordinarily devious they 
are. We may not know what they are 
doing, but it never occurs to us that this 
may Ps at least in part because they may 
not altogether know what they are 
doing either. Instead, we assume 
against all reason that whatever they are 
up to, they all agree about it. 

Why is this an unreasonable assump- 
tion? Part of my .argument is un- 
ashamedly a priori: We know, or should 
know, in advarice that no leadership can 
be 1009?5-united, any more than can 
their-electorate. It defies sociological 
reason to imagine so. In the real world 
— in which even North Korea is com- 





pelled to exist and operate — new prob- 
lems constantly arise and decisions have 
to be made. How to respond is never 
clear-cut. Even if you have the North 
Koreans’ unique good fortune to be 
guided by Kim and the juche (self- 
reliance) idea, nonetheless the exact ap- 
plication of doctrine in concrete cir- 
cumstances must always be a matter of 
debate and dispute. Just because the 
North Koreans are so shy about keeping 
us informed of their internal disputes — 
so unlike the Chinese, who always pre- 
fer to speak of two lines of struggle, 
whoever is in power — are we really so 
naive as to take these implausible claims 
of unanimity at face value? 

But we can go beyond deduction, or 
at least illuminate it by comparison. Al- 
though neither will welcome the idea, | 





Kim; Kim Jong Il: neutralised successor. 


believe that at a formal level Pyongyang 
currently has much the same problems 
as Pretoria, South Africa. Here, after 
all, are two regimes — both, as it hap- 
pens, rich in minerals and rather suc- 
cessful industrialisers in their way — 
which even at the best of times have 
been looked at rather askance for their 
olitical peculiarities, even by their al- 
ies, let alone their numerous enemies. 
Lately, for both governments, things 
have got worse. Their pariah status has 
increased, and pressures both external 
and internal for change are building up 
all the time. 


fe rtunntety in South Africa the poli- 
tical process is a more public affair 
than it is in North Korea. And one oft-re- 
marked consequence of the above pres- 
sures is a clear:taetical split among the 
ruling bloc. Verkramptes are the die- 
hards, those who insist that “we have al- 
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ways stood out against the world, we 
have always been right to do so and we 
must stick to our guns. Change any of 
the structure that we have so painstak- 
ingly erected, and the entire edifice will 
crumble." 

Dangerous talk, respond the ver- 
ligtes, the enlightened ones; “Ostrich 
mentality, head in the sand. The world 
is changing all about us. If we fail to 
change with it — not on fundamentals, 
of course, but to adapt, tactically 
then that is what will bring the whole 
house crashing down about our ears.” 

As the South African example richly 
illustrates, such debates can be bitter 
and fierce. In North Korea, by contrast, 
all is concealed behind the mask of 
monolithism. Well, not quite all. There 
is already enough evidence to construct 
a plausible character sketch of Pyong- 
yang’s verkramptes and verligtes. Ad- 
mittedly, much of the evidence is cir- 
cumstantial. I would adduce two main 
facts: one well-known, the other not. 

The first is the second-echelon 








leadership reshuffle which followed the 
Rangoon bomb debacle in October 
1983. Before the year was out, North 
Korea had a new prime minister, Kang 
Song San, and a new foreign minister, 
Kim Yong Nam, The latter 1s quite per- 
sonable, to South Korean discomfiture, 
while the former has a reputation as an 
economic technocrat. 

Since those appointments, North 
Korea’s de facto stance towards the 
South has changed dramatically, to the 
point where no less than three separate 
layers of talks — Red Cross, economic, 
and parliamentary — are currently 
under way. Still, nothing very concrete 
has been accomplished, and this process 
has had its hiccups, as when North 
Korea refused to talk at all. during the 
early months of this year. That episode, 
plus apparent shifts in the North Korean 
position between each round of talks, 
tends to confirm South Korea's suspi- 
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yular, ulterior motive in 
describe scathingly as its “peace offen- 
sive." If Pyongyang speaks now with 
one voice and then with another, now 
from this position and then from that, 
then are these not the ventriloquist 
slitherings of a snake whom you cannot 
trust? 


eae there is a much simpler ex- 
planation. At least part of North 
Korea’s seeming inconsistencies of posi- 
tion arises because they do not know, or 
do not agree, on what to do next. Inde- 
pendent evidence for this comes from 
my second, little known fact. Careful 
perusal of the North Korean media over 
the past two years reveals an ideological 
stance that is anything but monolithic. 
One editorial says Pyongyang must in- 
crease exports as a top priority; another 
warns of the ideological inroads of 
capitalism. One article trumpets juche; 
another preaches the virtues of greater 
integration into the “socialist interna- 
tional division of labour.” One report 
warns economic cadres to obey orders 
from the centre unquestioningly; 





another tells them to consult their work- 
force before doing anything. 

While none of these are necessarily 
contradictions, they are certainly con- 
traries. And even the stridency with 
which every position is always put indi- 
rectly reveals what is increasingly plain: 
that in the mid- 19805; in the dynamic re- 
gional context of Northeast Asia, North 
Korea is a glaring anomaly. Economi- 
cally, ‘ache has shot its bolt. Pyongyang 
now desperately needs both internal 
economic liberalisation and access to 
advanced Western technology. Politi- 
cally, there is the succession problem in- 
ternally, while externally Pyongyang is 
torn between a China increasingly soft 
on the US, capitalism and even South 
Korea, and the ambiguous blandish- 
ments of the Soviet Union (page 22). 

This is a country and a regime at the 
crossroads. There are tough choices to 
be made, which will brook little delay. 
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. as well as all reason, to suppose 
either that such questions are not con- 
tinuously and fiercely debated in Pyong- 
yang, or that the North Korean leader- 
ship has found and is pursuing a single 
strategy, however devious, to deal with 
them. 

Supposing we could sneak into 
Pyongyang’s smoke-filled rooms and 
eavesdrop — what would we hear? 
Here first is a verligte. Perhaps his name 
is Kang Song San or Kim Yong Nam; 
could it, conceivably, be Kim Jong Il, 
the president’s son and heir-apparent? 
“Comrades,” he is saying, “we really do 
have a problem. Economically, we have 
had brilliant successes, but right now we 
are cut off from the advanced technol- 
ogy we crucially need. We really must 
mend our fences, pay some of our debts 
and establish better relations with 
Japan. We must overhaul our economy 
— not going as far as China, of course, 
but we must do it. And comrades, we 
really must grasp this nettle — we must 
be realistic towards South Korea. We 
cannot invade them, we cannot under- 
mine them, economically or otherwise. 
We must admit they have made pro- 
gress too. Can't we find a way to use that 
to our own advantage?" 

"Not so fast," retort the verkramp- 
tes, who might include military men 
such as politburo member O Jin U, 
perhaps, and maybe Kim Il Sung him- 
self. "There's nothing much wrong with 
our economy," they continue, "people 
must just work harder, that's all. Con- 
cessions to capitalism are dangerous. 
Look at the spread of revisionism in 
China. Mind you, if we must increase 
external economic links, let's do so with 
the more reliable comrades of the 
Soviet Union. They can't afford to ditch 
us, and Mikhail Gorbachov has at last 
given us MiG23s. As for South Korea, 
they are American stooges, their system 
is colonial and unstable, and we should 
never have given up on our old strategy. 
All right, Rangoon was unfortunate, 
but why are we now giving away every- 
thing? We said — we still say, officially 
— that we would never deal with the 
Seoul poppa before settling things 
with the US. Then why are we doing it? 
And what have we got to show for it? 
Do we ie want them running around 
in our coalfields?” 


yy 


t is all speculation, of course. Yet 

not only is some such line-up intrinsi- 
cally plausible, it can also explain what 
would otherwise be anomalies. For 
example, there was Pyongyang’s other- 
wise puzzling suspension of talks for 
some months early this year, allegedly 
in protest against the US-South Korean 
Team Spirit war games. While the ver- 
ligtes could doubtless have taken Team 
Spirit in their stride — after all, its 1984 
predecessor did not stop Pyongyang 
talking to Seoul about a joint Olympic 
team — I suggest it was the verkramptes 
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over-simplified as well as speculative. In |. 


particular, and very importantly, I 
would expect the increasingly visible 
pro-Soviet camp to cut across the ver- 
ligte-verkrampte divide to some extent, 
since this could be either a traditional or 


a modernising move. On this basis, - 


those who admit the need for funda- 


mental economic and political chan 
may well be divided into a pro-Soviet 
and Comecon faction versus another 
whose eyes are more on Peking and. 
Seoul — no contradiction, these days. 
ei ia the conservatives may well 
split into those who posit the Moscow 
card as tactically necessary, versus the 
real juche diehards who want just to 
keep on keeping on, to go on going it 
alone. 

And then, of course, there are all the 
things which cannot be spoken, even be- 
hind closed doors — things which may 
also cut across the verkrampte-verli 
divide. Kim Jong Il's succession, for 
example; is it too fanciful to suggest a 

aradox: that while some previously 
oyal verkramptes will never be really 
reconciled to this upstart, conversely 


€ North Korea is a country 
and a regime at the crossroads. 


There are tough choices to be 
made, which will brook little 
delay. ? 





some verligtes may see him as a kind of | 
tabula rasa, and hence a vehicle for their 


own ambitions? In any event, I have | 


never seen a shred of hard evidence for 


S: 


the oft-repeated view that the younger | 


Kim is a “hard-liner.” A blank eheque 
seems much more likely, with the ques- 
tion of who will write what upon him 
still to be determined — let alone how it 
will be cashed. m 

And beyond this, there are the un- 
mentionables. Some 
travelled abroad, and they know well 
and feel keenly what they obviously 
dare not say out loud: that their country 
is a laughing stock worldwide; that the 
cult of 
North Korea, is a 
fective exercise imaginable; that the 
proportion of the budget 
defence is an ——— drain on scarce 
resources, as well as making the Ww 
dangerously powerful, and that it 
cannot and will not last. 

Some may find this wishful thinking. 
But I know such North Koreans exist; I 
have even met some. Like China's Deng 
Xiaoping, they were long in eclipse. The 
Rangoon debacle enabled them to ad- 
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from certain. And I have no wish unduly 
to glamourise them. Like Deng, they 
are communists, not democrats; they 
belong to an elite which has no intention 
of surrendering power. But, also like 
Deng, they live in the real world. And 
they are pragmatists. Their most fervent 
ish is that when Kim Il Sung dies, Kim 
Jong Il will be either neutralised or their 
vehicle, and they can then set about 
turning North Korea into a sensible, ef- 
ficient place like East Germany, with 

ractical trade and other relations with 
South Korea, coupled with a degree of 
insulation. 

Finally, it goes without saying that if 
this analysis is even halfway correct, it is 
crucial that  Pyongyang's verligtes 
should win out. Somewhat presumptu- 
ously — since their intelligence is obvi- 
ously infinitely better than mine — | 
tried to put forward this case in Seoul in 
June when I was invited to address a 





seminar at the Institute of Foreign Af- 
fairs and National Security, which is the 
Foreign Ministry think-tank. They were 
sceptical: still suspicious, perhaps, that 


lingering pro-Pyongyang tendencies 
were behind what they took as my plea 
to them to be more trusting of North 
Korea. 

But they missed the point. The issue 
is not trust but sound analysis. And it 
has never ceased to amaze me how the 
South Korean Government, of all peo- 
ple, do their North Korean counterparts 
too much honour, in a sense, by credul- 
ously swallowing the intrinsically in- 
credible claim of monolithism. After 
all, we know that when North Korea 
first offered aid a year ago, the cabinet 
in Seoul was very divided over whether 
to accept it. Why on earth then should 
they, or we, assume that it is otherwise, 
behind the masks, in Pyongyang? o 






Aidan Foster-Carter is a lecturer in 
p at the University of Leeds 
in Britain. 
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Fathers and sons 


Top cadres and their children are accused of graft and other crimes 


By Mary Lee in Peking 


he web of corruption, said the offi- 

cial Chinese media recently, is 
spreading across China. Caught in it are 
“some central departments.” 

Chinese metaphorical skill put it 
thus: “Fish begins to stink at the head.” 
So far, the biggest “stinking fish head” 
netted has been Lei Yu, the head of 
Hainan island’s government, who was 
sacked for his “mistakes” in the 
“Hainan [Rmb 4 billion (US$1.4 bil- 
lion)] motor-vehicle incident.” 

The incident allegedly involved 
nearly the entire administrative machin- 
ery on the island and involved the im- 
porting of cars and other controlled 
items such as colour TV sets and re- 
selling them nationwide at huge profits. 
More than US$500 million is said to 
have been spent importing 89,000 cars 
over 15 months ending in March 
more cars than the total number im- 
ported by the whole country in a single 
year. 

The Hainan scandal has raised many 

uestions among observers here about 
the future of the open-door trade 
policies of Chinese leader Deng Xiao- 
ping. For the moment, however, these 
policies do not seem to be under any 
threat of reversal, even if corruption is 
widespread. Rather, some diplomats 
have suggested, the Chinese Com- 
munist Party (CCP) — through its Cen- 
tral Disciplinary Inspection Commis- 
sion — is cracking down on senior offi- 
cials who provide a safe front for their 
own and their children's criminal ac- 
tivities. This belief is pegged on another 
scandal — one in which children of two 
senior cadres and another 22 officials in 
the Heilongjiang provincial city of 
Beian were allegedly involved in rob- 
bery and rape. 

The Chinese media said: “The young 
people were members of criminal gangs 
disbanded in a nationwide crackdown 
on crime late last vear [1984]." At trials 
held in December 1984, 36 people were 
convicted on 138 charges of robbery and 
gang rape. One of the five “leading cri- 
minals" sentenced to death was Gu 
Yingjun, son of Gu Guodong, chairman 
of Beian's People's Political Consulta- 
tive Conference (PPCC). Gu was exe- 
cuted earlier this year. The elder Gu 
was sacked from his PPCC post and ex- 
pelled from the CCP for allegedly not 
only trying to “cover up his son’s crimes, 
but also for driving away the rape victim 
who reported the crime,” the news- 
papers said. 

Ren Jinglong, vice-chairman of the 
Beian Municipal People’s Congress 
Standing Committee, was also sacked 





and expelled from the party, pending 
prosecution by the Judicial Depart- 
ment. As deputy head of the city’s crime 
crackdown office, he had allegedly co- 
vered up crimes of his son, Ren 
Chunda, which included rape. The 
younger Ren is now serving a life sen- 
tence. 

A local police official, Liu Oingtian, 
received a warning from the party as 
punishment for allegedly protecting his 
son, who was not named. 

The Disciplinary Commission said 
that 21 other officials — 11 of whom 
were “ordinary cadres” — “have all 
been severely criticised and educated” 
for their mistakes. Four of those con- 
victed of crimes were given suspended 
death sentences and 27 were jailed for 
terms ranging from a few years to life 
imprisonment. 

The allegations of involvement of 
party officials in the Beian case, how- 
ever, did not come as any surprise to 
local people. Such protection had al- 
ready been made an issue at the sixth 
National People’s Congress in March. 
What makes the Heilongjiang scandal 
interesting, diplomats said, is that its 
publicity, which focused on the officials’ 
alleged cover-up, came months after the 
cases had been to court and at about the 
same time that the Hainan fraud scandal 
was exposed. “It is more than just coin- 
cidence that the two cases should be 
publicised at the same time,” a Western 
diplomat said. Businessmen here also 
report “rumblings” among Chinese 
friends that cadres’ offspring may also 
be behind the Hainan case. 


Mee believe that a recent party di- 
rective forbidding children of senior 
cadres to engage in business stemmed 
from the Hainan incident. One Chinese 
official in Peking said: “The reason for 
the ban is simply that the party does not 
want these offspring taking advantage 
of their fathers' positions to do business. 
Hainan was a prime example." He de- 
clined to give more details. 

Official statements say that the three 
senior Hainan cadres who were held re- 
sponsible for the motor-vehicle incident 
— Lei, Yao Wenxu and Chen Yuyi — 
had not been pursuing personal gain but 
committed "mistakes" in "proceeding 
from the interests of Hainan and forgot 
the interest of the country as a whole." 
Their punishment was disciplinary ac- 
tion taken by the party, whereas 143 cri- 
minal cases are still being investigated. 

The real criminals, observers here 
say, have yet to be exposed. Whether 
they will come from various central gov- 
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Car imports: re-sold for huge profits. * 


ernment departments said to be in- 
volved remains to be seen. Another un- 
answered question is whether any of the 
offspring of government and party offi- 
cials who have been trading in 
Guangdong for some time have been 
implicated in the scandal. 

Chinese press reports have also 
named some companies said to have 
been involved in the scandal, including 
Sanya Tropical Crops Co., allegedly 
conspiring in illegal profit-sharing with 
the local branch of China's Agricultural 






Tat 
4$. T 





didi 
“hat 


RUIT ~ a iy 


— 





Bank. The Sanya Trading Co., also 
named, allegedly paid off a Rmb 30 mil- 
lion loan with an imported vehicle cost- 
ing Rmb 115,000 and 100 12-in colour 
TV sets. Another company, set up by 
the Sanya Municipal Economic Deve- 
lopment Corp. and China International 
Trust and Investment Corp. “engaged 
in foreign-exchange trading." Total al- 
leged illegal foreign-exchange dealings 
in Hainan is said to have amounted to 
US$570 million — 10 times the amount 
the island is allowed to retain under 
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cle-import permits at Rmb 6,000 profit 
each, and another firm, the Haikou 
Overseas Import Co. is said to have re: 
sold its 90 import permits at a profit of 
Rmb 2,000 each. 

The fact that these abuses apparently 
occurred “directly under the eyes of the 
Guangdong provincial party commi 
tee” g^ cpm that more heads may roll 
once the criminal investigations are- 
completed. One unnamed government 
official is said to have made about — 
US$70,000 illegally. » 

The role of People's Liberation 
Army units stationed on Hainan has also 
not been mentioned. Western diplomats 
say that these units are probably involv- 
ed since the PLA plays a powerful rol 
on the island. | 

Observers do not doubt that the re- 
velations of both scandals have been at 
the party central committee's behest. 
"It's good for the reformers to air the 
cupboards before the September pa 
conference," one diplomat said. “The 
leaders know what skeletons are left but 
they may not reveal them all." Cynics 
argue that the sackings of local offici: s 
in top positions may be as far as the 
party is willing to go in demonstrating 
that “we cannot first attack the flies anc 
forget the tigers.” | 
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ARTS & SOCIETY 


Uighurs stumble at the 
crossroads of survival 


By Nicholas Danziger in Kashgar 
$ was nothing short of a miracle that 
the party setting out from Gilgit in 
northern Pakistan suffered no more 
than lost vehicles and injuries on the 
three-day journey to Kashgar. We had 
all the ingredients for a disaster: tired 
drivers and vehicles in terrible mechani- 
cal shape attempting to negotiate the 
treacherous Karakoram or Friendship 
Highway in arctic conditions. This high- 
way stretches from Pakistan to China 
over the 4,700-m high Khunjerab pass. 
Gas fires were kept burning inside the 
cabs and we survived on beans, dried 
fruits and tea. I crossed into Xinjiang in 
November, with the bi-annual Pakistan 
Government convoy which brings dried 
fruits, cigarettes and medicines to be 
bartered for oil lamps, quilts, herbs and 
local products. This crossing had never 
before been attempted in winter. 

On my first day in Kashgar I awoke 
well before dawn to find the Xinjiang 
minority people, or Uighurs, sleeping 
on the dirt road, their donkeys and carts 
beside them, under a blanket of snow. 
They lay on the ground wearing nothing 
more than large sheepskin coats and 
hats and slept huddled together under 
sheepskin blankets Even before sun- 
rise a steady procession of donkey carts, 
horse carts and camels made its way to- 
wards the bazaar. 


The people look similar to Afghans 
(some even have names testifying to 
their origin — Abdul Rahman “Af- 
ghani" Nur), Turks and peoples of the 
Mediterranean, and their language is 
full of words from Farsi, Turkish and 
even a few words of Dari, Arabic, Eng- 
lish and Russian. Not only are their lan- 
guage and appearances quite different 
from the Han Chinese, but their way of 
life and food bear no similarities. The 
Sunday bazaar is an explosion of com- 
mercial activity with few Hans in sight. 
One can buy camels and carpets, hire 
artisans or eat kebab sprinkled with 
aromatic spices and skewered on bicycle 
spokes over hot charcoals. It is the Cen- 
tral Asia of another age, the 20th cen- 
tury having made little impact. How- 
ever, all that is fast changing as the Han 
Chinese threaten to swamp the Uighurs 
by sheer numbers and transform their 
culture into folklore. 

New-found freedoms have not 
changed the deep-rooted resentment 
among Uighurs and other minorities — 
including Kazakhs, Kirkghiz, Tajikis, 
Tartars and Uzbekis — of the Han 
Chinese. They regard the Han as for- 
eigners and colonisers, and talk about 
them in the same way as the Afghans do 
about the Russians, referring to them as 
kafirs (infidels). They view everything 





Traditional food: under threat. 


the Hans do with suspicion, even the 
new reforms, which allow minorities 
to trade for themselves on the free 
market. "This" says one Uighur "is 
because they don't provide jobs for us, 
so we are eliminated from the job mar- 


ket." 


T? be sure, the government has ele- 
vated many Uighurs to the position 
of cadre simply to show, by way of 
statistics, China's policy of creating 
equality for the minorities. The posi- 
tions of power are still held by Hans. 
Some Uighurs even harbour resentment 
against Chinese Muslims, the Hui, be- 








| caste of untouchables traditionally employed to dispose of 
i TRADE the dead, who had served as his scavengers had set up their 
mny » own b and were undercutting him by supplying in- 
l The bones bu siness ferior and often illegally procured bones. Sen, who has re- 
| hi verted to the family business of book publishing, dismisses 
b the new entrants to the bones trade as people “who don't 
By Bunny Suraiya in s LM: know the difference between a fibia and a thorax." Un- 
pne toi tim iately for a place described as a dying scrupulous entrepreneurs are said to recruit doms to haunt 
| city, Calcutta has established itself as the world’s leading cremation grounds, morgues and hospitals in search of 
= exporter of human skeletons. Some 15 Calcutta-based deal- cadavers. Unclaimed bodies are collected, sometimes with 
| ers annually supply over 15,000 skeletons and 50,000 skulls the help of a bribe, the flesh boiled away and the bones 
and bones to medical and research establishmentsinthe US, bleached and graded. Half burnt bodies have been known to 
Western Euro —* and Japan, earning an estimated Rs 10.5 be removed from funeral pyres or dredged from rivers to 
. million (US$700,000) in foreign ex . Recent reports, which they have been —— Those too poor to afford 
. however, indicate that the lucrative Gode bs given rise to cremation or burial for their dead have often been prevailed 
. A alleged skulduggery. Cut-throat competition ae said to e upon to surrender corpses to middlemen acting on behalf of 
J^. led 5 houlish ractices. dealers. 

In 1976 Indira Gandhi's government had banned the ex- According to law, export of human skeletons and bones 
port of skeletons, it sape elt that the trade reflected ad- requires police validation of the source of procurement and 
versely on “the prestige of the country.” However, the em- a certificate from a foreign buyer stating that the purchase is 

was lifted by the successor Janata government made for medical purposes. To discourage illicit 
business has since boomed, often with bizarre conse- time operators, only je shipments are —— In 
quences. > , however, these — E are often flouted, al- 

Satyanarayan Sen, the 71-year-old Calcutta businessman — legedly in connivance with the authorities concerned. Some 
who claims to have pion the trade in the 1930s, shutup time ago a — statement validating 600 skulls claimed to 
shop some time ago claiming that the “doms,” the lowest have been found on the banks of the Ganga was called into 
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Silk trade: culture transformed into folklore. 








cause they have adopted the Chinese | Uighurs do themselves) eliciting cries of 


language and script. 

There is also friction between the 
Uighurs themselves. In the cities many 
send their children to Chinese rather 
than Uighur schools. There they learn 
the language of the coloniser, which is 
their only hope of climbing the social 
scale into the professional classes. This 
educated class — considered to be 
traitors by many Uighurs — view their 
people as backward and barbaric. The 
traditional Uighurs in turn find the 
Hans equally barbaric; in one Uighur 
restaurant I visited, a Han spat a bit of 
bone out onto the floor (something 





indignation: “Infidel!” “How dare 
you!” “Out! Out!” They were about to 
forcibly eject the man when the cook in- 
terceded. 

It is the steady influx of Han Chinese 
(estimates vary between 100,000 and 
200,000 Han coming to Xinjiang every 
year) that poses the biggest threat, how- 
ever. The central government actively 
encourages Hans to move to the north- 
west to help develop the remote and un- 
developed region by offering “hardship 
money,” which in some cases is double 
the pay in other, non-minority, areas. It 
is not modernisation, as such, that 


Uighurs are afraid of; they don't see cas- 
sette recorders and TV as a threat to 
their way of life. It is roads, railways and 
airline services which bring Hans from 
the fearsome “mainland.” 


he Hans have always wanted to 

subjugate the minorities, and since 
1949 the policy has been carried out by 
using sheer weight of numbers. The fig- 
ures speak for themselves: in the past 36 
years the percentage of Hans in the 
population of Xinjiang has risen from 
6% to 40.2% while the Uighur numbers 
have dropped from 75% to only 44.5% 
— with other minorities making up the 
remainder. Today the Han army pre- 
sence (600,000 men) in the province has 
virtually eroded the Uighur majority in 
this so-called Uighur Autonomous Re- 
gion. In the northern part of Xinjiang, 
the Uighurs refer to Urumqi, the capi- 
tal of the province, as Kafir city, due to 
the Han's overwhelming presence 
(eight to one), whereas cities with less 
Hans such as Kashgar and Yarkand are 
referred to as "clean cities.” 

There is little contact between 
Uighurs and Hans. They eat in different 
restaurants, shop in different places — 
Uighurs in the bazaar and at stalls, Hans 
at non-descript department stores. At 


| the theatre in Kashgar, during an even- 


ing of minority song and dance, there 
was not a single Han to be seen. All 
films, on the other hand, even the few 
movies about Uighur life, are dubbed 
into Chinese. 

The proportion of minorities in 
schools dos not correspond with their 
percentage of the population. In Xin- 
jiang minorities represent 60% of the 
population, but at primary school they 
make up only 52% of the total and 








tional market, an amount not much lower than India's per 
capita income. With Calcutta failing to kee up with the in- 
creasing demand, supplies ght | 
bouring states of Bihar and Orissa and sent to the city 
train in packages often marked “seasonal fruits." Ac 

to estimates, about 5,000 patients die in Bihar's nine 


are being sou n the n 
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eletons: cut-throat competition. 


uestion and inquiries reportedly revealed that the officer in 
rge had been paid Rs 500 for the certificate. It has also 
been alleged that not all the skeletons exported are used for 
the purpose specified. at riapro to a report in a local news- 
paper, a British customer an Indian skeleton as a 

scarecrow in his garden. 
A skeleton now fetches about US$230 on the interna- 
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college hospitals every year. In more than half these cases, 
the relatives are unable or unwilling to undertake responsi- 
bility for the corpse. As most of the refrigerated at- 
tached to these hospitals are out of on, the are 
reportedly abandoned even before the mandatory 72 hours 
have lapsed. The situation a grisly harvest to local 
bone dealers known as “chilpats.” Reports, so far un- 
verified, that children have been killed for their skeletons 
have added a new element of horror to the gruesome tale. 

A ban on the skeleton trade has often proposed. 
Apart from the social and humanitarian issues involved, 
those who process the cadavers run a high risk of possibly 
fatal infection. Efforts to restrict the trade have, however, 
met with resistance from the doms who fear loss of liveli- 
hood. Some feel that the problem will resolve itself once 
synthetic skeletons, which are age d in ty with 
medical students and researchers, replace ones on the 
international market. Until such time, however, skeletons 
oe Aeris to be a bone of contention in this part of the 
world. 
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32.5% at the secondary level. Smaller 
minorities such as the Tajiris, should 
they attend school, are forced to learn 
Uighur as there are no Tajik textbooks, 
but, as for all minorities, Chinese is 
taught as a "foreign language." The 
Hans do not learn Uighur. “It’s for the 
minorities to learn Chinese," said one 
Han cadre, a sentiment shared by most 
Hans. 

This chauvinism is ubiquitous. For 
example, at Kashgar bus terminus all 
the notices are written in Chinese but 
not all are written in Uighur. Han ticket 
sellers are unable to speak Uighur, re- 
sulting in much confusion and anger on 
both sides. To make matters even more 
complicated, in 1976 the Hans decided 
to change the Arabic script and intro- 
duced romanisation; however, they dis- 
covered it did not work, so in 1982 they 
reverted back to the Arabic script. As a 
result total confusion has set in and 
many literate Uighurs can only read a 
few publications. 

In their bid to unify the country the 
Hans have even tampered with time. 
Despite the fact that Peking is several 
thousand kilometres from Xinjiang they 
are considered to be in the same time 
zone. Naturally, the sun does not au- 
tomatically follow such decisions. To 
compensate for this, Uighurs have their 
own time, two hours behind Peking; 


when arranging a rendezvous one must 
ask, “Xinjiang time or Peking time?" 
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Uighur family: relegated to history. 


Uighurs tend to stick to the former 
while government offices open and 
close according to the latter. 

The Hans are trying to promote the 
Uighur arts with several song-and- 
dance troupes but this is aimed at 
tourists rather than the Uighurs. Rarely 
does a troupe visit the remote cities, yet 
during the tourist season there are al- 
most daily performances for foreigners. 
Uighur music is performed spontane- 





ously, usually at festive occasions. It 
loses much when it is stage-managed. 
Xinjiang, being at the crossroads of 
the trade routes, was influenced by 
many different cultures, and music as 
well as dance pre-date Islamic times. As 
in northern Pakistan, instruments once 
used by shamanists, the sapbay (a 
wooden stick with rings attached to 
create a shaking sound), nagir (drum) 
and sornay (pipe), are still played. The 
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Gunboat compassion 


The Call: An American Missionary in China by John Hersey. Alfred A. Knopf. 


US$19.95. 


Hz should we attempt to under- 
stand the historical role of Ameri- 
can missionaries in China: as agents of 
US imperialism, or as good-hearted 

eople devoting their lives to help- 
ing the Chinese? Probably a bit of 
both. 

John Hersey, the China-born Ame- 
rican writer, has written a novel based 
on the files and records of US mis- 
sionaries in China, including the papers 
of his own missionary parents. The 
book is dedicated to his father, Roscoe 
Hersey, who appears briefly in the 
novel. 

The story describes the life of David 
Treadup, a YMCA missionary in China 
for 45 years from 1905 to Liberation. It 
is told in the third person, but from a 
first-person viewpoint. Long quotes are 
used from Treadup's letters, journals, 
and an autobiographical account, 
Search, written in 1943 looking back on 
his life in China. 
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As a writer, Hersey is typically terse, 
tough-minded but humane, balanced, 
and incisive. He became famous as a 
war correspondent during World War 
II, when his novel, A Bell for Adano, 
won the Pulitzer Prize. His non-fiction 
account of the first atomic bombing, 
Hiroshima, is a classic. 

A recurring theme in Hersey’s fic- 
tion is the story of a good, well-inten- 
tioned man working out his fate against 
impossible conditions. Just as A Bell for 
Adano celebrates courage and imagina- 
tion during. wartime, this missionary 
novel pays tribute to the compassion 
and generosity of the American Christ- 
ians who devoted their lives to saving 
China. 

Yet, the hero, Treadup, is anything 
but a missionary stereotype. He is à 
huge man, energetic and innovative in 
his work, who makes his mark in China 
teaching science. rather than saving 
souls for Christ. 


Treadup is a man of flesh and blood 
capable of self-doubt: a college student 
who flunks out of school, a Christian 
missionary who masturbates and a pro- 
selytiser who loses his faith. But he is 
naive. 

The Chinese revolution rages all 
around him, but Treadup is too busy 
trying to make things work in “his vil- 
lages" to notice that China's world is 
changing. When challenged by Chinese 
radicals, he cannot imagine how Christ- 
ian compassion might somehow serve 
the imperial interests of the American 
state. 

Treadup’s creed,is not like the faith 
of today's radieal; Roman. Catholic 
priests in Latin America and the Philip- 
pines who combine, Christianity and 
Marxism. Communism never made any 
sense to Treadup. "I can't work with 
these people," he concluded in exasper- 
ation. In the end, the communists ar- 
rested him and threw him out of his be- 
loved China, 

Treadup's crisis of faith occurs in a 
revealing way. It is not his personal 
frustration of working in China, his in- 
carceration by invading Japanese, or 
even his rejection by the Chinese com- 
munists that most challenge his faith. 


Instead, it is the inexplicable and un- 
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dancing has been influenced by Indian | This certainly does not mean that the 


forms, though after the Mogul con- 
quests the body movements were elimi- 
nated. The music sounds similar to that 
played in Turkey today, and there is 
even some East European influence 
stemming from the time of the Ottoman 
Empire. Nearly all of the Chinese in- 
struments came through Central Asia 
during the Tang dynasty. 

Handicrafts are moving from 
functionalism to folklore. What was 
once —* of minority culture is now 
viewed by the Chinese as a good foreign- 
exchange earner. Exquisite carpets with 
Islamic designs and vivid colours are 
being sold to foreigners. Other tradi- 
tional items such as the abduvar, a 
pitcher with delicate repoussé work, are 
giving way to plastic versions. 

Educated Uighurs are afraid to 
speak openly and refuse to comment on 
sensitive matters. But, like all 
minorities, Uighurs are fiercely proud. 
There are communes boasting that “we 
have no Hans here, only Muslims.” 
Uighurs often refer to Xinjiang as 
Sharik Turkestan or East Turkestan; 
others, particularly in the south, talk of 
Uighuristan. There is simmering dis- 
content even in the Han bastion of 
Urumqi. Some Uighurs speak of going 
to Pakistan to buy weapons and fight the 
Chinese. Ahmet Jon, a Uighur partisan, 
who had fought the Kuomintang, serves 
as an inspiration. 


ceasing sorrow of China. He can no 
longer believe in a god who would inflict 
decades of the suffering of Job on an en- 
tire people: flood, famine, invasion, dis- 
ease, drought, corruption, civil war — 
in an endless succession, without any 
sign of hope. 

He appealed to his god, but received 
no answer. "Whatever I said, the line 
was dead," Treadup wrote in his jour- 
nal. “No one was listening. There was 
the most awful void." Yet he survived 
with his compassion intact, and re- 
devoted himself to helping the Chi- 
nese. 


| t may be too early for the definitive US 
history of the American missionaries 
in China to be written — and certainly 
Hersey makes no claim to having done 
this in his novel. We Americans today 
are closer to those events of the past 
than perhaps we realise. No historian so 
far has sufficiently disentangled Christ- 
ian compassion from gunboat diplo- 
macy, or adequately explained the con- 
nection between a lifelong altruism, 
such as Treadup’s, and American 
capitalist greed. 

Herseys novel, written from 
Treadup's perspective, helps us to 
understand the missionary and the way 
he tried to come to terms with China, 
but it does not illuminate the impact of 
the missionaries on China. It cannot ex- 
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Chinese have a full-scale rebellion on 
their hands, but with the opening up of 
Xinjiang the government has been 
forced to admit that several incidents 
have occurred. In July 1980, the Aksu 
incident was reported. This had occur- 
red three months earlier when friction 
between the People's Liberation Army 
and minority nationalities caused the 
deaths of "several hundred" soldiers 
and civilians. In 1982 an article in the 
People's Daily spoke of “preventing dis- 
putes between nationalities in Xin- 
Jiang." Here it was stated that between 
October 1981 and March 1982 certain 
disputes had arisen in succession 
throughout Xinjiang, which had been 
taken care of in a "timely and satisfac- 
tory manner." The October incident re- 
fers to widespread rioting after an 
Uighur was killed by a Han, causing 
four deaths and hundreds injured. 


he impossible odds do not stop 

most Uighurs from dreaming of an 
independent Turkestan, which would 
include their Muslim brothers in Soviet 
Central Asia. They view the Soviet 
Government with equal mistrust, hav- 
ing been devastated by the forced sep- 
aration of their families. One Kazakh 
woman had not seen her parents in 22 
years even though they only live 36 km 
away. Yet even now that family visits 
are allowed she must travel all the 


plain, for example, why missionary 
schools in China produced more rebelli- 
ous communists than docile Christian 
converts. That paradox remains incom- 
prehensible from Treadup’s perspec- 
tive. 

Yet Hersey himself understands the 
tension that exists between Westerners 
who would save China, and Chinese 
determined to save themselves. In fact, 
he has written eloquently about it in an 
earlier novel, A Single Pebble, which is 
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way to Peking to receive permission. . 


The main unifying force is Islam and 
at Friday adis most mosques are 
packed with worshippers. Despite this, 
many Uighurs are unclear about the 
concepts of Islam and are helped by 
visiting foreign Muslims who are only 
too happy to elucidate and proselytise. 
Pakistani trader, Sudanese student, or 
Egyptian tourist, all regard the Uighurs 
as their brothers. The resurgence of 
Islam coupled with the growing links 
with and visits to Saudi Arabia, Pakis- 
tan, Turkey and the Soviet Union are 
increasing dissatisfaction and desire to 
emigrate. Many now dream of going to 
Saudi Arabia on the Haj or to visit 
friends and relatives in Turkey — they 
often end up staying there. One is told 
that the Turkish Government is worried 
by this influx, as the Uighurs’ vehe- 
mently anti-communist stand makes 
them ideal recruits for the ultra-right- 
wing Grey Wolves. 

Independence is out of the question, 
but minorities should be granted real 
autonomy, the right to govern their own 
affairs. In the case of Xinjiang, it looks 
as if a rich and diverse culture which sur- 
vived for more than 700 years will be re- 
legated to the history books. 


Nicholas Danziger has spent 18 months travelling 


from Europe to China overland along the Marco 
Polo route. 





still one of the best books on the subject 
of East meets West. 

In The Call, it seems that Hersey has 
a different purpose. Perhaps, like the 
eldest son carrying his parents’ ashes 
back to China for burial in the end of the 
story, this novel is his filial devotion to 
his own missionary parents, a tribute to 
the worthy effort to which they commit- 
ted their lives — their story, told in their 
way, about what they tried to do with 
the best of intentions. — Peter Van Ness 
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Consortium syndrome 


Triad Power by Kenichi Ohmae. The Free Press. US$19.95. 


o ges the title, this book is not 
about Chinese secret societies but 
about “the coming shape of global com- 
petition" and deserves close scrutiny be- 
cause the author, managing director of 
the Tokyo office of McKinsey & Co. 
(who share the copyright of the book) 
has become an eminence grise behind 
Malaysia's economic and industrial po- 
licy (REVIEW, 11 Apr.). 

Ohmae argues that while the OECD 
nations — mainly Japan, the US and the 
EEC (the Triad), which together ac- 
count for a massive 54% of world GNP 
— have become very similar in terms of 
their socio-political behaviour, most in- 
ternational corporations have yet to 
realise the potential of this vast market. 

Instead many corporations are stuck 
in what Ohmae tartly dismisses as a UN 
syndrome of seeking out low-cost over- 
seas manufacturing locations and view- 
ing the world as 150 different markets in 
which it is necessary to establish a pre- 
sence. Ohmae suggests that because re- 
search and development costs are ex- 
tremely high and the diffusion of mod- 
ern technology so rapid today, it is virtu- 
ally impossible for one company to 
monopolise new technology. 

Therefore, it is a matter of life or 
death for companies either to go it alone 
or form a strategic alliance, or consor- 
tium relationship, with another com- 
pany in order visitate the markets 
of the major OECD countries. In short, 
major companies must become “insid- 
ers" in each part of the Triad. 

Ohmae also believes that with the 
rise of protectionism, multinational cor- 

orations are finding it increasingly dif- 
icult to duplicate a successful domestic 
performance overseas. He also thinks 
that contrary to popular belief, com- 
panies are more likely to be felled by 
domestic competition than by foreign 
competition because foreign firms are 
unable to establish meaningful cus- 
tomer relations. This view would seem 
to be more relevant to the Japanese ex- 
perience than to the West where Japan- 
ese companies have proved very adept 
at taking advantage of freer access and 
competitive national distribution net- 
works. 

In Part III of the book, Ohmae ar- 
gues that the much touted virtues of Ja- 
panese management have not proven 
exportable to overseas operations. He 
also claims that Japan is not a closed 
door to Western companies, saying that 
some have become insiders there. He 
dismisses the hullabaloo over tariff and 
non-tariff barriers as a media creation. 

The final part is devoted to recom- 
mendations about how to become a 
Triad power — the formation of consor- 
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tiums is strongly advocated. There is a 
brief discussion of the role of the develop- 
ing world in all this, included, Ohmae tells 
us candidly, to deflect possible charges 
of neo-colonialism. The book ends on a 
note of unexplored paradox stating that 
competition is becoming more intense 
and more cooperative, the consumer 
more universal yet more distinct, and 
that successful companies will become 
more independent and more interde- 
pendent. 

It is a rather trite note on which to 
end. Despite its pretensions the book 
does not really say much that is new. Its 
fundamental weakness is that it is based 
almost wholly on assertion. There are 
only 57 footnotes and rather inade- 
quate data to buttress some breath- 
taking generalisations, often inelegant- 
ly expressed. As befits a man who does 
"a lot of tiring travelling," impress- 





Japanese youths: Triadian consumers. 


ions abound, both fanciful and absurd. 

Thus we are told that “youngsters in 
Denmark, West Germany, Japan, and 
California are all growing up with 
ketchup, jeans, and guitars. Their life- 
styles, aspirations, and desires are 
so similar that you might call them 
'OECDites' or Triadians rather than by 
names denoting their national identity.” 
The global village indeed! 


uestionable too is the assertion 
that inter-European mergers have 
failed “because they involved links be- 
tween similar companies which ended 
up by hating each other.” Surely the 
reasons for failure ought to include the 
absence of a unified European Com- 
— Act, the persistence of customs 
arriers, the absence of common stand- 
ards, and the lack of real political will to 
ull Europe together into the single 
arge market it should be. 


On the much publicised question of 
American tobacco in Japan, Ohmae re- 
sorts to sleight of hand. He says that 
23% of tobacco leaves exported by US 
farmers goes to Japan, so that even if 
Japan were to switch from tobacco to 
cigarette imports the net trade flow 
would not improve. Therefore, Ameri- 
cans must decide whether they want 
their cigarette companies or tobacco 
growers to prosper. But no zero-sum 


| game should be involved if Japan's mar- 


kets were really open, for then both the 
growers and the companies could in- 
crease their market share. 

As for the non-Triadian countries, 
they should give up hope of becoming 
new Japans for they do not have large 
enough domestic markets or the relev- 
ant skills to establish brand names to ap- 
peal to Triad consumers. What about 
Sweden with its small domestic market 
and successful export industries, and 
Hyundai's Pony car, now being sold in 
the West? The West was saying much 
the same things about Japan until re- 
cently. 

At the end of the day Ohmae fails 
to make a convincing case to support 
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his belief that the formation of consor- 
tiums, which he says is already reflect- 
ed in the increasing numbers of tie-ups 
between companies, is “more interna- 
tional in spirit and scope” than the 
merger mania of the 1960s. It should 
take a lot more than mere assertion 
to convince Western businessmen that 
the formation of consortiums is benevo- 
lent, and that it will not become a 
guise for the inadequately internation- 
alised management of Japanese corpo- 
rations to secure a considerable tactical 
advantage enabling them to become in- 
siders in Europe and the US, while 
Western companies are left very much 
as outsiders in Japan, clamouring for 
yet another round of market-opening 
measures from the Japanese Govern- 
ment. It takes two to tango, but it 
is essential that both partners are 
dancing to the same tune. 

— Derek Massarella 
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Are your processing units 
using vast amounts of energy to do 
what significantly less could 
accomplish? 

This is the typical situation 
in most refineries and chemical 
plants today. Most of the process- 
ing industry was designed years 
ago, when energy costs were low. 
Design and equipment decisions 
that were economical then would 
not be cost-efficient today. 

That's why we have the 
Foster Wheeler Energy Conserva- 
tion Group. Its sole purpose: to 
usc our Process know ledge [to 
identify and attack sources of en- 
ergy waste in existing refineries 
and chemical plants. 

A Foster Wheeler energy 


audit / process survey will examine 


your operation for the fifteen 
major causes of needless energy 
loss, to help you drastically reduce 
your energy costs. 

Not only will we discover 
what the problems are, but we can 
handle every phase of the work 
essential to correcting them. 

For one customer, we de- 
signed a new heat recovery system 
that eliminated the need for an ex- 
isting 20 million-Btu fired heater. 
For another, we optimized a crude 
preheat train to save $3 million 
in fuel the first year alone. 

Foster Wheeler has been in- 
volved in energy conservation de- 
sign work for major corporations 
around the world. Tackling the 


job every step of the way, from ini- 
tial energy audits and economic 
evaluations through detail design 
and construction. 

Want to know more? Write 
for our brochure on energy con- 
servation. When it comes to doing 
the job with the optimum expendi- 
ture of energy, we'll help you 
strike just the right match. 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 TIx: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 TIx: RS39292 
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Sure, it does the job. 
But is it energy efficient? 





Reaping the Rewards. 


Rice is more than just food. 

It’s life. 

It's the irreplaceable staple 
upon which countless millions depend. 

In the Philippines, improving 
and protecting rice has long been the 
single dedicated objective of the 
International Rice Research Institute. 


An objective that IBM 
strongly supports. 


As part of an on-going 
partnership program, IBM has freely 
contributed a large-scale, highly 
versatile data processing installation 
to the analysis and cross-checking of 
rice varieties from all over the world. 


This research, now 


progressing at far greater speeds, 
has already processed over 70,000 


varieties of rice and has isolated 


strains rA can grow swiftly, 
| 


bountiflàly and under even the 
poorest conditions. 

Yet, while the efforts made on 
behalf of this common grain are 
both strenuous and complex, for 
the billions who reap the benefits 
the result is quite simple. 


As rice improves, then so 
does the quality of life. 


And that, without question, 
is the greatest reward. 








How CitiBanking Electronic L/C's speed 


trade 


to deliver the goods to your bottom line. 


The rules have changed. If you're still 
handling Letters of Credit in traditional ways, 
you could be creating unnecessary headaches 
for yourself. And missing out on profit oppor- 
tunities for your company. 

With CitiBanking, you speed the turnover 
of goods by increasing your control and 
efficiency. You can open new L/C’s in minutes. 
Determine the status of outstanding L/C’s in 
seconds. And manage your FX and cash flow 
exposures much more effectively. All with 


remarkable ease...and unmatched security. 

To find out how your Import Department 
can benefit from the world’s most advanced and 
secure electronically delivered banking services, 
call the Citibank located near you. 

And put the Citi of Tomorrow to work for 
your company today. 
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Sanko founders on the shoals of debt . 





By Nick Seaward in Tokyo 


J s news on 13 August that the Sanko 
Steamship Co. had filed for protec- 
tion from its creditors was hardly a bolt 
from the blue. After all, the company 
has been reporting heavy losses since 
1981 and total liabilities exceeded assets 
by Y46.4 billion (US$196.2 million) 
at end-March (REVIEW, 27 June). 
Nevertheless, some of Sanko's many 
creditors have expressed shock that a 
Japanese company should fail to honour 
its commitments — a shock which some 
cynics suggest is more of an intense dis- 
appointment at not being able to milk 
Sanko's long-suffering banks any 
longer. 

With a debt estimated at * 520 bil- 
lion and a further ¥600 billion reported 
to be owed to foreign shipowners in un- 
paid charter hire, Sanko and its three af- 
filiates will go down in the books as the 
biggest corporate failure in Japan if the 
group’s plan to reconstruct its finances 
is not accepted by the Tokyo District 
Court. For the time being, however, 
Sanko is still officially alive — and will 
remain so unless the court decides after 
some two to three months of hearings 
that Sanko is beyond redemption. 

That is the theory. In practice, the 
company is as good as dead and became 
so the moment foreign creditors started 
arresting Sanko’s ships around the 
world. For while the the excruciatingly 
slow process of a market forces-induced 
bankruptcy was cranking up for its final 
phase in Tokyo, elsewhere market 
forces of a more vigorous kind were 
being applied — cash on delivery. 


First indications that the shi ping | Komoto; tanker under con 


after the line’s president Yoichi 
Akishino announced that the unim- 
peded operation of the fleet and the 
flow of day-to-day funds would be es- 
sential to any rehabilitation of the com- 
pany. Telexes began’ to dribble into the 
offices of the trading houses from their 
US affiliates with the ominous news that 
two of the new handy-size bulk carriers 
on which Sanko had gambled its future 
had been attached by creditors in New 
York and New Jersey: the normal 30 
days’ credit would no longer be ex- 
tended. 

A day later the pattern became clear 
— bunker suppliers and stevedoring 
companies were demanding cash up 
front and resorting to the courts when 
Sanko’s captains explained that funds 
would have to be remitted from Tokyo. 
By the following day the position had 
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worsened: legal action against the 
Sanko Amethyst in South Africa re- 
sulted in the immediate cancellation of 
five spot charters which the line had 
won to lift coal out of South Africa to 
Japan and South Korea. 

The problem was and still is a simple 
one. Sanko’s three main creditor banks 
— Daiwa Bank, Long-Term Credit 
Bank of Japan and Tokai Bank — have 
refused to make available any more cap- 
ital and are approving the payment of 
operating funds only on a case-by-case 
basis until there is a court ruling. In such 
a fast-moving business as shipping, 
where Sanko had more thàn 150 ships 
trading around the world in mid-Au- 
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gust, the provision of an adequate 
float for the operating account is es- 
sential. 


here are now indications that the 

three main banks are considering the 
injection of further funds to Keep the 
fleet going. Transport Minister Tokuo 
Yamashita — a close political ally of 
Sanko's founder, ex-company president 
and biggest private shareholder Toshio 
Komoto — was reporteéd'to have said 
the day before Sanko filed for protec- 
tion that his biggest worry was the credi- 
bility of Japanese shipping if Sanko's 
ships got stuck in foreign ports. He said 
it was imperative that the fleet should 
continue operating as ‘normal. The 
banks may therefore be: coming under 
political pressure to provide sufficient 
operating capital'^to prevent the 
humiliating spectacle of Japanese ships 
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political pressure on banks. 


Sailing into the twilight 


being held under arrest all over the 
world. 

Sanko's general manager of business 
research, Yoshitaka Umeda, stressed 


that the banks will have to underwrite — 


the operating expenses anyway while 
the company's future is being decided 


by the court, but it is clear that control 


has now been taken over by the banks. 
Given that Sanko's operating losses 
were running at ¥7 billion a month be- 
fore the crash, the banks' attitude is 
understandable. Operating losses are 
expected to rise sharply this month as 
the chartering of its ships on the spot 
market — which used to provide 70% of 
Sanko's business — has virtually dried 





LA 


FOREIGN PRESS C JAPAN 
up because of charterers' fears of having 
their cargoes held up by creditors’ ar- 
rests. aun 
Meanwhile, the line still has to pay 
the crews of its idle ships and, more im- 
portantly, pay for the bunkers of those 
ships employed on its vital contracts of 
affreightment (COA). Sanko knows 
that once it fails to perform on a COA, 
the charterer will not hesitate to termi- 


nate the contract and seek a cheaper - 


rate — easily available in today’s mar- 
ket. The crunch is expected to come at 
end-August, when most of these ships 
will be due for rebunkering. 

One source close to the line stated 
that the banks used the threat of with- 
drawing all — funds by the end 
of August to force Sank6 to file for pro- 
tection from the courts. This version 
was denied by Umeda but it is under- 
stood that Sanko did inform its principal 
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| month. 
| Itis clear that j gigan Sanko 
| has entered a crisis from which it will be 
| lucky to emerge, even if the court de- 
| cides there is something worth saving 
| after several weeks of deliberations. 
| Brokers report confusion within the line 
h _ itself and an inability to get a response 
id to urgent queries. Meanwhile, anxious 
_ charterers are seeking alternative cover 
| from the line’s competitors until 
| Sanko's fate becomes clearer. One of 
| these told the REVIEW that though some 
| pes arrangement may emerge from 
il e court to keep the name of Sanko 
| alive, "Sanko's identity is close to being 
. finished." 
| This view was echoed by another 
| shipowner, who said that “Sanko will 
| survive, but of course in a very shaken- 
| down form." He predicted that the com- 
| pany will be stripped of most of its exist- 
| tng fleet and may end up being a holding 
| company for some of the 123 handy-size 
| bulk carriers which it ordered via sev- 
| eral trading houses in 1983 in a bold bid 
| to resurrect its fortunes. 
| . When it became clear that this stra- 
 tegy was failing, the trading houses were 
| unable to cancel con- | 
i tracts with shipyards 
| simply on the grounds 
| that Sanko would be | — — 
driven into bankruptcy -— 
i 
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if it tried to operate the 


po 
| t was the link with 
| the trading houses that 
many analysts saw as 
| Een Sanko with à 
| lever to force the banks 
- tosupport a plan earlier 
| this year to raise Y74.2 
billion in additional 
|| loans. This sum was to 
| be used to buy out 
| Sanko’s, ruinous long-term commit- 
| ments on 29 tankers and sell them to the 
- government for scrapping or use as a 
Strategic-fleet reserve. One ingenious 
| Scenario) put forward was that Sumi- 
|. tomo Shoji Kaisha, which had ordered 
| 29 bulkvearriers for onward charter to 
| Sanko; would put pressure on the cash- 
| . rich Sumitomo Bank to acquire Daiwa 
| Bank. This would not only get Daiwa 
| | out of a hole and safeguard the 
- Sumitomo group's exposure but also en- 
| able Sumitomo Bank to acquire the one 
— thing it lacks — Daiwa's securities li- 
iy cence. 
Í It has often been pointed out that 
| Sanko has been the most internationally 
: minded of the major Japanese lines but 





| the exposure of foreign banks is put at 
| the relatively small total of ¥47 billion. 
| Topping the list are three West German 
banks and the US-based Citibank. 
| Banks which have lent on the recent 
bulk-carrier ordering scheme will have 
received a guarantee from the Japanese 
trading houses. o 
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Sanko’s reading of the market went very wrong 


ike all attempted business coups, 

Sanko Steamship's plan to manipu- 
late the freight markets was conceived 
on a massive scale and put swiftly into 
motion. No fewer than 123 dry-bulk 
cargo ships were to be built over a two- 
year period. Total expenditure was to 
exceed ¥375 billion (US$1.6 billion) 
and the initial contracts leading to this 
— the largest single shipbuilding order 
in history — were signed over the course 
of a working week at the end of 1982. 

Yet within six months of its initiation 
and long before any of the new ships had 
been delivered from the yards, it had 
become clear that Sanko's ambitious at- 
tempt to corner one of shipping's few re- 
maining growth areas was doomed. By 
the mi dle of 1984, Sanko was facing an 
appalling predicament: too few ships to 
provide control of the handy-sized (25- 
40,000 dwt) bulk-carrier market but too 
many for its trading needs under normal 
market conditions. 

What went wrong with Sanko's cal- 
culations? The answer appears to be the 


= 
~ I 
1 y» fi ins PV j^ 
OUSO sud pri 
WU c uwego — 


" 


"] 


; anm 
uw" 


A A, Ix 4 n t X". " 
, —— 2 m2 ME à " - 
t W. " 
H — — m————— 
b^ : "me^ eig 
ERO 
= 
D 





RE VIEW DIAGRAM 5 by Frank Tam 


oldest one in the book: like every punter 
who loses his shirt, Japan's largest ship- 
ping company thought it had made its 
move at the very bottom of the market. 
But Sanko reckoned that all five aspects 
of its plan made it a sure-fire winner: 

» The ships were ordered at historic 
low prices for newbuildings. Bulk-car- 
rier markets were expected to show an 
upturn in one or two years' time and 
saps would never be as cheap again. 

» Three-quarters of the new fleet was 
ordered by the Japanese trading houses 
for onward charter to Sanko; the char- 
ter rate would not include the repay- 
ment of principal for an initial period of 
three years, enabling the line to make 
money on the ships until the market re- 
covered as expected in 1985-86. 

» Sanko specified the very latest in 
marine diesel engine designs offering à 
thermal efficiency very close to the 
theoretical maximum; no other owner 
could operate ships more cheaply. 

» The new fleet was to be registered 
with cheap flags-of-convenience instead 


of the relatively expensive Japanese re- 
gistry; manning costs could always be 
trimmed to stay in line with com- 
petitors. 

» By ordering 123 ships, Sanko would 
have stimulated newbuilding prices suf- 
ficiently to dissuade any other owner 
from following suit. 

While the first four assumptions 
were valid, the fifth and most vital as- 
sumption clearly was not. The 20-25% 
rise in shipbuilding prices that followed 
immediately after the orders soon 
proved short-lived. It is some measure 
of the enormous overcapacity of the 
world's shipbuilding industry that the 
Sanko order took up only 19% of the 
1984 permitted output of Japan's yards 
alone. Anxious to win further business 
in one of the worst-ever slumps, the Ja- 
panese yards were able to pass on to 
other owners cost savings achieved 


through the series production of 
Sanko's ships. 

Far from being scared off by the 
Sanko order, other Japanese and Greek 


owners were soon placing contracts for 
175 more ships of similar types at even 
cheaper prices. Sanko's billion-dollar 
bluff had been well and truly called. 

But even after it had become appa- 
rent that newbuilding prices could fall 
below the rock-bottom * 80,000 a dwt 
level at which Sanko contracted, such 
was the intricate and complex structure 
of the enormous deal that the line was 
unable to avoid the inevitable conse- 
quences of its gross misreading of the 
market. While any European owner 
would have wriggled out of the con- 
tracts long ago, Sanko has had to watch 
helplessly as Japan's mighty shipbuild- 
ing machine has handed over the new 
ships at an average rate of more than 
one a week for the past 12 months, 


T helplessness was not so much a 
product of Japanese shipping com- 
panies' celebrated tradition of adher- 
ence through thick and thin to contrac- 
tual obligations; indeed, Sanko has al- 
ways age a point of flying in the face of 
convention. And Sanko did reduce its 
exposure to some of the newbuildings 
over which it had control: those that it 
had ordered on its own account (40 in 
all, according to the 1983 annual re- 
pr The remaining 83 ships, however, 

ad been ordered by Japan's powerful 
trading houses on the basis of 10-year 
timecharters to Sanko with purchase 
options. 

Although their share has been fall- 
ing. the trading houses still control well 
over 50% of Japan's total trade. Being 
lumbered with a fleet of ships each 
worth US$4 million less than they paid 
for them would not have left the sogo 
shosha kindly disposed towards a 
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as if the indedying cone were s 
valid, on the assumption that the banks 
would fill the gap between Sanko's. sup- 
ply and the market's demand. 
Despite their constancy over the past 
18 months, there is some evidence to 
| suggest that the trading houses were not 
entirely happy with the way Sanko man- 
aged to draw them into its bulk-carrier 
scheme back at the end of 1982. While 
the. initial raison d'etre of the scheme 
had the full support of the houses (in 
that it provided the only hope of restruc- 
turing the company and helped the ship- 
yards at the same time), Sanko clearly 
played the trading houses off against 
each other. 
In what seems to have 
demonstration of 







| 
| 
| 
| 
T 
| been a classic 
| pyramid selling, 
Sanko first got a few of the work-starved 
| shipbuilding companies to order some. 
| ships themselves at their own yards, on 
| the basis of a firm long-term timecharter 
| from Sanko. The line then approached 
| the trading houses and persuaded the. 
| traditionally conservative Sumitomo 
Corp. to back the scheme. Others 
quickly followed. —. | 
According to a highly placed trading- 
house source, it took Sanko only five 
working days to persuade four shipbuild- 
ers and every major trading house ex- 
cept Mitsui & Co. and C. Itoh & Co. to 
participate. "Sanko utilised the spirit of 
competition between the trading 
houses,” the source told the REVIEW 
| He also made the interesting remark 
| that the trading houses were surprised 
| when the final tally of 123 ships was an- 
| nounced: "We thought it would be 
around 60," he said. 
| It was no secret at that time that the 
| trading houses were desperate to find 
new sources of revenue — especially at 
| the expense of their rivals. When the 
| dust finally settles they will probably 
find they have made precious little out 
of the deal. 
| Although the trading x houses and the 
shipyards will be the most visible victims 
| of Sanko's almost inevitable demise, the 
| leasing companies also stand to be hit. 
| While in all the orders the actual party 
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to the building contract is either the 
yard itself or à trading house, in many 
Aa a leasing company had been 
brought into the deal to form a buffer 
between them and the charterer — 
sanko Steamship. No guarantee was 
given to the leasing company by the 
trading house, unlike those cases when 
foreign banks were involved in. financ- 
ing the purchase of a newbuilding by the 
brass-plate front company.of. a. trading 
house. Those leasing companies known 
to be involved include Showa Leasing 
Co. (two ships), Ryoshin Lease Co. 
(eight) and Orient Leasing. Co. (two). 
Sources in Tokyo told.the REVIEW 
that 15 ships of the original 123 ordered 
have already been sold off to other own- 
ers, while reliable statistics show that 36 
of the newbuildings had still to be de- 
livered two days after Sanko filed for 
court protection. This latter figure in- 
cludes 12 ships ordered by Sanko itself. 
These had already been postponed in- 
definitely long before the recent crisis. 
Sanko Steamship's general manager 
of business research, — Yoshitaka 













have been seriously entertained is 


be a concerted decision by the trad 


market. recovery almost 






consider it likel o 
undelivered ships will have to ‘be: “a 
led. If that proves to be the case 
shipbuilders will be particularly 
hit: IHE, Kurushima, Mitsubishi 
Mitsui. 

















ven if these contracts are canc 
Sanko's. almost certain demise wil 
still leave a very large fleet of ships th 
will have to be managed by someone. A 
though Sanko was still paying its charte 
hire on the new ships — and theref 
fulfilling its contracts with the tradi 
houses — the sogo shosha started di 
cussing the creation of a jointly ; 
operating company on the day the 
filed for court protection. 

The REVIEW understands that a 
initially refusing to join the discussic 
Sumitomo Corp. agreed a day lat 
help five other firms including | 
beni, Nissho Iwai and Mitsubishi Ci 
to explore the possibilities of creat 
new company to own the ships. In: 
of operating the fleet themselves, 
thought more likely that the firm 
charter them out to other J apanese 
ping companies. 

One option that does not see 








































































ting the ships up for sale. The re 
value is so much lower than their: 
price that few of the creditors could 
ily absorb the loss that would ac 
The only way out of the mess seen 

























houses to allocate sufficient cargo 
the ships on long-term contracts. 
such time as the market improves. 
the very existence of these ships m 
impo 






















much before 1990. | 
The delivery of each new $ it 
added to a global overcapacity «if 
bulk-carrier sector now estimat 
the Japanese shipping major, Ni 
Yusen Kaisha (NYK) at 43.2- 
dwt, or nearly 20% in excess of dem 
With each new delivery and additior 
the surplus, the downward presstte o 
the freight rates has become more coi 
stant. Spot-market rates for hand: 
sized bulkers such as Sanko's varied li 
tle during 1984 from an average of abot 
US$4,400 a day for a trans-Pacific rou 
trip. Rates have eased 10-15% sinc 
then. | 
Even with its extraordinarily favou 
able purchase terms, Sanko's new. 
Of bulk carriers are estimated by Tol 
shipbrokers to need US$5,500-6,000 
day to break even. Once the three4 
grace period on the repayment of p 
pal expires, these ships will need aro 
US$9,000 a day. For most of t 
ships, this grace period: ‘will expire 
1987, when NYK has predicted | 
bulk-carrier surplus will have react 
nearly 25%. — Nick Seaw 
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| Too many too soon: 


| The seeds of Sanko's plight were sown a decade ago 


| 

WE 

| n the back of Sanko Line’s 1984 

| fleet list is printed a proud legend: 
| “The largest fleet in the world.” If the 
| fiscal 1985 list is ever printed the word 
| “bankruptcy” may well be more ap- 

| propriate than “fleet.” 

When the banks finally set to work 
| totting up how much Sanko has cost 
| them, they could find that the knock-on 
| effect of the line's collapse has been far 
T greater than the ¥1.3 trillion (US$5.5 
i illion) estimated as being attributable 

to Sanko alone. At the end of March, 

| Sanko had no less than 217 ships total- 

| ling 18.02 million dwt on charter from 

—other owners, out of its total fleet of 264 

| ships agg 'regating 21.4 million dwt — 

| about 15, of the world's commercial 
| shipping tonnage. 

Although Sanko refused to discuss 

the question of the number of ships on 
| charter from Hongkong owners, an 
} analysis of the March 1984 fleet list indi- 
| cates that more than 50 may have come 
— from that source. Around 20 of these 
! | were — according to the list — owned 
by Sir Yue-kong Pao's World-Wide 
| roup, including five large tankers of 
{| more than 100,000 dwt, three 50,000- 
dwt liquefied petroleum gas carriers and 
four large combination carriers, in addi- 
tion to some smaller dry-bulk carriers. 
| Other Hongkong owners who fea- 
| tured prominently include textiles mag- 
| nate Chen Din-hwa's Nan Fung Deve- 
lopment, the Chao family's Wah Kwong 
- Shipping and Pao's elder brother C. L. 
Pao's Regent Shipping. Apart from Nan 
Fung's, the ships are all quite old — 
ranging from between eight and 14 
| years in age — and have, therefore, 
probably been written down sufficiently 
to make an immediate crisis unlikely. 
| However, the charters with Sanko were 
| concluded on such favourable terms to 
| the owners that a major source of in- 
| come is now in jeopardy. 
| Shipbrokers have told the REVIEW 
| that it may well have been the Hong- 
kong owners’ reluctance to agree to a 
reduction in this steady source of in- 
come that prompted Sanko’s three main 
banks to force the line into the courts. 
The senior vice-chairman of World- 
Wide Shipping Agency, Helmut 
| Sohmen, denied this, however, saying 
that when  Sanko representatives 
sounded out the owners on the question 
of a 40% reduction in hire about a year 
ago, the reaction was very cooperative. 
Sanko's main problem appears to 
have been the charters on its very large 
crude carriers (VLCCs) and the fleet of 
80,000-dwt tankers which it had ordered 
on its behalf and chartered in more than 
10 years ago. The tankers were char- 
tered on a bareboat basis at high rates 
for 10-year periods, renewable at the 
owners' option (rather than at Sanko's) 


44 


for a further five-year period. It is 
understood that some of these charters 
also contained provisions for further ex- 
tensions of up to three years at the own- 
ers' option. These options appear to 
have been exercised. 

Contrary to the accepted wisdom, 
Sanko's 1973 ordering spree of 56 
medium-size tankers was not the mas- 
terstroke it was made out to be, accord- 
ing to a broker close to the deal. “It was 
the first major wrong decision to be 
made," he told the REVIEW. “[Toshio] 
Komoto [a major shareholder and 
former president of Sanko] got a little 
out of touch with realities.” 

The reality was that having chartered 
in the medium-size tankers at a 
bareboat rate of US$1.55 a dwt a month 
for 12 years from Hongkong, Greek and 
US owners, Sanko attempted to 
timecharter out the ships to other own- 
ers at higher rates on the assumption 
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Pao: charter link. 





that draft restrictions at US ports would 
create a permanent demand for 
medium-size tankers. The extensive use 
of Caribbean refining capacity at deep- 
water ports put paid to that idea. 


| ronically, the US has turned out to be 
an important employer of the 80,000 
dwt tankers — but 10 years too late. At 
the beginning of this year the Bermuda- 
based Palm Line chartered 13 of the 
ships for one year in a deal involving 
movement of crude from Mexico or 
Nigeria to the US. The rate was around 
the US$2 level, plus a share of any profit. 
Sanko's tanker operations have 
proved to be a constant drain on the 
company's resources, and its seeming 
inability to get rid of VLCCS losing 
¥100 million a year has exasperated its 
bankers. Only one VLCC was sold last 
year out of total fleet disposals of 37 
ships amounting to 1.5 million dwt. 
Tanker disposals were supposed to have 
accounted for most of the planned fleet 
reduction of 150 ships by March this 
year, leaving a lean, well-balanced fleet 
of 10 million dwt with tankers compris- 
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% of the total. Yet, only a 
few vrai o Sanko was "Nouestng 
an additional ¥75 billion in loans to en- 
able it to buy out existing charters on 29 
of the medium-size tankers and the 
overall fleet was still more than 21 mil- 
lion dwt. 

In the event of Sanko failing to sur- 
vive its present crisis, 77 tankers total- 
ling 11 million dwt will be returned to 
their owners. But as most of them were 
either being traded on the spot market 
or else were performing contracts of af- 
freightment (COAs) at spot-market 
freight rate levels, downward pressure 
on the market is not expected to be 
great. However, as there already exists 
a surplus of 95.7 million dwt in global 
tanker capacity, it is unlikely that these 
ships will ever operate again. Most will 
end up in the scrapyards. 

Sanko's withdrawal from the dry- 
bulk market will have a major effect on 
that sector. The line's constant message 
to chartering brokers had been: "We've 
always got a ship where you want it” and 
competing lines always knew they had 
to beat Sanko to stand any chance of 
winning business. With the news, 
shortly after Sanko's application for 
court protection, that five of its spot fix- 
tures for coal out of South Africa had 
been cancelled, many brokers were in- 
clined to predict a sharpening in rates 
for beer lifting out of that area, and 
an overall blip in the dry-bulk markets is 
expected. In the long-term, however, 
rates could fall if the trading houses put 
the handy-size bulkers up for sale at dis- 
tress prices. 

As the news of arrests and attach- 
ments of Sanko ships in the US and 
South Africa spread in early August, 
the business departments of the other 
major Japanese lines were inundated 
with requests for short-term cover from 
Sanko's charterers. A general manager 
in Mitsui OSK Lines' research depart- 
ment, Hiroshi Hidaka, told the 
REVIEW, however, that the rates of- 
fered by the charterers were so low that 
the lines were not too interested. 

The real prizes to be gained from the 


‘collapse of Sanko are the long-term 


COAs it holds from Japan’s raw-mate- 
rial importers, and those it has won 
from foreign charterers. “All the majors 
are Knocking at the door of the foreign 
charterers," one Tokyo broker said, but 
until Sanko can be proven incompetent 
to perform these COAs (through non- 
performance owing to ships being ar- 
rested) there is nothing the charterer 
can do, however tempting the offer. 
While Sanko was filing for court pro- 
tection, its ships had no less than 1 mil- 
lion tons of iron ore for Nippon Steel on 
the high seas. It holds contracts for 3 
million tons of ore a year from Nippon 
Steel, 600,000 tons of ore a year from 
Sumitomo Steel and one year of a con- 
tract left to run an ore carrier on a shut- 
tle service for Kobe Steel. 
— Nick Seaward 
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The Review Focuses on 
Travel Trade Asia 


A ‘first’ for the Review, this Focus on Asia’s Travel Trade 
is not a destination guide but a detailed analysis of the entire 
tourism industry in Asia and its place in the national 
economies of the Region. 





The Focus to be published in the issue cover-dated 12 
September 1985, will examine every aspect of tourism from 
the airline industry right through to the lucrative convention 
and conference business, the rapidly developing incentive 
travel and exhibition industries. Focus will also look at what 
each country is doing to improve facilities to maximise 
revenue. 


As the world's premier publication on Asian affairs, the 
Far Eastern Economic Review's audience represents the 
highest concentration of Asia's decision-makers in business, 
banking, government and the professions. Research shows 
that an advertisement in the Review is the most cost effective 
means of reaching Asia's elite male business community and 
this is even more true in a Focus issue. 


Should your company or clients m — 
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. By Robert Cottrell in Sydney 
| Tr 16 foreign banks invited to es- 


tablish fully licensed commercial- 
bank subsidiaries in Australia expect to 
command a 20% share of the nation’s 


- banking business within five years, ac- 


cording to a recently published study 


. compiled by Canadian banking consul- 
tant 


rian Metcalfe. The banks are now 
involved in final detailed negotiations 
with Australia’s Reserve Bank, and are 
likely to begin opening their newly es- 
tablished subsidiaries for business later 
this year. 

In practice, say Australian bankers, 
not all 16 are likely to want to operate 
the diversified retail and wholesale ser- 
vices permitted to commercial banks. 
They regard perhaps six as serious full- 
service banking contenders, and say 


- that the other applicants see the licences 


as a question of status, while planning 
little if any change to their essentially 
wholesale and  investment-banking 
business. 

Despite the prospect of increased 
foreign competition, Australian bank- 
ers and bank analysts say that the out- 
look for established domestic commer- 
cial banks remains bright, and that non- 
bank financial institutions will be the 
principal sufferers. Recent sectoral 
reviews from the Sydney stockbroking 
firm Jacksons, and Melbourne 
stockbroker J. B. Were, say commer- 
cial-bank shares are cheap both on fun- 
damentals and relative to the stockmar- 
ket as a whole. 

Metcalfe interviewed officers of all 
16 potential incoming banks, and found 
them willing in most cases to provide de- 
tailed breakdowns of existing and pro- 
jected operations. None of the institu- 
tions is wholly new to Australia: all have 
some existing involvement through a 
merchant bank, finance company or 
representative office. Collectively, the 
16 expect to increase their staff from 
about 4,000 now to more than 8,000 by 
1990. They told Metcalfe that they ex- 
pert to be operating an aggregate 82 

ranches by the end of 1985, roughly 
twice that number by the end of 1986, 
and up to 246 in five years. 

Metcalfe says the foreign banks al- 
ready manage some A$10 billion 
(US$7.1 billion) of assets through their 
existing activities in Australia, making 
them, in total, roughly a quarter the size 
of Westpac, Australia’s largest bank. 
Their new  commercial-bank sub- 
sidiaries would be established with a 
proposed aggregate equity capital of 
A$1.575 billion, capable of support- 
ing an additional A $24 billion of other 
liabilities on the basis of the 6.5% 
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. Australian banks await the influx of foreign competition 


capital ratio expected to be applied to 
new banks, at least initially. Of the 
16, six are North American, four Euro- 
pean and six from Asia/Pacific coun- 
tries. 

A major preparatory step for several 
of the incoming banks has been to find 
office sites, in line with Australian Gov- 
ernment insistence that the newcomers 
show their commitment to retail bank- 
ing by opening street-level branches 
even though é ali | of them seem to view re- 
tail business with considerably less en- 
thusiasm than corporate business. With 
a prospective medium-term total of 200- 
300 branches between them, the new- 
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comers would offer little challenge to 
the 4,000 branches of the three major 
listed commercial banks. 


he least enthusiastic branch bank- 
ers are the three Japanese institu- 
tions — Bank of Tokyo, Industrial Bank 
of Japan and Mitsubishi Bank — which 
told Metcalfe) that they expected to 
open just 15 branches between them 
over the next five years, compared with 
Us to 130 branches planned by the five 
S banks. Potentially the most interest- 
"e entrant bank from a retail viewpoint 
ank of America, which has Austra- 

lia s leading chain-store group, G. J. 
Coles, as a 55%, shareholder in its Aus- 
tralian commercial-bank subsidiary. 
John McMurtrie, an associate director 


+% + 















lia, says | the | potential 
oer benetlt from Coles’ High Street 
customer penetration may make BA 
“the only bank not remorseful about 
having taken on local equity” in for- 
mulating its licence application. 

BA’s Australian merchant bank al- 
ready has a well-established position 
syndicating loans for Australian corpo- 
rate borrowers. McMurtrie believes the 
operation can manage the shift to 
broader-based commercial-bank ac- 
tivities without diluting its specialist ex- 
pertise and appeal in corporate and in- 
vestment banking. “Our corporate fi- 
nance people," he concedes, "were ini- 
tially horrified” at the prospect of 
operating within a commercial-bank 
format, but he believes that those wor- 
ries have now lessened. 

One source of reassurance is that the 
former Hill Samuel Australia, one of 
the country’s premier investment 
banks, sought and obtained commer- 
cial-bank status six months ago, without 
any apparent damage either to staff 
morale or client loyalty. (It was also re- 
named Macquarie Bank, and its was 
ownership restructured.) Macquarie 
managing director Tony Berg says the 
bank's transition was painless in terms 
of client and staff perceptions, and that 
the implicit backing 
given by the Re- 
serve Bank to li- 
censed commercial 
banks has worked 
to Macquarie's ben- 
efit in, for instance, 
the position limits al- 
located to it by other 
banks in the foreign- 
exchange market. 

The influx of 
new banks is going 
to mean still more 
competition in what 
is already one of the 
world's most heavily banked societies at 
the retail level. Australia has 45 
branches for every 100,000 people, vs 22 
in the US and 21 in Britain. Nor do the 
established commercial banks plan to 
make themselves a sitting target. Bill 
McInnis, Westpac's general manager for 
retail banking, notes that his own bank's 
upgrading of its retail network includes 
investment in 450 automatic teller 

machines over the past five years, a 
pioneering electronic point-of-sale pay- 
ment system, and a branch network re- 
structuring to deliver basic retail services 
cheaply and electronically at the local 
level. 

At the corporate level, with takeover 
bids currently running at an annualised 
rate of one for every 10 Australian listed 
companies, bank credit lines can 
scarcely be in short supply — despite 
prevailing high interest rates. "With 
some recent bids — notably that by 
Bond Corp. for the brewer Castlemaine 
Tooheys financed largely by foreign 
credit — already exploring the outer 
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frontiers of plausibility, there seems | - 


legitimate for concern about any 
further decline in the quality of Austra- 
lian corporate credit, where most of the 
new bank lending will in practice be 
concentrated. 

Almost all the foreign banks told 
Metcalfe that they thought they were 
viewed unfavourably by domestic in- 
stitutions. But Stuart Fowler, Westpac's 
chief general manager for international 
and corporate business, says that his 
bank has actively encouraged Austra- 
lian financial liberalisation, mainly to 
facilitate closer ties with other re- 
gional economies and financial institu- 
tions. 

He says his only serious reservation 
about the current wave of foreign bank 
entrants is that he would like to have 
seen more licences going to banks from 
other Asian countries: of the 16 new en- 
trants, the Asian representation com- 

rises only the Hongkong and Shanghai 

anking Corp., Singapore's Oversea- 
Chinese Banking Corp., the three Ja- 
panese banks, P us a special branch li- 
cence extended separately to Bank of 
China. Westpac has been one of the im- 
mediate beneficiaries of reciprocity 
deals triggered by the Australian in- 
vitations: it announced on 15 August 
the receipt of a Japanese Govern- 
ment licence to open a bank branch in 
Tokyo. 


Fu says Westpac has little fear 
from increased domestic competi- 
tion: “They are already here," he says of 
the foreigners, *and have been here for 
some time in some shape or form." 
Stockbrokers seem to agree. Jacksons' 
bank analyst Mike Pulman recommends 
Westpac because he says it has the 
strongest balance-sheet in a generally 
attractive banking sector. Were's Brad- 
ley Rees forecast in July total returns of 
35-52% over the next 18 months to in- 
vestors in commercial-bank shares. Pul- 
man says deregulation is reversing the 
long-term decline in Australian banks' 
share of the credit market, and that they 
are now clawing back market share 
from non-bank intermediaries such as 
finance companies, building societies 
and credit unions. Rees notes that over 
the 12 months to July, finance-company 
deposits grew 11%, while the major 
commercial banks added 17%. 

For coporate treasurers and market 
raiders, the entry of the foreign banks 
can scarcely be other than a delightful 
prospect, particularly if the early phases 
of operation are marked by a scrabble 
for market share. The banks them- 
selves, discussing pricing policy with 
Metcalfe, were understandably hedging 
their bets: while only one in three of the 
foreign bankers said they expected to 
win customers by undercutting loan 
pricing, nine out of 10 said in answer to a 
separate question that some form of 
“loss-leading” promotion would be “in- 
evitable." o 
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Sydney's finance district: times of change. 


OPENING TIME 


This table, compiled by the Sydney 
stockbroking firm Jacksons, sum- 
marises the major changes which 
have contributed to the deregula- 
tion and internationalisation of 
Australia’s banking system. 


JAN. '79: Establishment of Campbell 
Committee announced. à 


FEB. '81: Australian Bank granted au- 
thority to act as a bank. f 
JUNE '81: Consent given to merger of 
Bank of NSW/CBA and National 
Bank/CBC. 

MAR. '82: Withdrawal notice require- 
ment on savings bank investment ac- 
counts removed. Reduction in mini- 
mum term of trading bank fixed depo- 
JUNE '82: Cessation of quantitative 
bank lending guidance. 

AUG. '82: Savings banks LGS/deposits 
ratio reduced from 40% to 15%. 

JAN. '83: Liberal government an- 
nounces decision to admit foreign 
banks — later deferred by Labor gov- 
ernment. 

MAY '83: Establishment of Martin 
Committee to review Campbell Com- 
mittee recommendations announced. 


DEC. '83: Most exchange controls re- 
mov 


APR. '84: Non-bank financial institu- 
tions authorised to deal in foreign ex- 


AUG. '84: Complete removal of con- 
trols on minimum and maximum 


SEPT. ‘84: Call for new domestic and 
foreign banking applications. 
FEB. '85: NSW Building Society's ap- 
plication to act pepe as bank an- 
nounced. 16 overseas banks invited to 
uis Bask: ar wy — 

ted au to act as 
a trading bok. 


APR. '85: Interest rate ceilings on bank 
loans under A$100,000 for all 
other than removed. Ar OT 
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of a glut 


India seeks outlets for large 
surpluses of wheat 


By Mohan Ram in New Delhi 


A^ embarrassment of surplus food is 
lying almost unprotected in India, 
exposed to the sun and rain. Almost à 
fifth of the grain crop for 1984-85, most 
of it wheat, has been warehoused — 
with much of it sitting in plastic bags for 
several weeks for want of proper stor- 
age space. The record grain stock, put at 
about 30 million tonnes, is already cost- 
ing huge sums both in storage costs and 
in the bank credits involved. If it cannot 
be warehoused, consumed or exported 
before the new harvest arrives in De- 
cember, it may simply rot. Some is re- 
ported already to be unfit for human 
consumption. 

India will have trouble selling the 
grain in the world market, as its wheat is 
relatively expensive. Foreign sales thus 
mean subsidies — an additional expense 
and an awkward political situation for a 
country where roughly half the popu 
tion lives below the poverty level in nut- 
ritional terms. Yet even for such a 
poorly fed population, there is too much 
grain on hand. It has been estimated 
that India needs a core buffer stock of 
some 12-13.5 million tonnes, plus 
another 6-8 million tonnes' safety mar- 
gin. The peak inventory level is sup- 
posed to be no more than 24 million ton- 
nes on any given | July (the crop year it- 
self ends in March). 

There is a significant imbalance be- 
tween wheat and rice. Rice is India's 
main cereal. In 1983-84, the country 
grew 59.5 million tonnes of rice, against 
45.5 million tonnes of wheat (Other 
cereals accounting for the total food- 
grain crop of 151.5 million tonnes). 
India's surplus is thus in wheat, and 
the achievements of its Green Revolu- 
tion are limited to this crop. The Green 
Revolution has left rice virtually un- 
touched and big improvements in rice 
yields are in wheat-eating areas and not 
in the rice tracts. In terms of domestic 
prices, a kg of wheat is much cheaper 
than a kg of rice, and India could well do 
with more rice rather than more wheat. 

At the beginning of every crop sea- 
son, the government announces its 
guaranteed grain-purchase price. Farm- 
ers are free to sell their surpluses on the 
open market if they find prices there are 
higher, but in a glut year, the govern- 
ment price is more attractive. The grain 
bought by the government goes into the 
buffer stock which is used to supply a 
network of fair-price shops. There is no 
statutory rationing, but in urban areas 
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This is meant to have a restraining ef. 
on prices in the open market. TH 













1) has varied. It rose from 13 million 
onn 
983, but dropped to 13.42 million ton- 
sin 1984. 
. Successive bumper harvests in the 
983-84 and 1984-85 crop vears have 
sent grain buffer stocks soaring. There 
was record government procurement of 
17.17 million tonnes in 1984-85, sur- 
passing the previous year's record by 
1.66 million tonnes. Since the monsoon 
has behaved well this vear, the grain- 
production target of 160 million tonnes 
May well be reached. Last year's pro- 
duction is estimated at 148 million ton- 
es, against about 151.54 million tonnes 
n 1983-84. Back in 1980-81, annual pro- 
uction was only 129.59 million tonnes. 
At the beginning of June, the buffer 
ck stood at 28 million tonnes (of 
ich rice accounted for only 7 million 
es). It has now reached a peak of 30 
lion tonnes and at least 10 million 
ines (mostly wheat) has had to be 
red under sheets and thereby ex- 
sed to sun and moisture. (It has been 
mated that stocks may rise to 35 mil- 
n tonnes at the end of the next mar- 
ing vear.) 









dia faces tough competition in 
he market. Its wheat is quoted at 
-1,800 (US$152.54) a tonne while 
| price of US wheat has slumped to 
1,632 a tonne. Although India has a 
ight advantage of Rs 180 a tonne over 
1e US, it could not sell wheat in Pakis- 
in — or even to Sri Lanka, where it lost 
tto the US by Rs 24 a tonne. 

very tonne of wheat exported from 
buffer stock will cost the govern- 
ient Rs 2,200 a tonne because until 31 
uly wheat stored in Punjab state (the 
biggest grower) cost the government 
Rs 1,920. This includes the handling and 
storage charges and interest on the 
funds tied up. The cost is rising by Rs 22 
. a tonne each month. On top of this, ex- 
ports of wheat also mean rail, port and 
freight charges. And, the transport sys- 
tem cannot cope; the railways, for 
example, cannot move more than 8-10 
million tonnes a year from Punjab and 
Haryana. But the government's annual 
procurement from these states is more 
than that. 

India has found a reluctant buyer in 
the Soviet Union. After buying 500,000 
tonnes initially, the Soviets showed re- 
servations following a controversy over 
the incidence of disease in the grain sup- 
plied. Now they are inclined to buy 2.5 
million tonnes: of Indian wheat to meet 
ieir import requirements, estimated at 
26 million tonnes this year. But India will 
have to subsidise the sale heavily. 




































ake of grain from this network’ |. 
»wn as the Public Distribution Sys- |... 


es in 1981 to 16.21 million tonnesin | A 



























aerospace interests- against technical 
evaluators. —- not only from MAS, but 
also-from the government's own Trans- 
port Ministry. 

MAS had planned to take delivery of 
a single. Boeing 747-300 passenger jet in 
June 1986, and to fit it with an upgraded | 
version of the Rolls Royce (RR) 
RB211-524D4 engine now powering the 
airline's two 747-200 jets. However, a | 
deal is being discussed with Pratt & 
Whitney of the US, to supply engines 
for the aircraft. The 747-300 has a 
stretched upper deck, increasing pas- 
senger capacity for MAS’ anticipated 
entry into the US market with two 
flights. a week, and for additional 
weekly flights to London. MAS also 
operates four European-made Airbus 
Industrie: planes and three DC10 air- 


TRADE 


craft, all of which are fitted with Gen- 
eral Electric (GE) CF6-50E2 engines. - 

According to well-placed sources in- 
side the government, a Transport 
Ministry paper recommending the RR 
purchase ran into unexpected opposi- 
tion at a 3 July cabinet meeting — which 
decided to create a Finance Ministry 
review team to vet the proposal again. 
An immediate consequence of the delay 
in going firm on the British engines is 
said to be the putting back of the 747- 
300's delivery date; Boeing’s strict pen- 
alty clause provisions could require 
MAS to pay US$1 million for taking de- 
livery, not in June, but in the US com- 
pany's third quarter (July-September) 
next year. 

Sources said Daim's review team re- 
ported to the cabinet on 7 August — and 
recommended not only a change to the 
engine supplier but also to the pace at 
which MAS is replacing its aircraft fleet. 
Instead of the RB211-524D4 (Upgrade) 
engine, the committee urged the use of 
Pratt & Whitney JT9D-7R4G2 designa- 
tion engines. Instead of leaving the 


. MAS take-up of 747-300 version planes 


Close to snapping 


Inro's unity is stretched by a price-support cut 


By James Clad in Kuala Lumpur: 

| gainst a sombre background of 

'* steadily weakening natural-rubber 
prices (REVIEW, 22 Aug.), 28 members 
of à 33-nation council overseeing the In- 
ternational Natural Rubber Agreement 
(Inra) had a confrontational session 
here on 13-15 August. Facing strong 
and generally unified consumer-country 
demands, notably by the US and EEC 























the years. The volume of rubber actual- 
ly passing through world markets may 
even be declining — despite higher pro- 
duction and consumption levels. Price 
changes for end-products rarely reflect 
raw-material cost changes. 

Sources from both consumer and 
producer camps of Inro described the 
gathering as “rancourous” and as appa- 
rently “unwilling to come to grips with 
deeper problems afflicting natural rub- 
ber's share of the world elastymer mar- 
ket." The meeting also studiously avoid- 
ed a number of issues, including the 
method used to determine the price at 
which Inro intervenes in the market. 





The intervention is limited to physical 
trade, and does not include rubber-fu- 


tures contracts, but interventions ear- 
lier this year in Singapore and elsewhere 


_had almost no effect. Meanwhile, there 


are signs that both consumers and pro- 
ducers are finding the price-support 


| mechanism increasingly unsatisfactory. 
ei During the past year, Inra con- 
| sumer countries have begun to chafe 











































to one for the time being, the committee 
said firmer plans should be made to buy 
more of the aircraft, working on a “roll- 
over" finance principle similar to that 
used by neighbouring Singapore Air- 
lines. 

Interests linked to RR and GE said 
their companies were not consulted by 
the Finance Ministry evaluation team. 
Despite further consultation with MAS’ 
management after 7 August, sources 
said cabinet upheld the Daim commit- 
tee's recommendations a week later — 
on 14 August. MAS technical advisers 
are said to be working to complete 
specifications for the Finance Ministry 
plan in time for a meeting with Pratt 
& Whitney representatives on 30 Au- 
gust. 


hanging the engine's suppliers 

could complicate Malaysia's often- 
troubled ties with Britain: though Prime 
Minister Margaret Thatcher on a visit to 
Malaysia in April in principle accepted 
Malaysia's case for a fifth weekly MAS 
flight to London (REVIEW, 25 Apr.). 
the loss of an expected sale of the RR 
engines (which have not vet been for- 
mally certified for the 747-300 aircraft) 
could sour the willingness, at the politi- 
cal level, to accede to MAS’ wishes. 
A joint British Airways (BA)-MAS 
working group will meet soon in Lon- 
don to talk over fifth-flight details, and 
though BA has been careful to avoid 
suggestions of any linkage between a 





under the growing burden of price 
support. Members now have about 
M$900 million (US$365.8 million) tied 
up, à figure that includes the manager's 
most recent call for M$185 million — 
due by 9 September. Under Inra, 
once the manager has accumulated 
300,000 tonnes of rubber, a mandatory 
3% cut to the reference price must be 
made — unless two-thirds of the mem- 
bers (on both the producing and con- 
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MAS' Boeing: row over engines. 


fifth weekly flight and the engine deal, 
Whitehall's calculations could be differ- 
ent. 

If the modified plan proceeds, there 
could be large financial implications: 
several industry sources, some perhaps 
self-interestedly, said US$100 million 
could easily be spent for engines for four 
of the new Boeing jets. Sources caution- 
ed that the engines issue is complex: on 
the one hand, the airline fears that 747s 
equipped with RR engines might be 
more difficult to sell on the second-hand 
market as only about 50 of the approxi- 
mately 620 747 aircrafts now operating 
have RR engines. On the other hand, if 


suming sides) agree toa different figure. 

The members’ money goes towards 
financing the buffer-stock mechanism 
(which includes warehousing, insur- 
ance, inspection and financial-advisory 
fees as well as direct purchasing costs) 
and also towards the costs of running 
the Kuala Lumpur-based Inro — 
which houses an executive director 
(an Indonesian) and the buffer-stock 
manager (an American). A few lag- 
gards — notably Mexico 


and Peru — have been 
slow to pay recent calls 
for additional  buffer- 


stock finance. 

The price-support re- 
vision (which comes on 
top of a 1% out agreed 
upon in May 1982) has 
cast a pall over the future 
of the accord, described 
by one US trade official as 
the "best of a bad lot" of 
multilateral, commodity- 
stabilisation agreements 
negotiated during the 
1970s. With the buffer- 
stock manager. believed 
to be holding more than 
340,000 tonnes, Inra's 
buffer-stock . ceiling of 
550,000..tonnes — the 
existin 400,000-tonne 
limit plus a 150,000-tonne 
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MAS purchases Pratt & Whitney en- 
gines, it would be servicing three differ- 
ent engine types — an unwieldy task for 
a small airline. 

In Malaysia, RR is represented by 
interests linked to Negri Sembilan roy- 
alty, notably Antah Holdings" Tunku 
Imran ibni Tuanku Ja'afar and Tunku 
Naquiyuddin ibni Tuanku  Ja'afar. 
Datuk Eric Chia (on the board of Unit- 
ed Motor Works and known to be close 
to Prime Minister Datuk Seri Mahathir 
Mohamad) represents Pratt & Whitney. 
Neither Chia nor Finance Ministry rep- 


resentatives have been available for 
comment. 
contingency cushion — is closer than 


ever. The signs of continuing slack de- 
mand are worrying the big producers 
which like Malaysia, have nurtured a 
large number of rubber smallholdings 
over the vears. 

Malaysian delegation leader Ahmad 
Farouk made obvious his country's and 
other producers' dismay at the price- 
support drop, suggesting in closed! ses- 
sions that Malaysia might feel obliged to 
give the obligatory year's notice of in- 
tention to leave the Inra if stronger 
producer supports do not materialise. 
(Malaysia, the world's top rubber-pro- 
ducer, signalled the same intention in 
May 1982 after the group approved a 
1% drop in the reference price.) The 
Thais were apparently prepared to fol- 
low Kuala Lumpur's lead if push came 
to shove — but the Indonesians ap- 
peared to be straddling the fence. After 
Malaysia, Thailand and Indonesia top 
the list of rubber producers. 

The immediate effect of the meeting 
Is to lower the reference price used by 
the buffer-stock manager. Pegged half- 
way between the manager's floor and 
ceiling prices (which represent his may- 
buy and may-sell trigger points) the re- 
ference price now drops to 2.017 *Ma- 
laysian-Singapore dollars"; that is, to 
the mean value of the two units at cur- 
rent exchange rates. The must-buy 


point is 15% below this. o | 
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Computer terminals; grain harvest; copper miners: middle income target. 





£ 


TET 
NBN | 


Y 


| ni | > 4 e » | 3 1 
"T € os 1 
* sp 8 
" d " ex i t hd 
a ee ANED 


Š " * E 
* 4d AN ' tA 
P > &- 
4 .* 
4 
" 
— 





PHOTOS XINHUA 





China can do it, says the World Bank, if... 


Economic marathon 


By Robert Delfs in Hongkong 

hina's long-term economic aim, 

communist party General Secret- 
ary Hu Yaobang recently announced, 
is to catch up with the world's develop- 
ed countries by the middle of the 21st 
century. To reach that goal, China's 
very low per capita income would have 
to increase by at least 5.5% a year for 
the next 60 years. As an interim goal, 
the Chinese Government has targeted 
the quadrupling of the gross value of 
industrial and agricultural output 
(GVIAO) — China's most frequently 
used measure of overall national out- 
put — and increasing per capita na- 
tional income from about US$300 to 
US$800 between 1980 and the year 
2000, an average annual growth rate of 
5%, 

This target is feasible, the World 
Bank says in an as-yet confidential re- 
pes on the Chinese economy. If popu- 
ation growth can be held to about 1% a 
year, quadrupling GVIAO would mean 
that China could achieve its income- 
growth target and enter the ranks of 
middle-income economies by the turn 
of the century. The investment rate 
needed, approximately 30% of national 
income, is consistent with past levels. 
The actual per capita national income 
growth achieved in 1979-84 — 6.8% — 
is well above the targeted rate. 

But attaining this target will depend 
upon how efficiently resources are used, 
the report says, and the conditions for 
sustained, rapid growth are far from 
fully met except in agriculture. If effi- 
ciency of investment were no higher 
than the 1957-77 average, per capita in- 
come growth would slow to about 4%. 
Growth could be slower still, moreover, 
if agriculture or energy production en- 


countered unforeseen obstacles, or if 
there were serious domestic or interna- 
tional misfortune. 

As an alternative to the relatively 
high-risk strategy of quadrupling 
GVIAO, the World Bank has outlined a 
different development path which it 
calls the Balance scenario, stressing 
rapid development of services (includ- 
ing commerce) and more efficient use of 
investment and other resources. This 
approach would shift the structure of 
the Chinese economy from the present 
Soviet-type pattern towards the sectoral 
balance of Japan and other successful 
developed countries at comparable 
stages of development. 


THE SUM OF THE PARTS 


Structure of China's output compared 
with others in the region 
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*Industry includes mining, manufacturing, 
construction, electricity: water and gas. 


Source: World Development Report 1985. 





REVIEW DIAGRAM S by F rank Tam 


While the interim goal of quadrupl- 
ing GVIAO would not necessarily be 
achieved, China could still attain its 
target of raising per capita income to 
US$800 by the year 2000. Moreover, 
the target rate of national income 
growth could be reached with lower 
rates of investment (and hence higher 
consumption levels) and with less strain 
on energy supply and transport capa- 
city. 


he report, entitled China: Long- 

Term Issues and Options, is the sec- 
ond major study of the Chinese econ- 
omy undertaken by the World Bank. A 
previous report, China: Socialist Eco- 
nomic Development, completed in 1981 
and published in 1983, broadly en- 
dorsed China's economic reforms and 
was widely influential as the most com- 
prehensive study of the Chinese econ- 
omy yet undertaken. 

e new report consists of seven vol- 
umes, including à main report, detailed 
examination of issues in education, ag- 
riculture, energy and transport; a com- 
parative study of China's economic 
structure and an explanation of the 
computer model of the Chinese econ- 
omy used in the report. The document, 
based on work by members of an econo- 
mic mission which visited China twice in 
1984, has not been publicly released. It 
will be officially presented to the 
Chinese Government in October. 

Efficient use of all available re- 
sources, including labour, will be the 
key to modernisation, the report says — 
outweighing even the availability of 
energy or access to advanced foreign 
technology. In these terms, the “condi- 
tions for rapid, sustained growth are at 
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present far from fully met in China, ex- 
cept in agriculture where outstanding 
progress has been made in recent years 
with the introduction of the production- 
responsibility system," the study says. 
The report is therefore explicitly pre- 
mised on the central committee's Oc- 
tober 1984 Decision on urban economic 
reforms. 

Reforming the economic-manage- 
ment system will involve coordinated 
progress in three areas: 

» Greater use of market regulation to 
stimulate innovation and efficiency. 

» Stronger planning combining indirect 
and direct economic controls. 

» Social measures to counterbalance 
tendencies towards inequality and insta- 
bility. 

Rapid service-sector expansion, the 
report argues, is closely associated with 
system and management reforms, Ex- 
pansion of commerce would go hand-in- 
hand with expansion of market regula- 
tion and increased specialisation. Simi- 
larly, a decentralised economy cannot 
function properly without a comprehen- 
sive system of commercial and contract 
law, and the institutions and personnel 
to carry it out. Enterprise-support ser- 
vices, including finance, accounting and 
law, are, therefore, corollary to expand- 
ing enterprise autonomy and specialisa- 
uon. The benefits of expanding the ser- 
vice sector would more than make up 
lor its costs, the report says, not only 
through direct services to households 
but also by indirect contributions to the 
efficiency of industry and agriculture. 

China's exports have rapidly grown 
to 9. 10% of GDP (including non- factor 
services), a higher ratio than India and 
comparable to middle- and high-income 
continental economies such as Brazil 
and the US (though far less than the 
peninsular economies of South Korea, 
Thailand and Malaysia). But there is an 
unavoidable tension, the bank says, be- 
tween the advantages of further ex- 
panding international contact and the 
danger of increased economic instabil- 
ity and increased regional inequality, as 
the benefits of foreign trade and invest- 
ment will tend to be concentrated in cer- 
tain localities. 

If contacts are to be increased, the 
question is whether China should move 
towards a truly “open door," or whether 
it should maintain thé present “airlock” 
of state intermediatión — with separate 
price systems and foreign-exchange 
controls which insulates China's econ- 
omy from the rest of world. Greater in- 
volvement in the world economy can 
undoubtedly raise economic efficiency 
and income in China, the report says — 
but the risk of greater involvement is 
that the domestic economy would be ex- 
posed to product-price volatility, infla- 
tion and fluctuations in world demand. 
Large trade deficits or surpluses and un- 
wanted capital flows would be more dif- 
ficult for the state to control. 

Although the report does not full 
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1.2 4 Trillion ton-km 
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River and rail transport: improved. 


On to the fast track 


ransport, like energy, is one of the critical sectors constraining 

growth. Although China's t network has been en greatly in improved in —— 
the past 30 een, it has not kept up with the expansion of de 
city is very efficiently in individual transport sectors, notably the ent 
ways, service falls short of demand. The entire system is burdened by poor 
short-haul services and inadequate inter-modal connections. 

By international standards, China's transport (Cac US dollar of prose is m: 
more than 3 ton-kilometres (TKM) for each US — 
duct — against less than 2 TKM in India and the US. Duc tesbin li theca 
ordinary demands placed on the transport system by coal, which makes up 
38% of railway freight volume. China's most im t coal reserves are lo- 
cated in the northeast, while cni dus population are mainly concentrated 
along the coast and eastern river 

orld Bank projections of China's rt —: in the ai t 
range from a high of 3.2 trillion TKM (assuming high industrial aptid 
under the Quadruple scenario and TM. moderate improvements 
efficiency) to a low of 2.4 trillion TKM, under the Balance Meere 
tions of lower industrial growth, faster expansion of the service sector and — 
ter efficiency gains. Changes in the structure and tion of the 
sector, however, will be at least as important as increasing overall 


pacit 

The road system is the weakest link in China's internal-transport area is than an 
totalling only 930,000 km, about 100 m for each km? of land area (less 
eighth of the road density yy US). According to the , there are only 
300-500,000 km of rural roads. Chinese authorities claim ,000 km of rural 
roads, but this is still much less than India (900,000 km) or Brazil (1.2 million 
km). More than 85% of roads are ed and unsuitable for heavy trucks or 
all-weather use, and about 25% are basically mud tracks. Such also im- 
pose high fuel and tenance costs on the vehicles which use them. Most 
roads radiate from capitals or urban centres; there is no inter-urban 
or inter-regional network parallel to the sti AS yr so many goods which 
would be better shipped by medium- or long- trucks (such as light indus- 
trial manufactures) must be fer Li by rail. 

Increasing coal production will heavier loads on the rail system. Total 
rail freight transport is projected to reach 1.3-1.7 trillion TKM, 2.3-3 times 
1980 levels. This could be achieved under the Balance scenario assumptions, 
the report says, with a relatively modest 15% increase in the total rail network 
to 60,000 km and a dou ^de the 1980 average density. A 
increase was achieved in the Soviet Union between 1960 and 1975 
of the rali nem steam to electric and diesel traction and double-tracking a 
of the network. — Robert Delfs 
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anticipate the problems China has re- 
cently experienced with trade decen- 
tralisation (it was apparently completed 


- before the magnitude of the foreign-ex- 


change reserves drop in late 1984 and 
early 1985 became clear), it does warn 
that abrupt decentralisation would be 
unwise, "since most domestic enter- 
prises do not yet have appropriate moti- 
vation or independence, and since some 


. prior changes of domestic prices would 


ease the adjustments required." The re- 
port also urges careful monitoring of the 
exchange rate in the course of decen- 
tralisation, and warns that too high an 
exchange rate would encourage exces- 


- siveimports while discouraging exports. 


The theoretical argument for foreign 
trade for China is that, beyond provid- 
ing access to modern technology, it can 
increase efficiency by encouraging spe- 
cialisation and achieving economies of 
scale. Trade can also stimulate efficiency 
by exposing domestic producers to in- 
ternational competition, though this 
must be balanced against the possible 
stifling of infant or strategic industries. 

A more direct linkage between 
domestic and world prices, at an ap- 

ropriate exchange rate, would provide 
tter signals to Chinese enterprises 
about the relative value of domestic 
products and imports, making it easier 
to identify where China's true compara- 
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Container ship: foreign trade exposes domestic producers to competition. 





tive advantages actually lie, and contri- 
bute to a needed widening of price diffe- 
rentials between low- and high-quality 
goods within the domestic economy. 


p rovected trade levels, in terms of 
percentage share of GDP, are simi- 
lar under the three economic scenarios 
examined in the report. The economic 
model constructed by the World Bank 
is really only suitable, however, for 
analysing sectoral demand for trade (in 
the form of short-term imbalances of 
supply and demand), which is a residual 
of production and consumption func- 


| Route maps of the path 
to 2000 and beyond 
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he World Bank looked at the long- 

term development options facing 
China's policymakers with the aid of an 
economic model of the Chinese econ- 
omy. The model was used to project po- 
tential patterns of growth and structural 
change to the year 2000 under three dif- 
ferent sets of scenarios. The three pro- 
jections — termed Quadruple, Moder- 
ate and Balance — are not predictions, 
but rather illustrate the likely implica- 
tions of certain policies in the context of 
other factors which may be beyond the 
Chinese Government's control. 

The Quadruple scenario is closest to 
current Chinese planning. projections, 
the World Bank report says. This 
scenario assumes that domestic savings 
continue to account for a high (29%) 
proportion of national income. China's 
goal of ignem ling the gross value of 
industrial and agricultural output 
(GVIAO) by 2000 is attained. Gross 
domestic product grows by 6.6% a year 
and per capita GDP reaches US$800 by 
the end of the century. But high-speed 
(8%) industrial growth puts consider- 
able pressure on energy supplies and 
transport. 

The success of this scenario would 
depend on achieving a high level of eco- 
nomic efficiency, equivalent at least to 
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the average realised over 1952-82, 
with reforms checking the past tendency 
towards deterioration. In the model, 
economic efficiency is expressed as the 
aggregate incremental capital-output 
ratio (ICOR — the average amount of 
net investment needed to produce a unit 
increase of output). Specifically, China 
would need to achieve an aggregate 
ICOR of 4.5, which is similar to the his- 
toric ratio in China over 1952-82, but 
considerably better than the 5.5 ratio 
achieved over 1959-82. 

Other assumptions of this scenario 
are an average annual growth in crop 
production of 3.6% , doubling of crude- 
oil production over 1980-2000, and coal 

roduction in 2000 of 1.4 billion tonnes. 
oreign borrowing increases gradually 
towards a debt-service ratio of 15%. 

The Moderate scenario considers 
what would happen at a lower level of 
economic efficiency comparable to the 
actual conditions over 1959-77. Econo- 
mic results in this period, encompass- 
ing recessions in 1959-62 and 1967-69 
that were associated with the Great 
Leap Forward and the Cultural Revolu- 
tion, were similar to those of the Soviet 
Union in 1950-75 and India in 1960- 
82. It is also assumed that crop pro- 
duction grows more slowly, at 2.9% a 


tions. Exports rise from 8.4% of GDP in 
1981 to 10-11% in 2000, implying a net 
growth of 12-13.5% (in current US dol- 
lar terms), with import deficits of 
0.3-0.4% of GDP in all three scenarios. 

Manufactured exports, which were 
51% of total exports in 1983, are expect- 
ed to grow much more quickly than pri- 
mary goods. This is despite relatively 
slower growth in sales of textiles and 
clothing (currently the most important 
category of manufactured exports) for 
which China now accounts for 5% of 
world trade. 

Direct foreign investment, the re- 


year, and coal production in 2000 
reaches only 1.2 billion tonnes (the cur- 
rent target). 

In this scenario, GDP growth would 
slow to 5.4% and per capita GDP 
growth to 4.3%. This is still above the 
average growth rates of upper middle- 
income developing countries over 1960- 
82, but per capita national income 
would be slightly less than US$700. 
Squeezed by the high rate of invest- 
ment, household consumption would 
remain a relatively low proportion of 
national income. But due to the failure 
to achieve targeted industrial growth 
rates, the pressures on energy supply 
and transport infrastructure would be 
less than in the successful Quadruple 
scenario. 


third scenario, Balance, suggests 

rapid development of services (in- 
cluding commerce) as an alternative to 
the industry-intensive Quadruple formula 
and the low GDP growth Moderate 
scenario. In Balance, investment is re- 
duced to 26% of national income. This 
allows higher levels of consumption, 
and household consumption of com- 
mercial and miscellaneous services 
grows faster than in Quadruple. The 
share of household income spent on 
manufactured goods grows more slowly 
than in Quadruple and expenditure on 
food declines faster and is offset in part 
by increased consumption in restaur- 
ants. The various economic sectors' de- 
mands for commerce and other inter- 
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_ Says, is important less for 
Foreign — or advanced technolo 
it brings t 
fect of exposing Chinese enterprises to 
modern business and management 
techniques. To realise these benefits, 
however, foreign and joint ventures 
must be distributed across a wide range 
of localities and activities, rather than 
confined to special geographic zones or 
particular sectors. A similar argument 
was put forward earlier this year by a 
Chinese economist (REVIEW, 9 May). 

Not surprisingly, the World Bank 
endorses price reforms to give market 
supply and demand a greater role, but 
acknowledges anxiety that decontrol- 
ling prices may lead to general price in- 
flation, due to chronic shortages of 
many goods, and obstruct the allocation 
of materials to key projects. But the re- 
as rejects the argument that price re- 
orms can be long delayed. Soviet and 
East European experience sug- 
gests that chronic shortages are 
not a temporary result of produc- 
tion imbalances but an enduring 
feature of an administered econ- 
omy, the report argues, and points 
to China's successful efforts in de- 
controlling agriculture. 

But it may take years before 
supply and demand are fully re- 
sponsive to prices. "China lacks 





mediate services is increased by 
3% a year in Balance while re- 
maining constant in Quadruple 
and Moderate. 

The rapid growth of commerce 
and other services in this scenario 
creates additional demand for 
fixed-capital investment. This is 
offset, however, by various as- 
sociated improvements in econo- 
mic efficiency within the commercial 
sector and also in the economy at large. 
It is presumed that a larger and better- 
equipped commercial system would re- 
duce enterprises’ need to stockpile raw 
materials and intermediate goods, which 
reduces the requirements for circulating 
capital, and facilitate greater special- 
isation which would help economies of 
scale. These factors ts the aggre- 

ate [COR in Balance to 4.0, compara- 
le to Japan’s capital-output ratio over 
1950-80. 

Under the Balance scenario, indus- 
try grows at 7.1% a year, one percent- 
age point less than Quadruple, while 

VIAO growth is only slightly higher 
than in Moderate. The additional con- 
tributions of the expanded service sec- 
tor, however, enables Balance to match 
the GDP growth of the Quadruple 
scenario with lower demand for energy 
and transport and a lower rate of invest- 
ment, and hence, higher consumption 
levels. 

However useful the scenarios may be 
as illustrations, it is misleading to fully 
identify the Quadruple scenario with 
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ary r ' general price levels,” 
the report says. Price reform would still 
have to be a gradual process, and could 
be carried out alongside gradual dis- 
mantling of the annual production plan- 
ning and aliocation system now under 
way. 


ncreases in most energy prices, 
however, should be made more 
uickly, either administratively or via 
the market. The ripple effects as the 
higher costs are passed on should be wel- 
comed, not feared, the report says, be- 
cause. discouraging consumption of 
energy-intensive E can make an 
important contribution to raising the 
economy s overall energy efficiency. 
Substantial rent increases are also 
needed in the near term, the report 
says. These could be accompanied by a 
large-scale programme of selling state- 
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SCENARIOS: 1981-2000 





tGross value of industrial and agricultural output. 
Sources for 1984 figures: State Statistical Bureau (except ++ World Bank). 


current government policy, or to pose 
the Balance scenario as wholly distinct 
from current Chinese planning perspec- 
tives. The various assumptions of these 
respective scenarios are not mutually 
exclusive. China could conceivably 
combine high investment and industrial 
growth with efficiency gains and rapid 
growth of services, for example. The re- 
port mentions such a variant scenario, 
which would imply per capita GDP 
growth of 6.5%, while GVIAO growth 
would more than quadruple. 


A though the goal of quadrupling 
GVIAO has never been officially 
disavowed, many Chinese economists 
consider gross national product to be 
a much more appropriate means of 
measuring economic growth, precisely 
because it reflects a more comprehen- 
sive concept of economic activity en- 
compassing commerce and services. 
Shanghai municipality is already con- 
verting to à GNP system of accounts 
and the rest of the country may follow 
soon. 

Current investment and industrial 
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and enterprise-owned housing to its 
esent tenants, who would otherwise 
ace higher rents. This would have the 
additional effect of — up a large 
portion of existing personal-savings a 
posits (equivalent to 36% of annual re- 
tail sales at year-end 1984), reducing the — 
potential scale of panic buying in antici- 
pation of other price increases. (It. 
would also be a windfall for the state - 
and many enterprises, as current rental — 
incomes from municipal and urban-en- 
terprise housing scarcely cover mainte- | 
nance and depreciation costs. ) A 
The two-tier pricing arrangements 
now in effect for many raw materials 
and producer goods — in which a por- — 
tion of total output is sourced and allo- ` 
cated under production and distribution 
plans at fixed prices, with the rest soldat. ` 
market prices — leads to inequities 
among enterprises and complications in - 
adjusting the state allocations, and — 
should only be considered a transi- — 
tional measure, the report says. — — 
The bank also encourages - 
further decontrol of farm pro- 
ducts, including staples, and the © 
replacement of the multiple-tier — 
price-procurement system with — 
market prices backed by a buffer- 
stock stabilisation scheme. China — 
has already experienced some dif- | 
ficulties in implementing a buffer | 
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growth rates far exceed even the” | 
Quadruple scenario parameters, © 
but this is occurring despite ai 
not because of government põ- - 
licies. The targeted investment . 
and industrial growth rates of the | 
ast few years have been simi- - 
ar to or below those of the Bal- — 
ance scenario, though actual in- — 
vestment and growth has consist- | 
ently exceeded the targets. | 
Commercial activity has expanded | 
explosively in China, most importantly | 
in the areas of small-scale private and | 
collective traders and retail operators, — 
and new wholesale-trading centres. The 
increase in the volume of retail sales ` 
more than doubled in current renminbi | 
terms in 1979-84, almost twice the rate” 
of current GVIAO growth, while the © 
state-owned outlets share of total retail — 
volume steadily declined. I 
An article in the People's Daily on 29. 
July elaborated the “urgent need to de- 
velop service industries" (distinct in. 
Chinese terminology from commerce), | 
which, “by providing services to various | 
sectors of the national economy, can | 
facilitate cooperation and. . . specialisa- ` 
tion, furthering rationalisation of the 
economic structure . . . and help meet f 
the growing needs of the people and im- f 
prove the quality of their material and — 
cultural lives." Expanding services will | - 
also absorb purchasing power, the Peo- 1 
ple's Daily added, thereby helping to 
stabilise prices, and help solve employ- 
ment problems. — Robert Delfs 
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system while dismantling the compul- 
sory-procurement system for grains 
this year, as rural rice traders emerged 
in Hunan to arbitrage between the 
state buffer-stock sale price and higher 
local market prices (REVIEW, 30 
May). 

_. Serious questions remain about whe- 
ther any feasible state-administered 
price-stabilisation system alone could 
successfully dampen heavy seasonal 
price oscillations, or moderate any seri- 
ous swing in supply and demand. China 
is the world's biggest rice producer by 
far and, along with the US and the 
Soviet Union, one of the world's big 
three wheat growers. 

The cost of subsidising grain pur- 
chases by urban consumers was Rmb 
12.2 billion (US$4.2 billion) in 1981, 
equivalent to 11% of total state re- 
venues in that year, and is probably 
much higher now. The financial re- 
sources the state would need to stabilise 
grain prices effectively in a completely 
unregulated environment is impossible 
to estimate, but it would probably be 
Staggering. 

farmers are to be induced to raise 
substantially their investments in ag- 
ricultural inputs, they will need some 
means of hedging against price volatil- 
ity, particulary as competition narrows 
the spread between anticipated harvest 
rices and the marginal costs of increas- 
ing production. 
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This would imply a futures market or 
its functional analogue. Legitimising 
commodity trading by enterprises and 
individuals would seem unavoidable, 
and implicit in the very concept of mar- 
ket regulation. The report does not ad- 
dress this question, however, and com- 
modity trading in China, if extremely 
profitable, is still liable to be con- 
demned as speculation (which of course 
it is) and subject to criminal and party 
sanctions. 


he World Bank's Quadruple and 

Balance scenarios both project crop- 
production growth at an average 3.6% a 
year — 3.8% a year through the 1980s, a 
continuation of rapid growth in the 
early 1980s stimulated by rural reforms, 
slowing to 3.4% in the 1990s. Export 
surpluses arising in the mid-1980s disap- 
pear in the late 1990s and a small net 
crop deficit appears (0.5% of produc- 
tion in 2000), continuing to grow in the 
early 21st century. If crop-production 
growth were slower, or if population 
growth significantly exceeds 1% a year, 
the crop balance would switch to deficit 
earlier under high per capita income 
growth conditions. 

Livestock production would grow at 
a much faster rate of 7.5% a year as diet 
composition changes (per capita food 
consumption in China is currently 
above the average for middle-income 
countries both in terms of calories and 
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protein, but the share of animal pro- 
ducts in total food intake is close to the 
average for low-income countries). But 
there are possible problems since 
shortages of feedgrains are likely to 
occur, which may be as high as 60 mil- 
lion tonnes by 2000, a third of total pro- 
jected requirements. 

The Moderate scenario 
crop-production growth to be 
lower. Surprisingly, a significant trade 
surplus on crops continues to the year | 
2000 (2% of production). This occurs 


assumes 
129; 
A /0 


_ Finding the energy 


X ‘nergy, ; with transport, is one of the areas most 





by varying assumptions of the different eco- 
H | ed by the World Bank. China is the third- 
_ largest consumer of e in the world. Per capita con- 
.. sumption — 667 kg of coal — in 1984 — is 










-income or developed economies, but 

high to other low-income economies. 
ne] is the largest consumer of commercially pro- 
duced ; accounting for approximately 60% of final 
| can consumption. China's consumption of 
oos dida unio of industrial ouput is extremely high, in 
-intensive goods are a large proportion 






part 
. of total output, but also because of inefficient 
A ; the of small-scale plants; the need 
_ for extensive — M northern China's cold winter, and 
| . low energy | do not adequately reward conserva- 
1. "Future energy demand is therefore highly sensitive to 
the ind 


f: changes in ustrial-growth rate. There is also a wide 







range of plausible assumptions regarding the likely scale of 
imp in efficiency of energy use. As a result, the 
ace. between the World Bank’s and low projections 


. for average annual growth in energy demand between 1980 
— and 2000 is extremely wide — anywhere from 3.4-5.5% a 
-~ year. In addition, generated electricity, currently a relative- 
E cos proportion of total 









t energy consumption, will have to 
inci i faster rate, probably in excess of 7%. 
_ The cumaulative difference between the two estimates of 
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» with lower industrial growth, and the most 
assumptions about efficiency improvements, 
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E: total y demand mounts quickly. In the bank's Bal- 


total primary commercial-energy demand would reach 1.27 
billion tonnes of standard coal equivalent (TCE) in the year 
2000, which is in line with recent long-term production 
targets. But poor results in Loss giis, energy efficiency 
could boost total demand in to more than 1.6 billion 
TCE, a shortfall equivalent to nearly half of current produc- 
tion. 

In the Quadruple scenario, with higher average indus- 
trial growth assumed, primary demand would approach 1.4 
billion TCE. under the most optimistic efficiency assump- 
tions. In the worst case, demand could climb to 1.8 billion 
TCE. This is far beyond likely maximum energy-production 
, implying that under these conditions 
the scenario would degenerate towards the Moderate case 
as industry experienced severe energy shortages and na- 
tional-income growth would slow significantly. 

These projections indicate the need for higher targets for 
energy production, on the order of 4.5% growth a year. It 
would be extremely risky to rely on the prospects for in- 
creasing oil and natural-gas produ above the original 
targets, since it would depend on replacing the output of 
existing fields, which are becoming depleted, with new 
sources. Nor can hydroelectric generation be increased 
much faster than is already planned. 

The additional increases in production must therefore 
come from coal. To meet even the most optimistic assum 
tions for projected energy demand in the year 2000 would 
mean elevating the target for raw-coal production from 1.2 
billion tonnes to 1.4 billion tonnes (equivalent to 1 billion 
TCE), and the median assumptions would imply demand for 
coal of 1.6 billion tonnes. Production in 1984 was 772 million 
tonnes. 

Meeting the 1.4 billion-tonne target would mean an aver- 
age increase of 40 million tonnes a year, which is higher than 
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Assembly line: rapid growth in manufactured exports expected. 


because slower overall income growth 
reduces demand. Crop cultivation in the 
Quadruple and Balance scenarios 
would require a 6% yearly increase in 


chemical and other industrial inputs and | 


investment funds averaging about Rmb 
6 billion annually. The annual invest- 
ment in animal husbandry and fisheries 
required would average Rmb 8 billion a 
year, with forestry investment of Rmb 6 
billion. 





T 








lion (in 1982 prices), would approxi- 
mate 8% of total investment, starting 
near Rmb 11-12 billion a year and rising 
to Rmb 33 billion by 2000. This would 
seem low in comparison to other esti- 
mates of investment requirements and 
relative to current rates of rural capital 
formation. Rural-development plan- 
ners say rural development will require 
at least Rmb 40-50 billion a vear over 
1985-2000 (REVIEW, 13 Dec. '84), 





though this estimate includes substan- 


The required average annual fixed 
tial sums for development of rural com- 


investment in agriculture, Rmb 20 bil- 
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Coal: in dnd 
GRAPH by Andy Tang 
the 1965-79 average but well within the 45 million tonnes-a- 
pw average increase over 1982-84. To sustain this rate of 





latively low. 
; however, the bank urges further strengthening of 
| incentives and an accelerated programme of 
rese preparation, including mine infrastructure, and 
stresses the balanced development of central and local 
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Comparisons of energy int 
a rough indication of the scale of 
be made. China is twice as inefficient in consumptionof 
commercial energy for each unit of GDP as India and four 
ee threw Salar al ae a rome dps: 
industrial output, China is 


by households and small, 
ers. Fortunately, the sulphur content of Chinese coals is re- 


meree, industry and transport infra- 
structure. 

Gross rural-capital formation in 1982 
is estimated at Rmb 65 billion, of which 
State investment represented 5%, col- 
lective investment 20% and private in- 
vestment (mostly housing) 75%. Of the 
25% (Rmb 16.5 billion) under state or 
collective control, Rmb 6.8 billion is 
committed to rural-enterprise develop- 
ment. The remaining Rmb 9.45 billion 
of non-private funds available for in- 
vestment is close to the estimated re- 
quirements, assuming even modest pri- 
vate contributions and annual increases 

ublicly controlled funds of Rmb 1-2 
billion a year. 


hat may be most problematic to 

Chinese leaders about the bank’s 
recommendations is not their desirabil- 
ity, but how to implement them. The in- 
stability evident over the past 12 
months, as apparently uncontrolled 
domestic investment has fuelled indus- 
trial growth, officially estimated at 
more than 23%, clearly illustrates the 
problem of what the report calls “invest- 
ment hunger.” 

State enterprises tend to compete for 
investment resources even when the po- 
tential economic returns are low or 
negative because expanding fixed assets 
and production provides more re- 
sources for staff and workers' welfare 
and enhanced prestige and power. Un- 
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ped industrial economies. 
Coal consumption on the scale of 1.4-1.6 billion tonnes a 
year (equivalent to 40% abd production in 1978) raises 


threats. Chinese cities 
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Options for cleaner and more efficient use of coal, the re- 
port says, include greater use of centralised combustion in 
large facilities with better environmental controls and dis- 
in the cleaner form of steam or hot 


); producing 
— Robert Delfs 


like the World Bank model of the 
Chinese economy, sectoral claims on in- 
vestment in the real Chinese economy 
are not necessarily linked to rational 
calculations of demand. The tension be- 
tween enterprises’ attempts to expand 
investment at any costs and central 
planners’ desire to control overall in- 
vestment levels produces sharp oscilla- 
tions in investment levels which may af- 
fect all sectors. 

Compounding this problem, the irra- 
tionality of prices has led to over-invest- 
ment in sectors with high administered 
prices and under-investment in unpro- 
fitable sectors such as energy and trans- 

rt, while occasionally. near-absurd 
B Liceat tangles in the distribution 
system create justifications for a variety 
of inappropriate investments. 

Inflation is currently running at an 
officially estimated 6-7% , but there are 
clear signs that the actual or underlying 
rate may be much higher (REVIEW, | 
Aug.). Powerful provincial and ministe- 
rial officials were apparently able to suc- 
cessfully intimidate the newly indepen- 
dent Industrial and Commercial Bank 
last year, winning loans for their pet 
projects but contributing to the over-ex- 
tension of credit that is fuelling this 
year's hyper-growth. 


hese events, it is now clear, led to 

the appointment of the politically 

— Chen Muhua as head of the 
e 


ople's Bank of China (the central 
bank), and may have been a factor in re- 
cent changes in leadership posts in many 
provinces. But now there is concern 
from many quarters including, it is be- 
lieved, the International Monetary 
Fund, that the reassertion of control 
over the credit system may mean the 
end of economic liberalisation — that 
Chen may lack the commitment or the 
technical sophistication to continue re- 
formsn this difficult and sensitive area. 

The World Bank puts forward a 
number of options to help solve these 
problems. One is diversifying owner- 
ship of state enterprises among different 
financial institutions — such as banks, 
insurance companies and pension funds 
— which would have a real stake in their 
performance. Others are eliminating in- 
appropriate manager-incentive Sys- 
tems, allowing more enterprise diver- 
sification and encouraging horizontal 
flows of investment funds among enter- 
prises. 

None of these long-term possibili- 
ties addresses the immediate dilemma 
of China's leadership: on the one hand, 
reforms must be gradual to avoid eco- 
nomic instability and dislocation. At 
the same time, each aspect of economic 
reform — price reform, expanding en- 
terprise autonomy and decison-making 
power, and decontrolling the flows of 
materials and financial resources — 
seems to depend on the prior and suc- 
cessful implementation of al the 
others. oO 
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NUMBER CRUNCHING 


he different scenarios set out in the World Bank’s report were analysed by 

a computer model of the Chinese economy which calculates production, 
use of materials, employment, investment and prices for 20 different sectors at 
varying levels of savings under different investment priorities and assumptions 
about improvements in economic efficiency. 

Growth of national income in the model is determined by the level and ef- 
ficiency of investment, and is unaffected by shortages or bottlenecks in parti- 
cular sectors, which are assumed to be overcome through imports or increased 
use of — in the short term and remedied through increased investment 
over the long term. The model is, therefore, unsuitable for analysing short- or 
medium-term economic performance. 

Gross output of manufacturing sectors over successive periods is calculated 
from the capital stock at the beginning of the period and sectoral incremental 
capital-output ratios, which are adjusted in the different scenarios. Net output 
is computed by subtracting intermediate uses from other sectors, which are 
later incorporated into those sectors’ demand. 

Prices are determined solely by production costs (labour, materials and 
capital) without considering supply or demand and do not directly influence 
production, foreign trade or domestic demand. Sectoral profit rates are de- 
rived from the overall level of profits in the economy, which in turn is deter- 
mined by the difference between net output and sectoral wage bills. 

Nominal gross domestic product in the model is the total of all sectoral net 
outputs adjusted for losses incurred in foreign trade, and is divided into 
domestic savings and consumption according to the policy assumptions of the 
different scenarios. 

Aggregate gross investment — domestic savings plus net foreign-capital in- 
flow — is divided between fixed investment and circulating capital by relating 
investment allocations, circulating capi- 
tal ratios and depreciation rates for each v. [58] p^" vs X 
sector and the demand for investment is | g | i 
then allocated to the various sectors 
which provide capital goods. 

The consumption portion of GDP is 
divided among sectors according to as- 
sumed consumer demand elasticities for 
household consumption and adminis- 
tratively determined preferences for 

ublic consumption. Domestic demand 

or each sector can then be calculated as 
the sum of demand for intermediate in- 
puts, public and household consump- 
tion and provision of investment goods. 

Sectoral investment is determined 
according to one of three investment 
functions. In infrastructure, services, energy sectors and crops, investment is 
allocated in order to build up productive capacity required by demand or by 
assumed production-growth rates. In most heavy industry and animal husban- 
dry, investment is allocated to achieve a targeted inter-sectoral trade deficit. 
For machinery and light industry, investment is allocated to achieve targeted 
shares of manufactured exports. 

After adding depreciation, a series of claims or needs for investment for 
each: sector is generated which is reconciled with available investment goods. 
The resultant investment allocations provide the basis for calculating changes 
in the eapital stocks (fixed and circulating capital) for the subsequent cycle. 

Foreign trade is treated as a residual — that is, imports and exports are as- 
sumed ‘to reconcile temporary imbalances of supply and demand for traded 
goods, which are eliminated over time by changes in sectoral allocation of in- 
vestment. 

The most serious shortcoming of the model as a means of long-term 
analysis, however, probably lies in the calculation of investment demand and 
allocation. As the report points out, state enterprises tend to compete for in- 
vestment resources even when the potential economic returns are low or nega- 
tive because expanding fixed assets and production provides more resources 
for staff and workers’ welfare and enhanced prestige and power. Unlike the 
model, sectoral claims on investment in the real Chinese economy are not 
necessarily linked to rational calculations of demand, and the tension between 
enterprises' "investment hunger" and central planners' desire to control over- 
all investment levels produces sharp oscillations in investment levels which 
may affect all sectors. — Robert Delfs 








Employment: computer model. 
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Today, Saab-Scania automotive and 
aerospace activities include passenger cars, 
trucks and buses, commercial and military 
aircraft, satellites and missiles. So that when 
you face up to modern transport technology 
you come face to face with Saab-Scania. 





Face to face with Saab-Scania 


Over the years the Saab-Scania Group has 
established a solid record of sales, profitability 
and return on investment in what are generally 
considered tough markets. That record has been 
achieved by a consistent policy of providing 
high quality, high performance products to meet 
specific demands. 

The foundation for such an achievement is 
provided by almost a century of innovation and 
engineering skill. Few companies can rival our 
breadth of knowledge and product range across 
the entire field of specialized transport 
technology. The results of a long tradition, 
technological know-how and a commitment to 
continued innovation. 

The Saab-Scania symbol summarizes that 


experience and ability. Combining the elements SAAB-SCANIA 


of our past into a declaration for the future. Leaders in specialized transport technology 
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ANZ & GRINDLAYS HAVE AN ASSET BASE OF OVER USD30 BILLION. 


The Australia & New Zealand Bank- the globe with over 1,660 branches and ANZ and Grindlays is now one net- 
ing Group with its acquisition of the UK offices in 45 countries. work of representation and services 
based Grindlays Bank, has established a This places the ANZ Group in the that is rivalled by only a handful of the 
formidable presence on the international ideal position to assist corporations larger international banks. 
banking scene with Group assets of over with their particular domestic and inter- ANZ and Grindlays. A force built on 
USD30 billion. An asset base that spans national finance requirements. a solid foundation. 


AN F 3 Banking Group.The new force in International Banking. 
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Thoughtful, attentive, a little shy... 
but warmly ourselves. It's something 
you will fast appreciate aboard the 
wide-bodied jets of Korean Air, 

as you travel to 29 of tbe world's 
major destinations. 


Varmly Korean 
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We're honored to serve vou ar nal the world. 


"THE HEART OF A 
FINE HOTEL 





—— The heart and soul of Europe's 


grand hotels is the lobby. 

It's the traditional rendezvous. 
Elegant. Quiet. A cosy corner 
where one enjoys a quiet 
aperitif or waits to receive 
visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 

It's just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms, 


The Hotel Regal Meridien 


Contact your travel agent for 
reservations or write to: 

Hotel Regal Meridien Hong Kong 
71, Mody Road, Kowloon, H.K. 
Telex: 40955 HOMRO HX. 





pw? ise : Hong Kong. Where the art of 
MERIDIEN fine living lives on. 
HONG KONG 


HONG KONG’S TRULY EUROPEAN HOTEL. 


A Regal International Hotel 
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and ensure your copy each week. 
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Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
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€ TIME was — and not very long ago 
at that — when Wall Street would have 
greeted anyone rash enough to suggest 
an investment in any of the world's 
emerging stockmarkets with the re- 
sponse, "What are you — some kind of 

amn do-gooder?" But times are chang- 
ing as Shroff discovered on a recent visit 
to New York. The big money-centre 
banks headquartered on Park Avenue 
say that *the days of bank lending [to 
developing countries] are over" and for 
once someone seems prepared to do 
something about it. 

Goldman Sachs is, for one. Sachs is 
the biggest and, according to some out- 
siders, the best of the US investment 
banks. A stone's throw from Wall 
Street, it is big enough to laugh back at 
those who talk about do-gooders. One 
of the firm's directors, Robert Hormats, 
is in fact very serious about the pros- 
pects for getting part of Wall Street's 
mega-funds into developing markets, 
especially Asia's. But he intends going 
to the mountain instead of waiting for it 
to come to him. 

Sachs has begun talking to some of 
the bigger companies in places such as 
India, Singapore, Malaysia and South 
Korea about prospects for them listing 
on overseas markets. The strategy will 
be to get them to go for a listing in a 
European (probably London) stock- 
market, where regulations are not quite 
as stringent as those applied to US list- 
ings, and for a simultaneous private 
placement of their shares on Wall Street. 
Hormats assures Shroff that it should be 
possible to get 10-15 Asian companies 
to the New York market over the next 
five years in this way, plus others from 
the Middle East and southern Europe. 

As Hormats reasons it, US pension 
funds' total assets will increase in size 
from roughly US$1 trillion now to 
around US$2 trillion by 1990. And at 
the same time the US$21 billion or so 
which they have in overseas markets 
(compared with just US$500 million 10 
years ago) will rise to about US$80 bil- 
lion. A good deal of that will of course 
go to European and Japanese markets, 

ut even a relatively small part of it 
would have a big impact on emerging 
stockmarkets. Total capitalisation of 
the 17 biggest emerging markets 
(excluding Hongkong) at the end of 
1984 was just under US$90 billion. 

Sachs feels that, rather than waiting 
for fund managers to go out and find 
companies, they should bring the com- 
panies to them — even if that means 
committing the firm to making a market 
in a developing-country company’s 
shares after the initial introduction — 
and assigning an analyst to monitor 
them regularly. Once the companies are 
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All roads lead to Wall Street 


known to US institutions, they can swim 
for themselves and probably go for a 
Wall Street listing. Either way, private 
placing or listing, emerging-country 
companies enjoy a good deal more flex- 
ibility in raising capital than through the 
system of American (or European) De- 
pository Receipts through which vari- 
ous Asian companies are traded on Wall 
Street and elsewhere at present. 
Another kind of deal Goldman 
Sachs is currently packaging for some 
Asian companies (though understand- 
ably they are not saying which during 
negotiations) is for privatisation. Hor- 
mats is confident of being able to put to- 
gether groups of foreign and domestic 
portfolio investors to take ownership of 
various state enterprises in manufactur- 
ing and services off the hands of govern- 
ment. If it works, this approach will cer- 
tainly remove one major obstacle in the 
path of privatisation in Asia (REVIEW, 
25 July). 
e THERE is another route for getting 
US and other institutional money into 


FOREIGN INVESTMENT BY US PENSION FUNDS 
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Source: interSec Research Corp. 


1984 





REVIEW DIAGRAM by Ardy Tang 


emerging markets. This is the country 
investment-trust route which Mexico, 
South Korea and, more recently, Thai- 
land have followed. (Shroff has previ- 
ously reported that Merrill Lynch, hot 
on the heels of its recent launch of a 
Bangkok Fund, may launch an India 
Fund.) 

The International Finance Corp. 
(IFC), equity-investment arm of the 
World Bank, is now somewhat further 
down the road with its plan for an 
Emerging Markets Growth Fund. This 
fund, wbich Shroff previewed some 
months ago and which the US magazine 
Institutional Investor recently featured 
(proving that interest is growing) is an 
evolution of the country-fund principle 
into a multi-country fund. Promoted 
chiefly by the IFC's indefatigable capi- 
tal markets director David Gill, this 
fund is aimed to start life at around 
US$50-60 million, and will almost cer- 


1990 
* Estimate. 


tainly be biased towards Asian markets, 
including no doubt South Korea and 
India. 

There is still a major selling job to do 
among the institutions with the money 
to kick off the fund — and boost it later 
to maybe US$500 million and above. 
Only the United Nations pension fund 
appears to have committed so far, but 
these are quite early days and mean- 
while the IFC, like Goldman Sachs 
(which is now the largest trader of the 
Korea Fund) is doing a lot of detailed 
groundwork analysing markets. IFC ts 
working on a Capital International-—like 
matrix for emerging markets, which 
should make investors rather more 
comfortable venturing in. 

None of this is simple do-gooding. 

True, emerging stockmarkets as a group 
have not performed as well in the 1980s 
as they did in the previous decade — 
though Asia's look good, still, rela- 
tive to Latin America's — but so many 
factors are working now towards the 
growth of developing-country private 
sectors (budget deficits 
and the urge to privatise, à 
need to reduce debt and 
the development of do- 
mestic capital markets) 
that the IFC and private 
investment banks in the 
US seem convinced that 
future returns will be re- 
warding in smaller mar- 
kets. 
@ YET another factor is 
working towards shifting 
the balance of debt to 
equity (or at least quasi- 
equity) in the develop- 
ing countries: the secu- 
ritisation of debt. Shroff 
is informed at the Wash- 
ington-based IMF that the USSS bil- 
lion of Eurobonds issued by develop- 
ing countries in 1984 was the highest 
volume ever. A very large proportion 
took the form of Revolving Underwrit- 
ing Funds and Note Issuance Facilities. 
The bulk of these were issued out of 
Asia, mainly from Indonesia and South 
Korea, along with Malaysia and Thai- 
land. 

These are underwritten by banks but 
bought by institutional investors such as 
insurance companies as well as banks. 
“We may be seeing the beginning of a 
Euro commercial-paper market,” com- 
mented one IMF official to Shroff. So 
far the issues have been sovereign-risk 
or government-guaranteed, but the 
IMF says it is conceivable that a major 
Asian corporation could issue in its own 
right quite soon. That is another way of 
making Asian entities known to the in- 
stitutions which have money. 
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. By Jose Galang in Manila 


EE Philippines has secured the final 
_ E key components of its economic-re- 
covery programme. The country's com- 
| mercial-bank creditors, taking the cue 

- from the IMF which is also supporting 

the programme, in early August reacti- 
. vated a revolving trade-credit facility of 
US$2.9 billion. However, businessmen 
have been noticeably lethargic in using 
. the new finance because weak domestic 
demand means little business. 
The revival of the trade credits — 
| halted at the height of the financial crisis 
| in late 1983 — followed closely the re- 
| lease of 43.2% of the US$925 million 
| new-money facility committed by the 
. banks for the Wi ood recovery pro- 
|. gramme. The banks’ action was 
triggered by the approval clinched by 
Manila to draw on the second tranche of 
_ the IMF's 615 million special drawing 
. rights (US$637.6 million) standby credit 
_ to the country. 

.. While most of the fresh credits from 
the banks will be used to settle the 
- Philippines’ debt arrears, the trade 
. facility is deemed more significant for 
business as it will help industries buy 
Operating materials and equipment. 
— Lack of sufficient foreign exchange to 
. buy raw materials and spares was the 
| most-cited reason for business slow- 
. down or failures over the past 23 
. months. 


| 
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| By Anthony Rowley in Washington 
. "Phe broad satisfaction which foreign 
.M commercial banks and multilateral 
| institutions have expressed over the 
| Philippines' efforts at short-term finan- 
cial stabilisation is giving way to concern 
about Manila’s apparent lack of 
medium- to long-term economic plan- 
ning. In particular, there is anxiety over 
. investment and the Philippines’ ability 
to generate export earnings to service its 
debt. 
_ These concerns are shared by the 
World Bank and the IMF as well as 
among members of the 12-bank consor- 
tium which recently concluded a major 
. debt-rescheduling package with the 
Philippine Government. One well- 
| placed commercial-banking source in 
| New York told the REVIEW that IMF- 
| inspired measures to stabilise the pay- 
ments position, the exchange rate and 
| inflation in the Philippines were com- 
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Who wants the money? 


| Increased poverty hurts Philippine recovery prospects 
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During the financial crisis which has 
gripped the economy since late 1983, 
most manufacturers have had to pay for 
their imports in advance, as banks re- 
fused to honour their letters of credit. 
Until late 1984 when local commercial 
banks were allowed to hold foreign ex- 
change again, businessmen had to turn 
to the black market to pre- 
pay letters of credit. 

Owing to the economic 
slowdown, many industries 
have had to lay off work- 
ers. — ag- 
ricultural industries have 
also been hurt by con- 
tinued soft world prices. 
With an unemployment 
rate of nearly a fifth of 
the labour force of around 
20 million and an under- 
employment rate esti- 
mated to be about 45%, 


food-based industries, most sectors 
can expect production levels to 
reach their 1983 equivalent again only 
by 1990; markets have weakened as 
more people slip below the poverty line. 

Industry estimates a general decline 
in sales of up to 80% for a wide range of 


Where to go from here 


n. Aanila's lack of a long-term strategy worries bankers 


mendable — but not enough. “There is 
a tendency in the Philippines to think 
that the IMF has all the solutions, but it 
doesn't," the source said. 

The banks feel that Manila must 
move quickly to establish a simple set of 
principles for investors, both domestic 
and foreign, and to say which industries 
will receive incentives, especially to 

romote exports. The uncertainty fac- 
ing investors over which industries are 
to be encouraged and which discour- 
aged is as damaging as the current politi- 
cal uncertainty in the country, bankers 
say. "There is a lot of fixed-asset rede- 
ployment to be done but noone is giving 
a cue. Everyone is saying 'export more' 
— but export what?" 

This concern is echoed at the Wash- 
ington-based IMF where one senior of- 
ficial told the REVIEW: *My concern is 
over the confidence of people to invest 


| rently operating at about 40-60% of ca- - 
| pacity. Businessmen reckon that unless 





Virata: deficit appeal. 


domestic demand has remained weak. 
Economists at the independent Cen- 
tre for Research and Communication 
forecast that, with the exception of 
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there is a significant revival in consumer 
spending, they will be hesitant about 
boosting production, since interest rates 
are still high (though they have fallen 
from record levels of up to 48% since 
early this year). Inventories of many 
consumer goods are hardly moving, one 
business group said. 

Illustrating the current predicament 
is the state of the coconut industry, on 
which about a third of the population is 
dependent. Prices of coconut products 
have dropped in the first half of 1985 — 
average coconut-oil prices had fallen by 
33% at the end of June 
compared to year-ago 
levels — resulting in a 38% 
fall in total coconut-export 
revenue to US$250.8 mil- 
lion for the period. 

Against this back- 
ground, the business com- 
munity has shown a lack of 
interest in the new financ- 
ing available for imports. 
Even exporters, according 
to the group, are burdened 
by high bank charges that 
gnaw into their profitabil- 
ity. Manila monetary officials are under 
pressure from the IMF to devalue the 
peso again to raise export competitive- 
ness. The Philippine officials, however, 
are strongly resisting. 

The business sector is further wor- 
ried about the possible impact of the 
liberalisation of imports through 
tariff reductions and lifting of restric- 
tions on certain items, including non-es- 
sential goods. Raul Concepcion, chair- 








in the Philippines.” With inflation head- 
ing down to an annualised rate of 
around 10%, there should be ample 
scope for interest rates to fall, says the 
IMF. Likewise, capital flight has been 
reversed, but there is no evidence that 
money is going into long-term invest- 
ment. “Just where it is going to is some- 
thing of a mystery,” the IMF official 
added. 

The IMF and the World Bank have a 
joint team currently working in the 
Philippines for reforms in the coconut 
and sugar sectors — both highly sensi- 
tive areas, politically. Both the IMF and 
the World Bank are arguing to the 
Philippine Government that it must 
seize the opportunity for reforms in 
both sectors if they are to contribute to 


| export growth. 


—— — for instance, between 
coconut farmers and the mills which 
buy their crops need altering to give 
planters more access to export markets 
and thus more incentive to increase pro- 
duction. This touches on some sensitive 
connections between powerful financial 
interests and millers. The two multilater- 
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Force (a multi-industry group formed 
during the financial crisis to monitor 
foreign-exchange needs of industries), 
told the REVIEW that many domestic in- 
dustries will continue to find it difficult 
to compete with imports owing to 
higher local costs. 

Concepcion said that even with sub- 
stantial cost-cutting, many local indus- 
tries still cannot compete with their 
Asian counterparts. — Concepcion's 
group has asked the government to 
delay the import-liberalisation mea- 
sures while local industries adapt to the 
weak local markets. The import- 
liberalisation moves are even more un- 
popular because they are among condi- 
tions attached to assistance from the 
multilateral financial institutions and 
foreign-bank creditors. Businessmen 
complain that the conditions tend to 
favour mainly the banks and multina- 
tional corporations doing business in 
the country. 


he most serious worries are over the 

effects of the current conditions on 
the viability of the whole economic-re- 
covery programme. The IMF, when giv- 
ing final approval to the standby facility, 
required Manila to shift the burden of 
taxation from volatile external transac- 
tions to domestic sources (REVIEW, 18 
Oct. '84). Recent estimates show that 
tax collections — both on trade transac- 


tions and on local businesses — are 
below targets. 
Customs collections have been 


below expectations because imports 
slowed by 10.4% to US$2.57 billion 
while exports fell 10.6% to US$2.31 bil- 
lion in the first six months against the 


als want to see more "transparency" in 
both the coconut and sugar sectors, and 
proper accounting at ali stages of the 
production chain. 

All this, plus the fact that the World 
Bank has recently made available a spe- 
cial US$100 million agricultural credit 
to the Philippines, is based on the view 
in Washington that agriculture and 
plantation crops will have to bear most 
of the burden for increasing Philippine 
exports (and thus helping debt service) 
in the next few years. This reflects the 
view too in the World Bank that a good 
deal of the investment in industry dur- 
ing this period will be needed for financ- 
ing the huge stock of non-performing 
assets in the mining and industry sec- 
tors. 

The two major development banks 
in the Philippines — Development 
Bank of the Philippines and the Philip- 
pine National Bank now have 
portfolios cluttered with non-perform- 
ing, or poorly performing, assets they 
were compelled to rescue. The World 
Bank's equity-finance arm, the Interna- 
tional Finance Corp. (IFC) is currently 
advising these two banks on what to do 
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Me perio 
ment now expects | 
10% for the full year. The lower trade 
levels should tell on the government's 
efforts to keep its budget deficit below 
1.2% of the year’s gross national pro- 
duct. 

Prime Minister Cesar Virata (con- 
currently the finance minister) has dis- 
closed government plans to undertake 
counter-cyclical measures to boost sag- 
ging demand. The plans coincide with a 
petition filed with the IMF for an in- 
crease in the budget deficits the govern- 
ment can incur this year and next. 

Leading businessmen say the gov- 
ernment has bungled in its previous ef- 
forts to prime the economy and that 
what is needed now is a return of confi- 
dence and capital — which cannot be 
achieved while the present government 
remains in power. 

Even as enthusiasm for the trade 
facility remains low, the rules for its use 
still have to be made clear to local 
banks. The guidelines released by the 
Central Bank of the Philippines state 
that trade-credit users will have to settle 
their arrears first. Owing to the lack of 
foreign exchange, the outstanding bal- 
ance may be paid in pesos which will be 
deposited with the central bank, which 
in turn will pay the foreign-exchange 
equivalent to the foreign bank. 

The same system — maintaining 
peso-deposits with the central bank 
which will assume the foreign-exchange 
liabilities — will be used for new avail- 
ments. The central bank, however, has 
until mid-1987, when the facility ma- 
tures, to settle its obligations. The 
biggest users of the trade facility are five 
government institutions. o 


with these assets. Because of the mag- 
nitude of these assets and their weight in 
the two banks' portfolios, it is under- 
stood that a separate entity may have to 
be created to take them off the hands of 
the two government-owned banks. — , 

"What has to be done is clear, how to 
do it is less clear," said one World Bank 
official. "The government has put a 
freeze on guarantees but the problems 
are still there and they will reduce in- 
vestment in the future. The government 
now has the liability for these schemes 
and this will be a constraint on both ex- 
ternal and domestic financing." Among 
the options which the IFC is believed to 
be looking at are prospects for selling 
some of the projects concerned to pri- 
vate foreign investors, if buyers can be 
found. 

Apart from the shortage of credit for 
agriculture, the World Bank is also ad- 
dressing the problem of lack of new 
credit to industry. It is likely that a spe- 
cial credit similar in size to the one re- 
cently given to agriculture will soon be 
awarded to "anyone who can come up 
with viable ideas for increasing ex- 


ports..." o 
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Boom time 
for crime 


Smuggling becomes big 
business in Bangladesh 


€ 
By S. Kamaluddin in Dhaka 





statistics, it seems that one of the 


fastest-growing parts of the Bangladesh. 


economy is smuggling. It involves not 
just the expected items, such as gold and 
drugs, but more common-place pro- 
ducts ranging from second-hand cloth- 
ing and fish to spices, saris and pad- 
locks. Underground trade in consumer 
and industrial goods with India may be 
as much as US$100 million a year — 
equal to more than 10% of the country's 
total legitimate exports. 

It appears that much of the trade is 


destined for India and is controlled by - 


Indian businessmen through local 
agents. But some of the items end up on 
the local market. A Bangladeshi can im- 
port many of the favoured items — such 
as video-cassette recorders — legally. 
But import tax is so high that smuggled 
goods can be sold for nearly 50% less 
than legitimate imports. 
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hile it is hard to find accurate 








— 


-— — — 


À 
F 


M— 


— 


> — 
sea j7 ro’ = Le e e = -= -m_a 
— à 


DM s 


PRESS 
, = ý 


— — 
E 


E 


" T 
MEN 
LJ 


The level of smuggling, in many | 


cases run by strong and well-organised 
roups, has reached the point where 
ocal firms — whose products are often 
considered to be of lower quality — may 
be driven under by unofficial trade. 
Undergrbund dealings in quality 
foreign cigarettes originating in Singa- 





pore provide a dramatic example. The — 


amount of cigarettes smuggled is put at 
65-70 million a month. This has practi- 
cally driven a local-foreign joint ven- 
ture, Bangladesh Tobacco Co. (BTC), 
out of business. (The firm is 60% owned 
by the British American Tobacco 
group.) 

BTC was selling more than 40 mil- 
lion cigarettes a month in the early 
1980s, when imports of cigarettes were 
banned. At that time, it is thought that 
only some 10 million a month were 
being smuggled in. The import ban was 
removed and by mid-1984, BTC’s Gold 
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cigarettes monthly — while 30-35 














lion were coming in unofficially. 

After the ban was re-imposed in July 
1984, illegal imports soared to some 60 
million a month by end-year (in De- 
cember 1984, police seized more than 12 
million smuggled cigarettes). 

Large gold seizures by customs of- 
ficials -are now routinely reported. 
Most of the gold is from Beirut, and 
in the past has gone to Dubai, Singa- 
pore. Thailand and India. Dhaka has 
seen an upsurge of smuggling cases 
in recent months — the result of at- 


buoyant property market — at least 
for residential property — and firm 
stock prices have tended to mask the 
fact that strongly deflationary factors 
have been gaining momentum. The 


{| property market has been fuelled pri- 
| marily by rapidly falling interest rates. 
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Between mid-May and mid-August 
the Hang Seng Index, continuing the 
advance which began early in the year, 
rose from the 1,600 level to around 
1,690, having briefly breached the 1,700 
barrier. The market as a whole threw off 
the shock of the failure in June of Over- 
seas Trust Bank, though the financial 
sector fell far behind. 

Residential flats’ sale prices are 
roughly estimated to have risen be- 

- tween 10% and 25% in the first half of 
the year, The top end of the market 
showed the biggest price rises, but at the 
lower end a large number of new flats 
were moved easily, with queues of po- 
tential buyers and black markets for 
some new developments. The 
background was a continuing dectine in 
the prime rate which, by July, had fallen 
to 6% compared with 9% at the begin- 
ning of April and 15% a year earlier. 

The reasons for the steep decline in 
interest rates were a continuing large 
current-account surplus, weak domestic 
credit demand — the home-purchase 
sector being the only one to show more 
than marginal growth in July compared 
with a year earlier — and the weakness 
of the US dollar, which raised the possi- 
bility of the Hongkong dollar being re- 
pegged at a higher level. The earlier 
strength of the currency contributed to a 
further decline in inflation, now around 
4%. 

But that has been the sum of the 
good news. After three years of rapid 
export-led growth, Hongkong has run 
into major problems. Domestic exports 
in the first half of the year fell 4% in 
local-currency terms to HK $60.4 billion 
(US$7.7 billion) and somewhat more in 
real terms after a 17% real increase in 
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.. In late July, the authorities arrested 


three foreign couriers in Dhaka carrying 
37 kg of gold on a Thai International 
flight from Bangkok. It was the biggest- 
vet gold seizure by Bangladesh customs, 
and it revealed the involvement of some 
influential local businessmen with a 
chain of gold smugglers based in the 
Middle East. 

The more lucrative (and dangerous) 
drug smuggling is also rising. The main 
route for drug runners is the port of 
Chittagong, where the outer anchorage 
appears to be under almost total control 


1984. The setback was widely attributed 
to slow growth in the US market. 

However, this was only part of the 
problem. While sales to the US fell 6%, 
those to West Germany, Britain and 
Japan fell by between 11% and 20%. 
Given the growth, albeit gradual, in 
consumer demand in those markets it 
seemed likely that part of Hongkong's 
problem arose from the — until 
mid-year, of its US-linked currency. Its 
trade-weighted average was at 78 in 
February, almost 15% higher than a 
year earlier. By mid-August, it had de- 
clined to 74 but, meanwhile, Hongkong 
had lost some of its com- 
petitive edge. 

The second half of the 
year, in theory, should 
be more promising, but 
manufacturers order 
books will not reflect the 
gross domestic product 

rowth in OECD markets. 

o though some domestic 
export growth is likely, it is 
expected to do little more 
than make up for first-half 
losses, leaving the per- 
formance for the year in 
the range of static to plus 
2% , compared with a February forecast 
by the financial secretary of an 11% 
domestic export growth. 

The wild card is China. Domestic ex- 
ports there soared 75% in the first half 
to make it the second-largest market, 
taking 13% of exports overall. But this 
is likely to slow dramatically, if not go 
into reverse, as a result of China's 
crackdown on non-essential imports. 
More important for Hongkong how- 
ever, is the impact of the new restraints 
on entrepot trade. In the first half, re- 
exports grew 41% and now represent 
some 45% of total exports. Most of this 
is with China. Some slowdown was al- 
ready apparent by June and deteriora- 
tion from the first-half performance is 
likely to continue in the second half, 


TRADE PICTURE 
| change first-half 198! 
over first-half 1984) 
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move about , supervising the unloading 
of illegal goods. Heroin comes through 
the port in quantity, brought in by 
couriers from Burma. 

Informed sources say that prolonged 
fighting in the Golden Triangle area 
(parts of Thailand, Laos and Burma). 
stronger anti-drug measures taken in 
Thailand and Burma and greater vigi- 
lance by officials in Pakistan, Afghanis- 
tan and Iran — has led the smugglers to 
change their route, bringing drugs in 
through Bangladesh for re-sale to p^ 
dia. 
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. | Deflationary trends 


though figures should remain above 
year-ago levels until year-end. 

Export weakness has not yet affected 
the trade balance which showed an al- 
most unprecedented small surplus in the 
first half compared with a HK$5.5 bil- 
lion deficit in the same period of 1984. 
There were three reasons for the 
favourable trade balance: a slowdown 
in imports, reflecting lower manufactur- 
ing orders; low growth in domestic de- 
mand, and a sharp improvement in the 
terms of trade due to weak commodity 
prices and the strength of the currency. 
Net service earnings were also believed 
to have grown rapidly, with tourism 
and entrepót trade especially strong. 

The terms-of-trade gain contributed 
to a rapid growth in real 
z Wages. Wage rates rose 
8 4% in the year to March 

and actual earnings by 
somewhat more. Un- 
employment remained 
negligible despite a de- 
= cline in manufacturing and 
building jobs. However, 
improved personal in- 
comes did not quickly flow 
through to consumer 
spending. Unless low 
interest rates provide 
a boost,  private-con- 
sumption growth could 
fall short of the 7% budget forecast. 

Investment too may fall behind 
target, while the public sector is being 
held down. Meanwhile, private spend- 
ing on machinery, which has had two 
good years, seems affected by uncertain 
export prospects. Private construction 
activity, which has had years of decline, 
will respond to the revival of the prop- 
erty market and low interest rates. But 
the main effect is likely to be next year. 
All in all, Hongkong faces growth which 
could turn out as little as half the 7% bud- 
get forecast for GDP growth, and an uncer- 
tain external front. But, provided it does 
not catch too severe a dose of the defla- 
tion mentality, there is plenty of scope 
for stronger domestic demand to take up 
the export slack. — Philip Bowring 
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Unloading logs in China; indonesian timber: biggest buyer of plywood 
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Visible trade gap 


Direct Indonesia-China links yield little quick benefit 


By Paul Handley in Jakarta 


ith the much-debated opening of | some measure of control over the direct 


formal trade links between China 
and Indonesia finally in effect, doubts 
about the value of the change im- 
mediately began to surface. Trade rep- 
resentatives focused their attention on 
the possibility of countertrade; the 
problems of economies of scale; the 
conflicts of national interests, and the 
high prices of Indonesian commodities. 

But if the link, cemented by the visit 
to Indonesia in early August of 43 mem- 
bers of the China Council for Promotion 
of International Trade (CCPIT), does 
produce results, the chief beneficiary 
will be the Indonesian Chamber of 
Commerce, Kadin, which engineered 
the opening. 

Led by its president, Sukamdani 
Gitosarjono, Kadin arranged the sign- 
ing of a joint memorandum on trade 
with CCPIT on 5 July (REVIEW, 18 
July). setting the stage for 125 members 
of Kadin to travel to Peking and Shang- 
hai at the end of July for exploratory 
talks, and an immediate return visit by 
the Chinese. 

During meetings between Kadin and 
CCPIT in China and Indonesia, the way 
was cleared to end nearly two decades 
of transshipping merchandise through 
Hongkong and Singapore — an impasse 
dating from the allegedly Peking- 
backed communist coup attempt in 
Jakarta in 1965. The two sides have ag- 
reed to accept visits by each other's flag 
vessels, provide business visas through 
Singapore and Hongkong diplomatic 
representatives, and allow financial 
transactions through designated banks. 

Sukamdani, a leading pribumi 
(ethnic Indonesian) businessman, 














achieved the opening in the face of con- | 


siderable high-level resistance, particu- 
larly from ostensibly security-minded 
military and intelligence officials. Local 
businessmen say Kadin had to fight 
powerful local business and industry 
cliques which were attempting to gain 


trade. 

Several Indonesian businessmen, in- 
cluding a senior Kadin official, made 
their own private visits to China before 
the Kadin initiative, attempting to get in 
ahead of Sukamdani. But his long. close 
friendship with President Suharto al- 
lowed him to circumvent the opposi- 
tion. Suharto gave the Kadin mission his 
personal blessing two days before its de- 
parture. 

His support further  legitimised 
Kadin in the role it has sought under 
Sukamdani's leadership: to become the 
exclusive national spokesman for pri- 
vate Indonesian business. Now, at least 
for the time being, according to Kadin 
vice-president A. Baramuli, Kadin's 
support will be required for anyone 
hoping to trade directly with China. 

Indirect trade between the two has 
expanded smoothly during the past few 
years, without the benefit of Kadin's ef- 
forts. Many analysts say the balance is in 


| China's favour, and total trade probably 


was US$250-350 million in 1984 
though others put the total two or three 
times higher. Indonesia imports a wide 
range of manufactures. and exports to 
China primary commodities such as 


rubber, plywood and coffee 
M: of what China buys, exporters 
say, moves to consumers in such 
small quantities that it is better to work 
through a Hongkong bulk importer. 
This year, for instance, China will sur- 
pass the US as the largest customer for 
Indonesian plywood, importing a pro- 
jected 800,000 m3 or more, according to 
Indonesia's national plywood associa- 
tion. But since most of this is used on 
small projects, and with transport still 
underdeveloped in China, the exporters 
will continue to deliver the plywood to 
Hongkong for transshipment. 
Efforts to take advantage of the new 
opening could well run up against both 
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governments attempts to cut imports 
and increase the domestic content of ex- 
ports. Many of the targets of In- 
donesia's import-substitution drive are 
goods bought from China. But the 
CCPIT group, as one Kadin member 
complained, “is here more to sell than 
buy." On a trip to Indonesia’s young 
showcase aircraft industry, customer- 
starved PT Nurtanio, CCPIT leader 
Wang Yaoting offered to sell the com- 
pany parts instead of showing an in- 
terest in a helicopter or two, as was 
hoped. 

The Chinese did have a primary 
shopping list of things in short supply at 
home. But the difficulty in buying In- 
donesian steel, cement or textiles is that 
prices are often far above the interna- 
tional market. In the rubber industry, 
Indonesia wants to export processed 
crumb while China wants to import un- 
processed raw material. 

The theme of serious talks over the 
two visits, then, became essentially 
counter-trade. A group of textile-plant 
owners who travelled to China were 
considering the purchase of 50,000 tons 


| of raw Chinese cotton in exchange for 


the Chinese importing like-valued piece 
goods. 

Similarly, the giant Indocement 
group, now suffering overcapacity and 
uncompetitive prices in the world mar- 
ket, sought to calculate how cement 
could be exported in exchange for 
Chinese coal which might be used to 
drive cement-plant burners. State- 
owned Krakatau Steel, with some of the 
highest prices in the world, also looked 
for exchange deals. But as one company 
executive said, only export subsidies 
will make Indonesia competitive in any 
steel. cement, or textiles deals. 

Still, those in the Kadin delegation 
who spoke with the CCPIT (mostly In- 
donestan-Chinese businessmen who are 
already involved in the current indirect 
trade) say they are confident that open- 
ing can only make their goods more 
competitive, if just by a few rupiah. Ac- 
cording to Sukamdani, their chief hopes 
are in rubber, textiles and timber. 
CCPIT delegations concentrating on 
the latter two are expected in Jakarta in 
the next few weeks. o 















lip Bowring in Hongkong - 
battle of the banks is set to deter- 
(mine whether Hongkong's As- 
sociated Hotels Ltd (AHL) lives or dies. 
The crippled hotel and property group, 
now effectively controlled by the Tian 
eck group of Singapore, has produced 
a 130-page rescue package on which 
four separate classes of creditors and 
shareholders will separately vote on 16 
September. A 75% majority in each 
category is required for the scheme to 
go ahead. 

If it is approved, a chain of events 
will then take place which will see AHL, 
which currently has a net deficiency of 


















































































born as Tian Teck Land with a net worth 
HK$214 million, and its principal 
sset, the Hyatt Regency hotel in Hong- 
ig, separately floated off as As- 
iated International Hotels (AIH). 
If it is rejected, AHL, one of the 
lessiest situations left over from the 
981-83 property boom and bust, will fi- 
ally go into liquidation. It will be the 
gest Hongkong failure after Carrian, 
da and Overseas Trust Bank, leaving 
itor factions, who for some time 
been skirmishing over AHL as- 
to fight over the carcass. 
Almost 50 financial institutions are 
wed some HK$1.3 billion — and more 
debts attributable to AHL's de- 
pment partners are added in. They 
de a predominantly Japanese 
p led by the Bank of Tokyo (BoT), 
raft of Chinese communist banks, 
eral local Chinese ones and assorted 
rth American and European banks. 
Shareholders will certainly give the 
proposal the green light. The problem 
r some bankers is that the rescue 
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rescue effort for Associated Hotels is in the balance v 


$203 million (US$26 million), re-` 
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Pick x stas that excess security at- 
tache 

effect, be detached for the benefit of 
shareholders in- general and Tian Teck 
in particular rather more than for cred- 
itors whose primary security is insuffi- 
cient. i 

These creditors are, in effect, being 
asked to relinquish part of their rights 
under loan guarantees given by AHL in 
order to keep the company afloat and 
avert a messy liquidation. Although the 
Tian Teck board has worked hard to 
come up with a sensible but, inevitably, 
complex. proposal that will appeal to 
some creditors as well.as the sharehold- 
ers, it has:to overcome plenty of suspi- 
cions from vested interests. 

Tian Teck, headed by Cheong Hooi 
Hong, only took board control of AHL 
in mid-1983, after AHL had saddled it- 
self with huge debts during the property 
boom. It had also been stuffed with 
stakes in private ventures of the previ- 
ous board, which was dominated by a 
Hongkong-based. branch of the same 
family. The Hongkong branch; consist- 
ing of three brothers variously spelling 
their names Chung and Cheung, half- 
brothers to the Singapore group, also 
spawned the Eda, Aik San and E Wah 
disasters. 

There are immense style and genera- 
tion differences between the Singapore 
and Hongkong branches, but Tian Teck 
cannot entirely escape from the reputa- 
tions of relatives. Indeed, it could not 


avoid the ill-will engendered with some . 


creditors by previous attempts to hive 
off the good part of AHL — the Hyatt 
hotel. 

Last year, the Hyatt was transferred 
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to one group of creditors will, in | 


` gentcourt, 


Profit reduced by decrease in toll income. Proposal sub- 
mitted to government for new road link connecting Hong- 
kong Island to Kowloon. 


Stabilisation of fuel prices and improved productivity to | 
result in steady growth in current year. 


“Continuing large construction projects and healthy. cemen 
sales cushioned company RUN curent, economic slow- 
down. | 


| Profits affected by general downturn in industrial activity | 
-and drop in profitability of financial operations. 


Profits augmented by major asset sale in recent takeover | 
defence which will continue to — profits in next mrg | 
| years. 









: te parer | 
- Barly, this year Tian Teck, in return 
for a modest loan to begin renovation of 
the hotel, said to be essential to raise 
room rates, was granted an option to 
buy the hotel at its then assessed value 
of HK$675 million if an agreement with 
all creditors had not been reached. This 
option sounds highly favourable to Tian 
Teck but, in fact, was probably meant to 
be more of a legal bargaining weapon. 

The legal position is complex but the 
chances of Tian Teck being able to exer- 
cise the option without a long fight are 
remote. Even AHL advisers Indosuez 
Asia admit that other creditors might 
make claims on the same basis as the 
BoT syndicate. 


T major loan syndicates and 
three smaller ones are involved. The 
one led by BoT loaned HK$600 million 
in 1981 to AHL’s 57%-owned Re- 
a company undertaking a 
luxury residential development. As well 
as a charge on the property, the syndi- 
cate was guaranteed by AHL in respect 
of its share of the loan. Unfortunately, 
the property’s value has fallen to about 


~ HK$340 million so the syndicate is keen 


to lay hands on other AHL assets. 

Roughly the same percentage defi- 
ciency is involved in another syndica- 
tion led by Manufacturers Hanover for 
HK$354 million. AHL’s share of the ob- 
ligation is only 25% — the rest being 
mainly Cheung family companies — so 
there is less incentive for the lenders to - 
try to squeeze AHL for its guaranteed 
portion. . 

The third big syndicate, led by Cana- 
dian Imperial Bank of Commerce 
(CIBC), is owed HK3650 million. Al- 
though the last of the big three it has by | 
far the best security — the Hyatt, most 
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Uwe" million of other assets. Tie ori- 
K ion of other assets. Its pr 


mary security exceeds loans by more 
than 30%. i 


Of the three smaller syndicates two | 


led by Wardley face relatively small de- 
ficiencies and one headed by American 
Express is about covered. ° 

The banks in the CIBC group are al- 
most certain to support the restructur- 


ing scheme. Not only are they happy | 


with their existing security, but if it goes 


through, AIH has the firm promise of | 


an eight-year refinancing loan from the 
Hang Seng Bank, Nanyang Commercial 
Bank and Indosuez which will enable 
the CIBC lenders to be paid off. 

The big participants in the CIBC 
group are the communist banks (includ- 
ing Nanyang Commercial Bank) with 
HK$200 million exposure divided 
among six of them. Bank of East Asia, 
whose subsidiary East Asia Warburg is 
advising the AHL minority to accept the 
deal, and Hang Seng Bank, leading the 
new AIH loan, are also in the CIBC 

roup and will put their heavy weight 
hind acceptance. 

The BoT group, which stands to re- 
cover only 54% of AHL's obligation — 
now HK$354 million — is very un- 
happy. It is dominated by Japanese in- 
stitutions — eight out of 16. Another 
significant player is Malayan Banking 
with HK$68 million exposure. But the 
syndicate is not united as it includes also 
Hang Seng Bank and the China-control- 
led Sin Hua Bank. 

The other syndicate members are 
mostly likely to support the restructur- 
ing as they. would gain little, if anything, 
from thwarting it. Several have already 
provided for losses, and many — par- 


ticularly foreign bankers who can blame, 


problems on previous managers — 
would be happy to see an end to uncer- 
tainty and litigation. Nonetheless, if the 
















































local and China-controlled banks are 
unable to persuade the Japanese to 
swallow their pride and some losses, the 
vote on the restructuring is likely to be 
close. 


he settlement terms offered to 

creditors whose primary security is 
insufficient to cover loans is calculated 
by deducting the assumed worth, as de- 
rived from recent property valuations 
by Jones Lang Wootton, of AHL's 
share of the security from AHL's share 
of the debt. 

Thus, for example, BoT itself has ap- 
proximately HK$123 million out to Re- 
gentcourt, of which HK$70 million is at- 
tributable to AHL. The AHL share of 
the security is estimated at HK$38 mil- 
lion, making its net debt HK$32 million. 
BoT would receive compensation val- 
ued at about-HK$17 million leaving it 
with a net loss of some HK$14 million 
attributable to AHL. 

Compensation would consist of a 
mixture of promissory notes, new AHL 
shares and cash in a ratio of 40:30:30. 
There is an alternative to the shares in 
the shape of a 6?5 loan stock redeema- 
ble in 1990. The promissory notes total- 


MH ig H h 
AHL’s 


Eta ones iut BY H 
Lung Development, which have bough 
out its stakes in Mass Transit — 
Corp. development sites. The ca 


would come from a HK$54 million issue 





of new AHL shares to Tian Teck at. 


HK$1.80*'each. Cash and promissory 
notes will only be forthcoming if the 
package is approved. 

If it does go ahead, existing AHL 


by four-fifths. They will receive about 
3095 of the restructured capital. Cred- 
itors will get 35% (assuming they accept 





be 3 A: ow wr i 
yw Hang. | 


shareholders will see their stake reduced | 


shares rather than loan stock) and Tian ' 


Teck an additional 35% from the 30 mil- 
lion new AHL shares. This will leave 
Tian Teck with between 44% and 67% 
depending on the level of preference for 
loan stock. AHL’s principal asset would 
be 46% of ATH and net assets based on 
the latest Hyatt valuation at HK$2.50 a 
share. 

The plan for ATH is that it will allot 
133 million shares to-its former parent 
and offer one at HK$1 par for each of 
the existing 128 million AHL shares and 
another 32 million shares to AHL cred- 
itors at the same price. The issues have 


been underwritten by Schroders and In- | - 


dosuez. AIH will get the HK$480 mil- 
lion eiit year loan to finance the CBIC 
debt. The share issues are at a 27% dis- 
count to latest Hyatt valuation and 8.8 
times forecast earnings for the year to 
September 1986. ; 

The deal cannot be bad for Tian 
Teck which gets both its new AHL 
shares and the AIH ones at a 27% dis- 


count to net assets. But that might not | - 


seem an unreasonable reward for not 
walking away from the AHL wreckage. 
As for the bankers, there must be e 
price for the lesson that gang-bang loans 
to gang-bang syndicates are good only 
for lawyers and liquidators. o 
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gy except for Japan which 
hilippines led the losers, 


| uncheered by news of a revival in trade credits. 


I 
- TOKYO: Summer ended early for the market. 
— The Dow Jones Average staged a steady recovery, 
finishing at 12,640.5 points on 19 Aug. and vol- 
| ume also bounced back from mid-period, aver- 
| aging 356.83 million shares daily. Sanko Steam- 
| ship's collapse failed to throw the market into the 
_ panic predicted by some analysts, though banks, 
| shipping and trading issues initially suffered. But 
Japan Air Lines plunged to ¥5,600 (US$23.7) b 
—.19 Aug., breaking the ¥6,000 barrier at whic 
| securities houses attempted to hold the shares. 
= Aviation issues fell broadly. Domestic-demand is- 
- sues led the market out of the doldrums. Investor 
} interest continued to focus on housing, property 
| and railways. 


| HONGKONG: The market made a concerted at- 
_ tempt to push the Hang Seng Index beyond the 
-1,700-point level and succeeded. The index 
finished 12 points up on the previous period at 
- 1,711.51 as turnover registered a daily average of 
-HK$287.92 million (US$36.9 million). Property 
- stocks performed well, helped by signs of a pickup 
! in residential sales, But it was commercial-indus- 
trials which led gains. Utilities fared poorly while 
| banks scored marginally. The market is gearing up 
= for announcements of half-year results and many 
‘property companies are expected to show im- 
| ‘provements. 
nm 
| SINGAPORE: The market continued its down- 


| ward drift, with Fraser's Industrial Index finishing 
| 15.48 points lower at 3,915.85. The drop would 
have been a lot worse if share prices had not ral- 
- lied from a low of 3,870 in response to determined 
efforts by Fraser & Neave (F&N) to boost morale. 
- It announced on 14 Aug. a S$160 million (US$72.7 
- million) investment in new plant and machinery. 
- Both F&N and its affiliate Malayan Breweries, re- 
— mained unchanged after the suspension of trading 
| in their shares was lifted, however. Average daily 
- volume was 13.54 million shares, a modest im- 
| provement on the previous two periods' perform- 
ance. 
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| KUALA LUMPUR: The market picked up visibly 
|] at the end of the period as news of 11th-hour 
| negotiations to abort the threatened expulsion of 
_ the troubled Malaysian Chinese Association from 
| the ruling National Front leaked out. The antici- 
ps introduction of the delayed-one-month con- 
tract trading procedure ón 15 Aug.; however, did 
| not boost activity as much as expected. Average 
ji daily trading volume was 14.91 million shares, val- 
ued at M$28.53 million (USS11.6 million), with 
ia industrials the most actively traded. 
T 
j _ MANILA: Two transactions on long-idle commer- 
| cial-industrials’, Manila Jockey Club and Liberty 
| Flour Mills, contributed 53% of the period's total 
| value turnover. The market showed little reaction 
| to news of the revival of US$2.9 billion trade cred- 
| its from the country's foreign-bank creditors. 
—| Average daily turnover further slowed to P1.05 
|. million (US$56,451) from the previous P 1.4 mil- 
| lion. The commercial-industrial index gained 3.95 
E points to close at 137.30 while the mining and 
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oil. indicators lost 38.49 and 0.007, respective- 
ly, to close at 639.31 and 0.737. Some brokers’ 
noted selective acquisitions on a few industrial 
issues. 


AUSTRALIA: Markets rose in the first half of the 
period to new heights but profit-taking then re- 
duced gains. The Australian All-Ordinaries Index 
ended the period steady at 954.2 while the All-In- 
dustrials shed 2.3 points to 1,384.1. The All-Re- 
sources gained 1.6 points to 621. Surging gold 
stocks were again a highlight, benefiting from a 
sharp rise in the gold price and the troubled South 
African litical situation: the Gold Index 
jumped 65.7 points to 1,126.8. Most takeover situ- 
ations simmered, with heavy trading in Wool- 
worths as retailers realigned themselves in the 
wake of the Coles-Myer merger. 


NEW ZEALAND: The market remained static in 
the early part of the period, before weakenin 
sharply at the end. Sentiment was nervous ahea 
of the contents of the 1985 budget to be announc- 
ed on 20 Aug. The budget was expected to contain 
major reforms to the taxation system, including 
the level of the goods and services tax. The short- 
term outlook for the market will be dictated by the 
contents of the budget. 


SEOUL: it was another bearish period with politi- 


‘cal worries continuing to dominate. News of bad 


half-year results at a number of companies add- 
ed to the gloom. The composite index rose by 
0.27 of a point to 135.63. Average daily-trading 
levels inched up 648,000 shares to 15.125 million. 
By industry, fabricated metals were down the 
furthest, by 14.95 points, followed by land trans- 
port, off 10.49 points. Fisheries rose the most, up 
8.2, followed by pharmaceuticals, up 2.19 points. 
Daelim Trading Corp. suffered the largest single 
fall. 


BANGKOK: Concern over the overall economic 
outlook and the absence of new stimulants con- 
tinued to cast à shadow on the Securities Ex- 
change of Thailand. Trading was dull with 
sporadic transactions, mostly selling. The Book 
Club Index lost 3.06 points to close the period at 
137.55, Charoong Thai was a star performer. Los- 
ers included-Laemthong Bank, Mah Boonkrong 
and Jalaprathan Cement. Total volume fell to 1.86 
million shares valued at Baht 324 million 
(US$12.1 million). 


TAIPEI: The market declined fitfully through the 
period, with the weighted price index closing at 
648.50, down 11.17 points. Investors seemed di- 
spirited as trading volume hit its lowest level for 
the year. Average daily transactions were a mere 
NT$215-million (US$5.4 million). Hsin Chu 
Glass’ financial difficulties continued to push the 
stock down — it lost 26% of its value to close at 
NT$3.70. China General Plastics Corp., which 
had seen a good rise the previous period, went 
back down with the market. Plastics shares in gen- 
eral fared poorly, and the specialised index for the 
category fell 3.3% to 153.32. 
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12,612.31 
12,640.05 
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Tokio Marine and Fire 
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16.1 
50.2 
44.4 
29.7 
25.8 
34.2 
34.5 
96.3 
22.6 
27.3 


103.1 


45.7 
35,4 
24.0 
38.9 
22.8 
24,7 
$37 


~ 42.8 
244.5 


30.2 
246 


35.1 
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48.4 
24.1 
91.8 
38.9 
118 
30.5 





United Motor Works 
Yeo Hiap Seng 


NZ land Gas 


Progressive 
Waitaki NZH 


Asia Cement 
Cathay Const. 
China Gen, Plastics 
Chung Hwa Pulp 
Chung Shing Textile 
Far East Textile 

p Piasti 





Nan Ya Plastic 
Pacific Const. 
Taiwan Cement 
Taroko Textile 


Tong Yuan Elec 
USI Far East 

Yue Loong Motor 
Yuen Foong Yu 
WaisinLihwa Wire. - 


19 Aug. 


Won 


730.00 
452.00 
454.00 
483.00 
896.00 
265.00 
745.00 
998.00 
427.00 
620.00 
813.00 

1,210.00 
615.00 

1,187.00 


. uS$15.00 
US$3.77848 
U5$13.44 
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f sia x houses over half of mankind. Everyday events are 
happening here that not only shape Asia’s future but 
affect the entire world, Asia 1985 Yearbook covers 
lese events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or-anyone who has dealings with 
sia. Decide for yourself whether any other single 
iedium puts the economic, social and political realities 
Asia at your fingertips as does the Asia Yearbook. 


i In Its 26th Edition 
Asia 1985 Yearbook, celebrating its 26th anniver- 
ary, is bigger and more comprehensive than ever 
ore. Matching the rapid pace of Asian development, 
have gone into greater detail, with deeper insight, to 
duce a book that anyone who has any dealings with 
a should have on the bookshelf. 


he A Asia 1985 Yearbook includes a newcomer to. every 
hapter — the Databox which gives an instant glance of 
ssential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance; Asian 
ivestment, Commodities, Energy, Aviation, Shipping, 
rade & Aid, West Asia, South —— and Asian 
Organisations. 


The main body of the book contains — on 31 
ountries. Each is divided into 3 sections — Politics/ 
ocial Affairs, Foreign Relations, Economy/Infrastruc- 
re — ranging irom Afghanistan through China, to 
orea and Japan, down through the Philippines to 
ustralia and New Zealand and then back to Pakistan 
a India, Indonesia, Singapore and Malaysia. 

s in the past, the Yearbook has an abundance of 
harts, tables and graphics to illustrate the material, 
cluding a full military profile of every country. Each 
ountry has a new map to go with its chapter. 


Country-by-Country Analysis 
ch country is discussed with up-to-date reviews of its 
jlitics and Social Affairs, Foreign Relations, Economy 


al and popu lation trends 
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nd Infrastructure. The Yearbook gives you localised, 
t-hand information on everything from market poten- 
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and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 
Published by the Far Eastern Economic Review, the | 
Yearbook is the result of thousands of man-hours spent - 
every year. Every week, the Review's correspondents - 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra _ 
and virtually every area of interest throughout Asia. This 
| leading team of writers, analysts, experts and research 


staff contribute (as they have regularly for 26 years) to 


keep the Asia Yearbook pertinent. To give you Asia, - 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. * 


Soft Cover: HK$170/US$21 .95/£20/5$49. 50/M$56.50 
Hard Cover: HK$200/US$25.95/£23.75/S$58. 50/M$67 
For airmail delivery, please add: 
HK$45/US$6/£5/S$13/M$15 


aS — 


To: Publications Division, 

Far Eastern Economic Review, 
G.P.O. Box 160, 

Hongkong 


lFarEasternEconomic 





Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for. — — 
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Asia 1985 Yearbook (Soft Cover) 
Price: HK$170/US$21.95/£20/8$49.50/M $56.50 each 


No.ofcopies 00 A by surface O by airmail" 


Asia 1985 Yearbook (Hard Cover) 
Price: HK$200/US$25. 95/£23.75/8$58.50/M$67 each 


{J by surface L1 by airmail 





No. of copies — 


ail delivery, please add: 
6. — 3/ M$15 per copy - 
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vni airport at this village in the north 
of the Solomon Islands must rank as 
one of the least confining in the world in 
which to spend several hours waiting an 
onward connection. 

Few foreign travellers visit Munda. 
Still fewer actually plan to call. But 
those who take the Solomon Islands 
Airways (Solair) flight between the cap- 
ital Honiara and Kicia, in Papua New 
Guinea's North Solomons province, 
often find the choice made for them. 

The 7 a.m. flight from Honiara 
travels up along the breathtaking maze 
of islands and coral reefs that form the 
western boundary of the famous “Slot” 
in which Japanese and Allied navies 
slugged it.out in the fast-moving naval 
battles of 1942-43. Munda lies on the 
northwestern coast of the dark jungle 
mass of New Georgia Island. 

Only two passengers are taking the 
16-seat Bandeirante aircraft. The other 
is Ministry of Health and Medical Ser- 
vices officer Piti Maike, off to 
talk to a women's welfare P d 
Trained in Fiji and Bangkok, 
she has strong views about 
women’s advancement and 
hopes it will not be long before 
women are elected to parlia- 
ment. “The colonial administra- 
tion took the men off and gave 
them all the training and respon- 
sibility," she said. "Before that 
women played a big part in run- 
ning things, in planning the cere- 
monies." 

Munda itself disproves the 
widespread faith in the Pacific 
that construction of a large air- 
field will soon be followed by 
plane-loads of wealthy foreign 
tourists, the official-level ver- 
sion of more basic cargo cults. 
The Bandeirante uses only a 
fraction of the superb paved runway. 

The Japanese Imperial Navy initiat- 
ed the airfield as a base for Zero fighters 
in 1942. When the Americans pushed 
them out in August 1943 they extended 
the runway. The surface was made of 
coral rocks, crushed level, soaked with 
seawater and allowed to harden. It re- 
mains in perfect condition, like most of 
the local roads made the same way. 

The terminal of this northern gate- 
way to the Solomons is a Quonset hut, 
jacked up on pillars carved in traditional 
forms by a local craftsman. A straggly 
bearded man peers through a trapdoor 
in one wall: this is the airport shop. A 
wire-mesh enclosure on the other side is 
the combined immigration counter, 
radio room and airline office. 

Piti Maike sets out to walk the 3 km 
to the hospital where her meeting will 
be held. “There is only one taxi here and 
you never know where it is," she ex- 

lains. The young Solair agent agrees to 
ook after the luggage in his wired-in of- 
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fice. There are six hours to explore 
Munda before the flight to Kieta. 

The trip to the centre of town takes 
only about 50 paces. Through the back 
of the Quonset and across the road is the 
Munda Guest House, which overlooks 
lawns to a wide calm lagoon and, further 
off, several small islands. First thing is 
breakfast, missed in the rush to get out 
to Honiara's Henderson Field. 

The dining room has one long table 
and photographs of Big Ben and the 
Grenadier Guards. A teenage girl with 
the deep black skin found in the New 
Georgia region brings fried egg, toast, 
tea and marmalade. The explanation 
for this strong British tradition is 67-year- 
old Agnes Wheatley, the proprietor. 

Her father was an Englishman, ob- 
liged to leave hurriedly for the colonies 
after killing the foreman at a bicycle 
chain factory during a dispute. Sailing 
round the Solomons on board one of the 
notorious “Blackbirder” ships that 


Munda's lagoon: haunted by the war. 





press-ganged islanders into work on 
Queensland and Fijian sugar plant- 
ations, he found Munda an ideal place 
to settle, being well beyond the reach of 
the law's long arm. 


As Wheatley suggests an approach 
to Alfred Sisili, 62, a retired post 
office official. He agrees to conduct an 
excursion around the lagoon. Sisili 
walks off, and reappears half an hour 
later coming along the shoreline in a 
dug-out canoe about 6 m long. 

Sisili carved out the canoe himself, 
he explains as we head out across the la- 
goon. “You have to go up and select the 
right tree in the hills, and then haul it 
down with vines tied just the right way,” 
Sisili said. “But it’s got so expensive, 
maybe SI$600 [US$558] now where it 
was only SI$200 a few years ago. You've 
got to hire 40 or 50 men to haul it out, 
provide them with meals and every- 
thing. If we had a road . . ." 

A resounding thump echoes across 
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the lagoon as 
Sisili weaves the 
canoe throu 
channels in its 
coral reefs. A 
team from Solo- 
mons Police bomb 
disposal squad is 
working around 
Munda that day, 
detonating the 
hundreds of large 
and small bombs 
that still lie around. Explosions set off 
by grassfires are a regular occurrence 
around Munda still, more than 40 years 
after the war. 

Sisili was 19 when the Japanese oc- 
cupied New Georgia, and recalls being 
hauled before a Japanese officer who 
wanted to know where British and Aus- 
tralian residents had fled. “I told him 
they'd taken the mission boat and the 
Burns Philp steamer down south," Sisili 
said. "He said he believed me, 
but said he'd cut my neck if I was 
lying." 

Japan is a strong economic 
presence. Through the Dia- 
mond Narrows, Sisili takes the 
canoe up to the freezing depot at 
Noro owned by Solomon Taiyo 
Ltd, a joint venture between 
Japan's big Taiyo Fisheries and 
the Solomon Islands Govern- 
ment. A new fish cannery will 
extend this plant, at a cost of 
SI$12 million. Logs stacked for 
shipment along the channel are 
also destined for Japan. 

The war still haunts the New 
Georgia Islands. Crashed air- 
craft lie in the jungle and in 
the lagoon near Munda. And 
periodically comes the rumour 
of Japanese "stragglers" still at 
large in the hinterlands, touching off 
waves of popular emotion in Japan. 

The latest instance occurred in Vella 
Lavella Island three years ago, causing 
the Japanese Ministry of Health and 
Welfare to send a team to scour the 
jungles. “They spent thousands of dol- 
lars hiring aircraft and dropping leaflets 
all over the place," Sisili recalls with 
amusement. "The locals were whipping 
it along, of course. One politician 
rented out his house to the Japanese at 
quite a high price. But I think the Japan- 
ese have woken up by now." 

Back at the Munda Guest House, the 
girl served fish and chips for lunch. 
Agnes Wheatley asked how much Sisili 
had charged, and snorted when she 
heard. The plane to Kieta did not ap- 

ear on schedule. There was time for an 
our's doze on the verandah looking 
over the lagoon before it buzzed in 
across the coconut trees. By the time it 
taxied to the terminal I was waiting for 
it. — Hamish McDonald 
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antas. We 
the long legs. 


If you’ve ever had the pleasure of sinking into a deep yet 
supportive reclining chair, you'll begin to understand the pleasure of 
the Qantas Business Class chair with its built-in legrest. After all, 

on a journey of thousands of miles, two comfortable 
feet make all the difference. 

The fact that Qantas is the only 

_ international airline that offers such comfort 

is hardly surprising as Qantas invented the 

BE WV whole concept of Business Class. So we've had 
the most time to make the most advances in this 

area — and we're still leading the way. 

Another point to consider. Qantas is the 
airline that specialises in long distance travel. In fact, Qantas 
flies its passengers longer distances than any other airline. 

It’s because of this that we understand, and satisfy, the needs 
of our passengers so well, making all our flights seem much 
shorter. Everything, from technology to cabin crew training, 
is geared to make you as comfortable as possible 

over the entire journey. 
So when you fly long distance, wouldn’t you 
feel more confident choosing the airline that specialises 
in long distance travel? 
Qantas Business Class. On our long legs, you 
won't arrive on your last legs. 
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‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 
But that’s just one of the problems facing the 
Panda. 
To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 


iC i rs s lives, to carry out research into its dietary needs 

In the legendary Island nation, W y a "i adit- | and investigate possible alternatives, to discover 
— ion for the the reasons for its low reproduction rate, to 
discerning business travellers finest in study the problem of internal parasites — all these 
factors and many more which threaten its 


return time and again to comfort and | survival 
z; — , cuisine, The Recognition of the urgent need to solve these 
I he Marco Dolo Singapore. Marco Polo and other problems has resulted in a unique and 


historic partnership between WWF and the 








hotel has long enjoyed the reputation as People’s Republic of China. 
the haven of the business traveller. Now WWF has agreed to contribute US 
with more luxurious conference and $1,000,000 towards a total of about US 


$3,000,000 needed by the Chinese Govern- 





banqueting facilities, this reputation 1s ment to mount a major Panda Conservation 
destined to grow. Programme. This includes construction of a 
The Marco Polo Singapore is managed | research and conservation centre in the largest of 
pe " the Panda reserves - Wolong Natural Reserve in 
by The Peninsula Group. W ith d hundred | Sichuan Province. 

year heritage of dedicated service to busi- | A team from WWF, led by the distinguished 
ness and pleasure travellers in the Orient, ecologist Dr. G. Schaller, is already at work in 
re k ' how t ake y bet Wolong together with top Chinese scientists 

We KNOW DOW to make your malco | under the leadership of Professor Hu Jinchu. 
trip live up to all your polo | The Giant Panda is an endangered animal. 
expectations. IAA It is also the symbol of WWF’s worldwide 


conservation efforts to save life on earth. 


| 
The Peninsula Group | But WWF needs money — your money. 
Fulfilling the promise of the Orient Please send contributions to the WW'F 


National Organisation in your country or direct to: 


WWF International, 1196 Gland, 


Reservations: Contact your travel agent, Cathay Pacifi :| Rese " 
ontact your travel agent, Cathay Pacific Hotel Reservations Switzerland. 


Service, SRS (Steigenberger), The Peninsula Group, Hong Kong. 


The Peninsula Group of hotels are located in Hong Kong. Singapore, Manila, 
Beijing and Guangzhou WORLD WILDLIFE FUND 
WWF acknowledges the donation of this space by 
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any Holiday Inn hotel or our Director of . Holiday Inn Park 
I! Cavenagh Road, Singapore 0922, Tel: 733-83: 
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A hotel that can only be compared to a jewel. It 
scintillates in its luxury. It glows in the warmth of the - 
personalised service you will only find in a small hotel ~ 
that's big enough to care. M T 


...We care about the small things in life 
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Lesson in practical politics 


Sammy Vellu, president of the Malay- 
sian Indian Congress, must have felt 
like a Hindi film hero recently. 
all, he has told the whole world with 
great gusto that the Indians in Malay- 
sia are very shabbily treated by a 
bumiputra-dominated government and 
at the next minute has travelled all the 
way to India to bow before Prime Minis- 
ter Rajiv Gandhi, who must surely be 
his most admired leader. 

As a bumiputra I must sincerely 
thank Samy Vellu for his recent antics as 
we bumiputras now know the true col- 
our of this man; at the same time I pray 
to Allah that the other members of the 
Malaysian Indian community have 
more faith in Malaysia and its leaders. 

Perhaps a little reminder to Samy 
Vellu on some basic facts on our be- 
loved country will be in order: 
> Bumiputras now comprise about 
60% of the total population of Malaysia, 
with 56% in Peninsular Malaysia, 
84.1% in Sabah and 69.7% in Sarawak; 
while the Indians comprise only about 
8.5% of the population, with 10.2% in 
Peninsular Malaysia. It is expected that 
the bumiputras would make up about 


— ç⸗ 


After 


70% of the population by the year 
2000. 

> With only 8.5% of the population in 
Malaysia there are now already one full 
minister and two deputy ministers of In- 
dian origin. As a comparison, in neigh- 
bouring Singapore where the bumiput- 
ras make up more than 15% of the total 
population there is only one bumiputra 
minister. 

» The bumiputras in Malaysia — the 
Malavs, Ibans, Bidayuhs, Kadazans and 
the Sulus — are united and solid in their 
determination to play a dominant role 
in the political, economic and cultural 
activities of the country. 

In the economic field, for instance, 
we would never be satisfied until at least 
60% of the country's wealth belonged to 
us. The New Economic Policy might end 
by the year 1990 but the structuring pro- 
cess would have to go on for another 100 
years. 

As Samy Vellu does not seem to 
have any more faith in the National 
Front concept of practical politics. 
perhaps the only honourable thing for 
him to do is to leave the National Front 
and resign from the cabinet. 











There is a Malay saying which 
perhaps describes well Samy Vellu's 
misbehaviour: Dilempar bunga dibalas 
dengan tahi (vou offer him a flower, he 
responds by throwing filth at you). 
Kuala Lumpur Salleh bin Sabtu 


Ambivalent role 

Richard Kesslers assessment of 
Filipino ambivalence towards the US 
[THE STH COLUMN, 8 Aug. | is accurate. 
But he shows the usual American mis- 
understanding of the role of his own na- 
tion in Southeast Asia. American with- 
drawal from the Philippines would not 
isolate the Philippines, as he says, but 
remove one of the major barriers to the 
integration of the Philippines into 
Southeast Asia. Kessler must not be 
misled by the kind things Indonesians, 
Singaporeans and Thais say about Ame- 
rican defence efforts. These nations 
have their own cultures, geopolitical re- 
lations and defence priorities — which 
are not at all those of the US. 

Kessler suggests that the whole 
Filipino opposition to President Fer- 
dinand Marcos "want to legalise the 
communist party" now. Faced with this 
ingratitude, the Yankees may just go 


COME TO HONG KONG ... COME IO SHERATON 


Where Eost Meets West in Perfect Harmony 


Hong Kong. the pearl of the Orient, 
is indeed one of the world's 

most exciting destinations. 

At the Sheraton Hong Kong Hotel, 
you will find the luxury, mystery and 
enchantment of Asia with all the 
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amenities and comforts of the West. 
Newly renovated and glistening. 
the Sheraton awaits you 
WELCOME TO SHERATON HOTELS 
IN ASIA, AUSTRALIA & NEW ZEALAND. 


SE SAAN 


- AUCKLAND 
p acim SHERATON HOTELS, INNS & RESORTS WORLDWIDE 
M 20 NATHAN ROAD, KOWLOON, HONG KONG 3-691111 


For reservations contact your nearest Sheraton The hospitality people ot ITT 
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Some people in the brewery find 
even this too great a fuss. 





When you make a gre have to M. a great fuss. 


You may think no airline 
can improve on it. 


We've worked hard to make our menu the best in 


the air. And a lot of people seem to think we've succeeded. 


Our passengerscan enjoy deliciousentréeslike Lobster 
Thermidor, Prawns Neuburg or Roast Loin of Veal. 
Filet Niçoise is particularly popular. 


If you're flying long haul, you can even savour the 


national cuisine of your country of departure or arrival. 


Our menus are constantly changing. And our chefs 


constantly trying to go one better. * 
C Laas 


Even though 
its remarkably 


difficult. 


NES ANEMBE 


Welcome to our world. 





d wry ae} pur wr LIN 


home and let the New People's Army, 


supplied directly, he promises, by the 
Soviet Union and Vietnam, take over. 
This mixture of pique, misapprehen- 
sion and American — ably if 
unconsciously portrayed by Kessler, 
goes some way to explain why South- 
east Asian nations deal opportunisti- 
cally with the confused giant of the 
north. May the Filipinos join them 
promptly. 
Ontario 


Rural struggle 


Two points concerning Robert Delfs' 
articles on rural industries in China [11 
and 18 July], as they related to Zhejiang 
province: 

First, the political struggle over the 
legitimacy of rural enterprises centred 
not so much on the rural enterprises 
themselves as on questions of owner- 
ship and organisation. The provincial 
leadership, replaced in 1983, sought to 
keep rural production, both agricultural 
and non-agricultural, under the control 
of the three-tiered collective sector 
(commune, brigade, team), and tried to 
resist the tide of commercialisation and 
privatisation. 

Secondly, the growth of rural enter- 
prises since 1983, rapid as it has cer- 
tainly been, needs to be seen in perspec- 
tive. Official figures published for 
Zhejiang over the five-year period 
1977-82 reveal that by 1982 commune 
and d qe enterprises employed 40% 
of rural labour, and that income from 
these enterprises as a percentage of 
rural income had increased from 33% to 
42%. 
Melbourne 


Composed Urdu 


Contrary to the Indian press COVER 
STORY (18 July], type composing has al- 
ways been available for Urdu (though in 
Naskh form of Arabic script) but the 
calligrapher prevailed because he was 
faster and cheaper. Technology has, 
however, finally caught up and typeset- 
ting is now available even for the Nas- 
taliq form, which is common in South 
Asia. 

In Pakistan, where Urdu is the na- 
tional language, the leading daily news- 
papers are using Nastaliq machines — in 
deference to the tradition because these 
are far more expensive than Naskh 
models. 

The ever-rising labour costs and the 
ever-decreasing cost of electronic type- 
setting are bringing closer the day when 
the calligrapher will be replaced by the 
keyboard operator. Economic and tech- 
nical forces may also push over the cal- 
ligrapher's btt , Nastaliq, in 
favour of Naskh, as happened in Iran, 
where Nastaliq was originally de- 
veloped after modifying Naskh, the 
standard form for Arabic. 
Faisalabad, Pakistan 


Theodore Olson 


Keith Forster 


M. A. Hameed 
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I enjoyed Mary Lee's excellent piece on 
Tibet [11 July]. However, I would like 
to point out that a delegation from the 
Dalai Lama was not banned from visit- 
ing Tibet this vear. Lee, regrettably, was 
misinformed by her sources. 

The fourth fact-finding delegation 
sent by the Dalai Lama, currently on a 
tour of the Amdo and Kham regions of 
Tibet, had no intention of visiting cen- 
tral Tibet — the so-called Tibet Au- 
tonomous Region — this year. The 
three previous delegations had covered 
the central Tibétan area extensively in 
1979 and 1980. I am sure that the 
Chinese authorities in Peking are well 
aware of the present delegation's itiner- 
ary, yet they do not hesitate to deviate 
from the facts when they brag about 
not allowing the Tibetan delegation 
to visit "Tibet." When they refer to 
Tibet, they mean only the Tibet Auto- 
nomous Region, severing two-thirds 
of historical Tibet from the central 
portion. Historical Tibet occupied the 
full expanse of 
the Tibetan pla- * 
teau, an area the 
size of Western 


Europe. 
It was quite 
absurd for the 


Chinese authori- 
ties in Tibet to tell 
the REVIEW that 
"workers from 
other provinces 
had to be brought 
in for the major 
construction pro- 
jects” because 
“Tibetans could- 
n't do the work." 
Besides the thou- 
sands of monas- 
teries and forts, 
most of which were razed by the 
Chinese communists, the Potala is the 
living example of Tibetan architectural 
skill. The construction of the Potala 
began in the 7th century and was com- 
pleted by the fifth Dalai Lama in the 
17th century. Scholars throughout the 
world have characterised the Potala as 
one of the great masterpieces of the 
world. I would not be at all surprised if 
the Chinese leaders might say in the fu- 
ture that the Potala was built by the 
Chinese. 

What is the real reason for the recent 
massive influx of Chinese into Tibet? 
Sinicisation and decimation of the Tibe- 
tan identity and nation — I think these 
are the projected goals of the Chinese 
authorities. In Manchuria, the Chinese 
outnumber the Manchus 75 million to 2 
million; in Inner Mongolia, the Chinese 
outnumber the Mongols 8.5 million to 
2.5 million, and a similar situation has 
taken place in eastern Turkestan. 

Tinley Nyandak 


New York Editor, News-Tibet 





‘Singapore Observer’ [27 June] stated 
that corruption in Singapore wore the 
face of fear and silence. Nothing ts 
further from the truth. No one in Singa- 
pore lives in fear and silence except 
perhaps for those with unsound mind. 

‘Singapore Observer’ claimed that 
what was needed was not more money 
to “seal the lips” of ministers, but the 
willingness of ministers to speak up, and 
that their salaries are unrelated unless 
ministers are dishonourable. 

Since ministers share the collective 
responsibility for policymaking — and 
they must be convinced of the necessity 
of a policy — it would be inconsistent 
and improper for them to criticise the 
policies. If their silence can be bought, 
then they cannot be men of integrity. 
Most Singaporeans do not begrudge 
what ministers earn because they recog- 
nise that the ministers are honest and 
capable. 

It appears that ‘Singapore Observer’ 
was attempting to persuade your read- 
ers that Singapore ministers were men 
of questionable principles who needed 
to prove themselves by accepting lower 
salaries. However, the honesty of the 
Singapore Government has been widely 
acknowledged both within the country 
and overseas. 
Singapore 


Who is racist? 


Allegations in the letter Question of 
race |11 July], that the reasons for reject- 
ing the proportional representation sys- 
tem in Singapore are “considered by the 
minorities as an excuse for denying 
them their rightful representation,” re- 
veal the political orientation and mo- 
tive of ‘Justice for All,’ as the letter writ- 
er signs himself. Before he assumed the 
mantle of spokesman for all “the 
minorities,” did he conduct a survey 
among them to ascertain their views, or 
is he only interested in inciting emotive 
reactions with loaded political state- 
ments? 

Obviously ‘Justice for All’ thinks 
that “rightful representation” means 
that if a person’s skin is of a particular 
colour then he should belong to, and be 
associated with, interest groups com- 
prised exclusively of persons of like col- 
oured skin. Who is the racist? I put it to 
him that anyone advocating proportion- 
al representation knowing and — 
that political parties will be forme 
along racial lines is a racist. 
Singapore 


'Loyal Singaporean' 


H. H. Wong 


CORRECTION 


Due to à processing error, the report on pend- 


ing new jet-engine orders by Malaysian Airline 
System [REVIEW, 29 Aug.] icra gA stated 
r 


that Datuk Eric Chia represente att & 
Whitney of the US and that Chia had declined 
to discuss the deal. 
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DESIGN & CRAFTSMANSHIP 





— — or traditional, Australian furnishings 
and fittings sell on their high standards of design and 

craftsmanship. Add reliability and durability and then you'll 
realise just how competitive these Australian products are. 


And there's such a wide range available for use in hotels, 
offices, homes and apartments. 


Lounge, dining and bedroom furniture. Fabrics and drapes. 
Carpets. Wall hangings. Cushions. Light fittings. Bathroom and 
kitchen fittings. White goods such as refrigerators, freezers, 
cookers. Air coolers. Solar water heaters. Window tints. 
Housewares of all kinds. Door hardware. Builders’ hardware. 
Stainless steel sinks. And many others. To find out how 
Australia can fulfil your particular requirements contact the 
Australian Trade Commissioner. 








For details of suppliers, phone or telex 
the Australian Trade Commissioner at 


Bangkok, 286 0441, telex 82624. 
Beijing, 52 2334, telex 22263. 
Hong Kong, 5-731884, telex 73685. 
Jakarta 33 0824, telex 46 244 
Kuala Lumpur, 42 3122, telex MA 30260. 
Manila, 87 4964, telex PN 63542. 
New Delhi, 60 1336, telex 31-61156. 
Osaka, 06-274 7074, telex 522 5334. 
Seoul, 720 6491-5, telex K23663 
Shanghai, 56 3050 ext 204 

telex 33312 AUSCG CN. 
Singapore, 737 9341, telex RS 24 238. 
Tokyo, 03-582 7231-9, telex 242 2885. 






Ask the Australian Trade Commissioner. efe 
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land's Legislative Yuan. Pages 23-28. 


T aiwan's progress on the political front is beginning to 
match its universally recognised economic gains as the 
ruling Kuomintang (KMT) leadership eases its grip on the 
ever-more outspoken tangwai, the island's unofficial oppo- 
sition. And partly in response to the tangwai’s increasing 
influence, the KMT is grooming a younger and better-edu- 
cated group of leaders to take over from the aging and pre- 
dominantly mainland-bred power-holders. Taipei bureau 
chief Carl Goldstein examines these trends, focusing on re- 
juvenation of the KMT; possible successors to President 
Chiang Ching-kuo; the state of the opposition, and the is- 


Cover illustration by C. T. Liang. 





Page 14 

Japanese Prime Minister Yasuhiro 
Nakasone breaks yet another taboo 
by honouring the war dead — causing 
a stream of invective from China over 
reviving militarism. 
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Page 

A hint from the International Olympic 
Committee opens the way for discus- 
sion of North Korea staging some 
events in the 1988 games. 


Page 16 

China's open-door trade initiatives 
reap political benefits for Peking 
throughout the region — even with 
those Southeast Asian countries trad- 
itionally anti-communist. 


Page 16 

A new super-camp of Cambodian re- 
fugees in Thailand poses security 
problems for Bangkok. 


Page 18 

Because of allegations that arms are 
being passed on to Gulf states, Swe- 
den puts an embargo on weapons 
sales to Singapore. 


Page 40 

The formal launching of the five-party 
pro-government National Front, billed 
as a step towards general elections 
and civilian rule, is creating a stir 
among traditional opposition groups 
in Bangladesh. 
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Page 42 

Indian Prime Minister Rajiv Gandhi 
decides to go ahead with September 
elections in Punjab state despite op- 
position demands that the polls be 
postponed following the assassina- 
tion of moderate Sikh leader Lon- 
gowal. 


52 
Spearheaded by the Jenkins Bill, pro- 
tectionism — aimed mostly at Asian 
exporters — is becoming a major 
domestic political issue in the US, 
with the administration worried that it 
may lose control of the issue. 


Page 53 

Pressure is mounting in Thailand 
for an Asean summit meeting to 
draw the economies of member coun- 
tries closer together in the face of 
a worsening foreign-trade environ- 
ment. 


Pages 60-63 

One hundred years after its founda- 
tion, Broken Hill Proprietary Co., Aus- 
tralia's largest company, is having to 
look overseas for future growth — and 
for security from domestic corporate 


predators. 


73 
In the wake of its Boeing 747 crash, 
Japan Air Lines is finding its domestic 
expansion plans blocked while other 
Japanese airlines move into its inter- 
national routes. 


Page 74 

Just as the play by Minebea for San- 

kyo Seiki seemed likely to turn into 
Japan's first hostile takeover con- 
test, an unwelcome foreign suitor has 
appeared to challenge both com- 


panies. 
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REGIONAL 


A new president 
for Singapore 
Singapore has named Wee Kim 
Wee, a former journalist and 
diplomat, as the next president 
of the country. With the ruling 
People’s Action Party’s 77-2 
majority in the parliament, 
Wee's formal election by it is a 
foregone conclusion. Wee, 70, 
was ambassador to Malaysia, 
Japan and South Korea before 
taking over as head of the state- 
owned Singapore Broadcasting 
um in 1984. 

ee is the first Singaporean 
of ethnic Chinese origin to be 
chosen for the ceremonial of- 
fice of president. He will re- 
place C. V. Devan Nair who 
resigned five months ago. 

— V. G. Kulkarni 





US off MIA talks 


as flies to Moscow 


US Deputy Defence Secretary 
Richard Armitage and Assist- 
ant Secretary of State Paul 
Wolfowitz postponed their 
planned visit to Hanoi when it 
was learned in Washington that 
Vietnamese Foreign Minister 
Nguyen Co Thach had flown 
directly to Moscow from 
Jakarta and would not be in 
Hanoi to receive them. The US 
officials hoped to make head- 
way on Americans missing in 
action and reportedly did not 
want to talk with anyone less 
authoritative than Thach. 
Diplomats, however, doubt 
that Thach’s unexpected de- 
pu for Moscow signals a 
reakthrough on Cambodia as 
a result of his talks with In- 
donesian Foreign Minister 
Mochtar Kusumaatmadja dur- 
ing his six-day visit to Jakar- 
ta. Thach named both Burma 
and Australia as potential 
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mediators in the Cambodia 
conflict since neither recog- 


nises Pol Pot. — Lincoln Kaye 
Some of 
MCA 


Promise of some progress in re- 
solving the protracted Malay- 
sian Chinese Association 
(MCA) crisis has finally 
emerged. The ad hoc commit- 
tee headed by National Front 
secretary-general Ghafar 
Baba, has drawn up a firm 
timetable for party elections at 
various levels, leading to a gen- 
eral assembly on 24 November. 
Meanwhile, the new 
breakaway faction led b 
Labour Minister Datuk Ma 
Hon Kam has set up tempora 
headquarters away from the of- 
ficial MCA building controlled 
by acting party president 
Datuk Neo Yee Pan. Mak has 
also established a special func- 
tions committee comprising 
members of all three factions to 
run the party in the interim. 


— Suhaini Aznam 
Seoul over 
crashed Chinese aircraft 


Chinese and South Korean dip- 
lomats are quietly negotiating 
the fate of a Chinese H-5 light 
bomber that  crash-landed 
south of Seoul on the night of 
24 August, killing a local farm- 
er as well as the aircraft's 
navigator. Radio Peking has 
requested the return of the air- 
craft and its three crew mem- 
bers, saying it had "gone miss- 
ing on a training flight" east of 
Qingdao. But the pilot, iden- 
tified as Chiao Tienyun, has 
asked that he be sent to 
Taiwan, confirming that he had 
intended to defect with his air- 
craft. — Shim Jae Hoon 


Quiet homecoming for 
Benazir Bhutto 


Benazir Bhutto, leader of the 
banned Pakistan People’s 
Party founded by her father, 
former prime minister Zul- 
fikar Ali Bhutto, who was 
executed on the orders of Pre- 
sident Zia-ul Haq, returned 
after 18 months’ exile on 21 
August to bury her youngest 
brother, Shahnawaz. He was 
found dead in mysterious cir- 
cumstances in his south of 
France flat in July. Despite a 
major security Operation in 
case of anti-Zia demonstra- 
tions, the funeral — which at- 
tracted — 50-70,000 people, 
mainly from the Bhuttos' home 
province of Sindh — passed off 
relatively quietly. 

— Husain Haqqani 





BUSINESS 


Thai leaders, banks 
discuss sugar relief 


The Thai Government and 
commercial banks are discuss- 
ing urgent measures to rescue 
the Thai sugar industry, which 
has been plunged into the 
worst slump in recent history 
by prolonged low prices. The 
immediate concern is to release 
an estimated 140,000 tonnes of 
raw sugar which are committed 
to be exported under contract 
by the end of the year. Al- 
though foreign vessels began 
arriving at the Bangkok port in 
late August, shipment has been 
delayed as the stocks — be- 
longing to the financially ailing 
Ban Pong group of sugar mills 
— were pledged as loan collat- 
eral. — Paisal Sricharatchanya 


Korea Fund backs 
cars, electronics 
According to a recently pub- 
lished report of the Korea 
Fund Inc., which was launched 
in August 1984 on the New 
York Stock Exchange to pur- 
chase stocks on the Korea 
Stock Exchange, 70% of the 
company’s assets were invested 
by the end of June 1985. Ac- 
cording to the report, the 
largest single investment at 
that point, in terms of market 
value, was in Hyundai Motor 
Co. — whose shares have per- 
formed relatively well in the 
bear market of the past few 
months due to their good ex- 
port prospects. Other major in- 
vestments were made in Lucky 
(chemicals), Goldstar Co. 
(electronics) -and Kia Indus- 
trial Co. (trucks). By sector, 
cars received the largest share 
of the fund's investments, fol- 
lowed by electronics. 

— Paul Ensor 


China limits Japanese 
appliance technology 


The Chinese Government has 
notified the Peking representa- 
tive offices of Japanese home 
Et oae makers that 
it is prohibiting further imports 
of Japanese production techol- 
ogy for 11 appliances, several 
Tokyo appliance makers said. 
In May, China said it would not 
authorise new contracts for the 
imports, which include wash- 
ing machines, refrigerators and 
colour TV sets, because it 
wanted to conserve foreign ex- 
change. The extension of the 
ban to technology is seen by the 
makers as indicating that 


Chinese foreign reserves are 
less than were thought. 
Makers say the ban will pre- 
vent China from investing in 
new production lines and will 
mean more imports of knock- 
ed-down appliances. Another 
reason for the restraints ap- 
pears to be that China has its 
own surplus production capa- 
city for many appliances. Ja- 
panese sources estimate China 
can now produce 2.5 million 
colour TV sets a year. 
— Bruce Roscoe 


Bond near victory in 
Australian beer war , 


Australian entrepreneur Alan 
Bond was close to victory in his 
bid for Australia’s second- 
largest brewer, Castlemaine 
Tooheys (CT), after the largest 
shareholder, British brewer 
Allied-Lyons, agreed to sell its 
24.9% stake for a raised offer 
of A$8.25 (US$5.81) a share. 
The sale took Bond C sal ft 
stake to just under 43% and ef- 
fectively spiked a defensive 
ploy by CT's directors who said 
a second party would go higher 
than Bond's previous A$7.50 
offer. Bond faces a total payou 
of more than A$1.2 billion 

100% of the brewer, which 
would be the biggest takeover 
yet in Australia. However, he 
would gain control of a brewer 
with a 32% share of the Austra- 
lian beer market, second only 
to Carlton and United Brew- 
ery. — Hamish McDonald 


HSBC chairman warns of 
‘grounds for concern’ 
Hongkong and Shanghai 
Banking Corp. (HSBC) chair- 
man Michael Sandberg said on 
27 August that “the US budget 
and trade deficits, combined 
with the looming spectre of 
trade rotectionism, are 
grounds for considerable con- 
cern" in Hongkong and other 
Asian economies. Sandberg, 
announcing a 9% rise in Ret 
profit to  HKSI.11 billion 
(US$142.2 million) for the six 
months to 30 June, said that 
despite these potential prob- 
lems, HSBC expected profita- 
bility would "continue at a 
satisfactory level." 

Sandberg said the economic 
outlook for Hongkong was 
good, with domestic invest- 
ment and China trade offset- 
ting slower export growth. He 
said conditions were worse in 
several other Asian and Middle 
Eastern countries, due mainly 
to the weak prices of com- 
modities including oil. 

— Robert Cottrell 
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Over two and one-half years of proven performance, reliability and 
maintainability At a fixed procurement price. With all material and spare 
parts provided to the U.S. Air Force Logistics Command at a fixed price for twenty years. 
Making advanced technology work for Americas defense. 


NORTHROP 


1840 Century Park East, Los Angeles, CA 90067-2199 USA 
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The Hongkong and € Banking Corporation 


: asla in cet Ke ong Y with. limited d liability : 


: m The Directors announce that the unaudited profit fo for the 5 six months ended 3 30 dune 1985 attributable to the shareholders of the Bank 


owas HK$1,109 million (1984: HK$1,017 aition. am increase of 956... Phe Profit was arrived at after providing for taxation and after 
ue making transfers to inner reserves, = 


e The Directors have declared an interim dividend of HK$0. 15g per "m í 1984: 'HK$0. 136 adjusted), an increase of 10%. The dividend 
|; Will. be payable on 4 October 1985 to shareholders whose names are on the Register of Shareholders on 20 SPESE 1985. 







































> Consolidated Profit and Loss Statement unaudited | : | fou 
6 months to '6 months to. 


52g June 1985 30 June 1984 
-Total Group profit - | 1474 0. | 1313 












Minority interests ; 1» veo, O65) 
Profit attributabl to the shardholders of the Bank . i 1,109 
| es by ubsidiary and associated om 5 a 4) 

















gspershare ——— bs | mE d rs . HK$0. 35 
dend per share | » 3 - — HK$0.15  HK$ 
um zn" | A. (adjusted) 
nsolidated Balance Sheet details S aes Là Pues Eas 
EOS 30 June 1985 31 December 1984 
+. (unaudited) 0 (audited) 
S Total Assets — aan n ue LAS & ; foa "NM h 507,872 481,607 
Shareholders’ Funds A in SU ERR 21467 20,863 


| Prospects for the rest of 1985 


^ In Hong Kong the Sino-British agreement on 1 thé territory’ s future e heralded. a marked J in the busineis climate during the 
c first-half. A firm exchange rate, accompanied by a steady fall in domestic interest rates, was reflected in a strong upward movement in 

the stock market and recovery in the property sector. Although exports did not match the dramatic increase in 1984, ‘the overall 
outlook remains favourable and it is expected that both domestic investment and trade with China will continue to expand. - 


: : “In other territories in. which the Group operates, conditions during the first half were: less satisfactory. South East Asia. generally y 
_ continues to suffer from low commodity prices and stagnant growth rates in major world markets. In the Middie East t falling fil. I prices | 
cR and production levels have brought about difficult trading conditions. PDT. 


- The economies of the territories in. which we operate will continue to be affected. by the downturn in the United States economy. If 
. official forecasts for United States economic recovery during the second half prove to be accurate, the improvement in the trend of. 

_ Group earnings should. continue; but the US budget and trade deficits, combined with the looming spectre of trade protectionism, are 

<: grounds for considerable concern. The Directors nevertheless. believe that profitability will continue at a satisfactory level and d expect 
.. to recommend a final dividend of not less than HK$0.31 per share. MSS M ! 


Closing of Register of Shareholders 


The Register of Shareholders will be closed from 9 September until 20 September 1985 (both dates inclusive). In order to qualify for 
the interim dividend, ali transfers (accompanied by the relevant share can eats) must be lodged with the Registrars not later than. 
4.00 p.m. on 6 aad 1985. i 


By Order of the Board 
F R Frame 


Secretary Hong Kong, 27 August 1985 | 





TESTING THE WATER 


For the first time ever in Malaysia, 
the Socio-Economic Research Unit 
of the Prime Minister's Department 
is conducting a small-scale, 
unpublicised opinion poll involving a 
few thousand people — possibly in 
—— for a general election. 

e respondents in the two-week, 
nationwide survey comprise workers 
and professionals in both government 
and private sectors and some 
students. The questions cover 
subjects ranging from "sensitive 
issues" such as Tatatnic values, 
national culture and racial 
polarisation to more everyday topics 
including incomes, pollution and the 
collection of highway tolls. A larger 
survey may be conducted early next 
year. 


A REAL FRIEND? 


The Philippines’ largest and most 
widely diversified private enterprise, 
the San Miguel Corp., which was 
taken over in 1984 by the business 
group of Eduardo Cojuangco, a 
crony of President Ferdinand 
Marcos, following the death of 
Andres Soriano, has cancelled its 
sponsorship of two events at which 
well-known opposition figures were 
booked to speak. The first was a 
meeting of the Public Relations 
Society of the Philippines in July 
which was addiedend by Francisco 


Tatad, former information minister 
and now an opposition leader. The 
second is a symposium on Southeast 
Asia to be held in Singapore on 1 
October by the Centre for Research 
and Communication. Among five 


speakers from the Philippines are 

orazon Aquino, widow of 
murdered —— leader Benigno 
Aquino, and Jaime Ongpin, Benguet 
Corp. president and an outspoken 
critic of the Marcos government's 
economic policies. In the past, under 
Soriano, San Miguel had been a 
financial supporter of both these 
organisations. 


GOULASH DIPLOMACY 


Kim Woo Choong, chairman of 
South Korea’s Daewoo group, has 
been conducting his own economic 
diplomacy in Eastern Europe. Kim's 
visit to Hungary, which does not have 





diplomatic relations with South 
Korea, in the spring of this year led to 
the recent arrival of a Hungarian TV 
crew in Seoul, where they are making 
a documentary. Daewoo plans to 
send a delegation to an international 
trade fair in Hungary later this year. 
The Hungarian Government 
reportedly is interested in trading 
with South Korea, but on a balanced 
basis; so far, neither side appears to 











Afghanistan and Pakistan began the fifth 
round of proximity talks in Geneva (27 
Aug.). 


CHINA 

At least 55 people died in a severe earth- 
quake which rocked northwest China (23 
Aug. ). Peking called for the return of one of 
its bombers and the crew that crashed in 
South Korea (24 Aug.). Negotiations be- 
tween Peking and Seoul over the return of 
the bomber were under way in Hongkong, 
sources said (26 Aug. ). 


INDIA 


Troops were put on alert in Punjab as 
Sikh tension rose and communal violence 
flared after the funeral of Sant Harchand 
Singh Longowal (2/ Aug.). Prime Minister 
Rajiv Gandhi said the government had de- 
cided to go ahead with state elections in Pun- 
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jab (23 Aug.). The moderate Sikh Akali Dal 
party chose Surjit Singh Barnala as Lon- 
gowal's successor (25 Aug.). Three Sikhs 
shot dead two Hindus in a Punjab village, it 
was reported (26 Aug. ). 


INDONESIA 


A court sentenced a company director to 
14 years in jail for subversion and involve- 
ment in bomb attacks on Chinese properties 
last year in Jakarta (27 Aug.). Vietnamese 


Foreign Minister Nguyen Co Thach began 
talks on Cambodia with his Indonesian coun- 
terpart Mochtar Kusumaatmadja in Jakarta 
(22 Aug. ). 


JAPAN 

An official inspection of passenger air- 
craft discovered irregularities in three Boe- 
ing 747s belonging to Japan Air Lines and its 
subsidiary Japan Asia Airways, a Japanese 
newsagency said (22 Aug. ). 


have found anything the South 
Koreans are interested in buying 
from Hungary. Hungarian trade with 
Japan has been stalled for similar 
reasons. 


OUT IN THE COLD 


A recent budget cut by the Australian 
Secret Intelligence Service (ASIS), 
Canberra’s overseas espionage 
agency, is believed to reflect the 
closure of its covert-action branch. 
ASIS received A$13.6 million 
(US$9.66 million) in the 1985-86 
budget, down A$900,000 on last 
year's allocation. Justice Robert 
Hope, inquiring into a bungled 
training exercise in a Melbourne 
hotel by ASIS personnel (REVIEW, 6 
Dec. '84), is believed to have 
recommended the restriction of the 
agency's activities. 


TOP CHAT SHOW 


A nationwide TV broadcast on 18 
August featuring three top officials 
involved in Thailand's security and 
foreign-policy strategy on the 
Cambodia conflict — namely, Foreign 
Minister Siddhi Savetsila, National 
Security Council chief Prasong 
Soonsiri and army deputy chief of 
staff Chaovalit Yongchaiyuth — was 
aimed at rallying Thai public opinion 
in support of the government's 
berdltie policy towards Vietnam. 
The alleged Vietnamese design to 
take over parts of Thailand's 
northeast (where the population is 
ethnically similar to that of Laos) was 
highlighted. More such programmes 
are expected as the propaganda war 
hots up. 


NORTH KOREA 

A South Korean Red Cross delegation ar- 
rived in Pyongyang for the first inter-Korean 
talks in the Northern capital for 12 years (26 
Aug. ). 


PAKISTAN 

The daughter of former prime minister 
Zulfikar Ali Bhutto, Benazir, returned from 
self-imposed exile (27 Aug. ). 


SINGAPORE 

Prime Minister Lee Kuan Yew named 
Wee Kim Wee, chairman of the state-run 
broadcasting corporation, as Singapore's 
new president (27 Aug. ). 


SRI LANKA 

Talks in Thimphu, Bhutan, to resolve Sri 
Lanka's ethnic crisis were adjourned indefi- 
nitely, the the Indian High Commissioner in 
Bhutan J. N. Dixit said (22 Aug. ). 
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. By Bruce Roscoe in Tokyo 


W hile the attention of Japan and the 
world was focused on the disastr- 
. ous Japan Air Lines crash and the bank- 
ruptcy of the giant Sanko shipping line, 
. Prime Minister Yasuhiro Nakasone car- 
ried out an act which was far more 
basically significant to the Japanese 
people. 

In a dramatic break with protocol on 
15 August, he became Japan's first post- 
war prime minister to honour the na- 
tion's war dead at Yasukuni Shrine in 
_ his official capacity. A symbol of pre- 
war militarism, patriotism and em- 
peror-worship, the shrine bears witness 
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gion. — EXC 
— His action — causing criticism at 
home and abroad, particularly from 
| China and the Soviet Union, as a sign 
_ that Japan had officially dared to glorify 
| its past — has cleared the way for suc- 
| cessive prime ministers and government 
| officials to pay homage at the shrine as 
| representatives of the government. 
The visit to the shrine is the latest in 
| Nakasone's efforts to break post-war 
| taboos, to his critics seen as calculated 
7 to dispel the public’s post-war aversion 
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| By lan Buruma in Hongkong 


| ince Prime Minister Yasuhiro 
| w Nakasone's official visit to the 
| Yasukuni Shrine, an interesting booklet 
| suddenly appeared on Hongkong news- 
| stands. Entitled (in Chinese) Record of 
^ Violence Committed by the Japanese 
| Armies Invading China, it is a collection 
| of photographs of Japanese atrocities: 
.| bombed cities, piled-up corpses, raped 
| women, tortured resistance fighters and 
| so forth. 

| It is published by the Wen Wei Po, 
.| one of the two official pro-Peking or- 
ae * based in Hongkong. The tone of 
| the introduction reflects that of main- 
| land publications. It speaks of the 
| “Anti-fascist war," not, as is usual in 
Hongkong and Taiwan, the “anti-Ja- 
. panese war." It informs the reader of 
i | the “anger of the people of the world” 


| 
- 
all 


ainst Nakasone's visit to the shrine. 
K e conduct of the Japanese troops in 
| China is called “more barbaric than 
| | wild animals, crueller than demons." 
| And it vows to “fight to the death 
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to the role Shinto played as a state reli- | 


At 


| Nakasone causes a stir 


The taboo-buster 


Y [^ ^ 
Í Y 
ie 





ao -A : 





to militarism. Nakasone himself sees his 
actions in the context of making a "final 
settlement of post-war accounts," as he 
was quoted as saying in the Asahi Shim- 
bun after the ceremony. 

For the past 40 years, Emperor 
Hirohito has commemorated the end of 
the war at the Yasukuni Shrine, bowing 
at an altar amid a wall of chrysan- 
themums. Until 1975, politicians took 
care to stay well away, and when they 
resumed visits they insisted they were 


| ‘Crueller than demons’ 


| China pours invective on Japanese ‘militarism’ 


the resurgence of Japanese militarism.” 

The same tone was adopted by many 
publications in China. Xinhua news- 
agency stated that Nakasone’s visit 
mocked Chinese sentiments and pan- 
dered to Japanese militarists, causin 
"much concern among the people o 
Asia." The official Chinese People's 
Daily in its coverage of the visit focused 
on Japanese opposition groups stat- 
ing that *the dead should not be used 
for political ends" and that the visit 
served to “whitewash the war and war 
crimes.” 

On 14 August, one day before the 
visit, a Chinese Foreign Ministry 
spokesman, asked to comment on the 
impending visit, said that “such an act 
will especially hurt the feelings of the 
Chinese and Japanese people and other 
Asian peoples who suffered a great deal 
at the hands of militarism.” 

Some have suggested that these reac- 
tions, as well as other commemorations 
of the anti-Japanese war, such as a 
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acting as individuals, as Nakasone did 
last year. 

Before making his gesture, Naka- 
sone prepared the way by creating 
a private advisory council to issue a re- 
commendation on the constitutionality 
of such visits. It suggested that the state 
would not be supporting a religion as 
long as Nakasone refrained from per- 
forming the Shinto ritual of bows and 
claps, and made no offering of money. 
Instead he would only bow once. 

Nakasone has created many such 
councils to deliberate on issues ranging 
from educational reform to the privati- 
sation of state monopolies. Such coun- 
cils have begun to be firmly associated 
with a distinctly Nakasonian style of 
government. The mo advantage in 
this method of policymaking is that the 
issues are taken out of the hands of the 
Diet and put beyond public scrutiny. At 
the same time, the decision-making is 
not seen as wholly autocratic because the 
vehicle of consensus is still employed. 

Opposition parties attacked Naka- 
sone's action but to many the criticism 
appeared almost as much a ritual as 
the Shinto ceremony itself. Protest 


Memorial Hall for victims of the Nan- 
jing Massacre, are a way to exert pres- 
sure on the Japanese to ease the trade 
imbalance or to loosen up on the flow 
of technology and capital. So far, 
however, there is little evidence of 
this. 

There are other clearly stated 
reasons for the strong emphasis on re- 
membering Japanese atrocities. On 13 
August, Li Chuanhua, deputy director 
of the Propaganda Bureau of the 
Chinese Communist Party (CCP) Cen- 
tral Propaganda Department, made the 
following statement: “The purpose of 
China's solemn commemoration of the 
40th anniversary of the victory of the 
anti-Japanese war is to safeguard peace 
and to promote the drive to realise the 
reunification of the motherland and the 
Four Modernisations with the strength 
of the great national unity and awaken- 
ing the Chinese people achieved during 
the anti-Japanese war." 


Ta explains many things. It under- 
lines China’s new role as the great 
peacemaker. And nationalism, of which 
a memory of shared suffering under a 
foreign heel is the best foundation, is 
often the last refuge of communist gov- 
ernments who have lost much of their 
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the Janín 
mmunist P 
Government Party, and the Democrac- 
tic Socialist Party all argued that the 
visit violated the constitution, sup- 
ported militarism, was consistent with 
the prime minister's defence buildup, 
and was undertaken in disregard of 
what the New Liberal Club party called 
the “national will." 

Nakasone justified his visit, saying: 
“In every country, the government 
leads in expressing gratitude to those 
who lost their lives for their country. 
This is quite natural. Otherwise, who 
would sacrifice themselves for their 
state?” Political commentator Takuo 
Hayashi noted: “Many among the silent 
majority feel that Nakasone’s reasoning 
is convincing. It is because his logic suits 
the national sentiment.” 

But the Yasukuni rites cannot be di- 
rectly compared with war memorial ser- 
vices in other countries. For one thing, 
Yasukuni enshrines the war dead as 
deities. Among these are a number of 
war criminals, notably wartime prime 
minister Hideki Tojo. It is also a celeb- 
ration and beautification of death in the 
name of war, to which it refers as a 
“great work.” 


Bor he took office, Nakasone was 
giventhe nickname of *weathervane " 
for his ability to change his position on 
issues as quickly as political winds 
changed direction. He may leave office 
with the nickname of “taboo-buster.” 
He has now broken three important 




















ideological credibility. It is also the most 
effective way to entice other parts of the 
Chinese-speaking world back into the 
common fold. 

There may also be some patriotic 
one-up-manship going on. The Taiwan- 
ese press has reacted strongly to the Ja- 
panese commemoration of Hiroshima 
and Nagasaki. The Central Daily News, 
quoting Nakasone's statement that the 
nuclear attacks were violations of inter- 
national law, asked how the Japanese 
intended “to repay the blood-debt 
caused by their massacres of innocent 
civilians in China and Southeast Asia." 
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itself would see 
account for much of the turnaround in 
national sentiment. 

The first was to win political accep- 
tance of the word "alliance" to describe 
Japan's relationship with the US. Only 
four years ago, then foreign minister 
Masayoshi Ito and vice-foreign minister 
Masuo Takashima were forced to resign 
over the inclusion of this word in the 
joint communique issued when former 
prime minister Zenko Suzuki visited 

ashington in May 1981. Now refer- 
ences to the US as an “ally” appear 
routinely. 

The second taboo was the rule that 
defence expenditure should not exceed 
1% of gross national product. Depend- 
ing on the method of calculation, some- 
times the 1% ceiling is broken, some- 
times it is not. The difference this year is 
that the debate is losing steam with the 
increasing frequency of media allusions 
to the pron that even by the offi- 
cial calculation the 1% limit will be ex- 
ceeded. 

Other taboos remain. There is the 
peace constitution to revise, in accord- 
ance with the Liberal Democratic 
Party's (LDP) platform. But tampering 
with the three non-nuclear principles — 
not to possess, make or introduce nu- 
clear weapons into the country — would 
present Nakasone with the greatest test 


of his busting powers. The "principles" 
exist only by resolution of the Diet, not 
legislation, and some LDP politicians 
close to Nakasone already are calling 
for them to be scrapped. o 


As an analyst in 
Hongkong re- 
marked, China 
could not afford 
to be outflanked 
by Taiwan in pat- 
riotic zeal. 


commemorations 
in China is the 
way the late 
Kuomintang 
(KMT) leader 
Chiang Kai-shek's 
soldiers are no 
longer dismissed as cowards and col- 
laborators, but actually lauded as 
heroes. Even Chiang himself is seen in a 
more favourable light than is usual. Hu 
Hua, a CCP historian, was quoted as 
saying that “KMT military leaders and 
soldiers showed their patriotic spirit . . . 
and we shall not forget them." Chiang, 
too, according to Hu, “showed definite 
patriotism.” 

There has been no official reaction to 
this new tack from Taiwan, though 
a government spokesman dismissed it 
privately as just “United Front poli- 
tics." o 
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Political 
games 


IOC president raises idea of 
cross-border events in 1988 


By Shim Jae Hoon in Seoul 


A: part of continuing efforts to pre- 
vent the next Olympic games from 
turning into another political disaster, 
Juan Antonio Samaranch, the president 
of the International Olympic Commit- 
tee (IOC), is gently nudging South 
Korea to be a little more accommodat- 
ing in dealing with the North, in the cur- 
rent preparations for the 1988 games 
scheduled for Seoul. 

Visiting Seoul for four days of in- 
spection of Olympic facilities and talks 
with President Chun Doo Hwan and 
other officials, Samaranch has used his 
old diplomatic skills — he used to be 
Spanish ambassador to Moscow — to 
persuade the South Koreans to accept 
the possibility of holding some events 
north of the demilitarised zone. The up- 
shot of his discussion of this theme with 
Roh Tae Woo, president of the Seoul 
Olympic Organisin Committee 
(SLOOC), Sports Minister Lee Young 
Ho and the new SLOOC secretary-gen- 
eral Lee Ha Woo, is that Seoul is now 
open to negotiation with the North. 

The idea of sharing some events will 
now come up when sports officials of 
North and South 
Lausanne in October under IOC au- 
spices. At press conferences in Japan 
and Seoul, Samaranch said there was no 
change in the venue of Seoul as the final 
site of the games. “The IOC decided in 
1981 to award the games to Seoul, not 
any other city, and the games should be 
held in Seoul,” he declared apparently 
unequivocally. But at the same time, he 
noted that at the 1984 Los Angeles 
games, some events — such as soccer 
preliminaries — were held in the east- 
ern part of the US. Perhaps a similar 
formula could be used to argue for cer- 


tain events to be held in North Korea, — 


he implied. 
At a news conference in Japan, 
Samaranch hinted at why he was 


suggesting this formula. Answering a - 


uestion, he said: “We have to try to af- 
ord to North Korea the best of condi- 
tions so that they will have to say yes to 
participating in the games.” In short, 
the idea of h 
North is aimed at encouraging Pyong- 
yang to participate, and thus prevent 
the Soviet Union and other socialist 
bloc countries from boycotting the Seoul 
games. 
Samaranch and South Korean offi- 
cials, however, are not likely to com- 
promise on the question of “co-hosting” 
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olding a few events in the © 





the entire games, as demanded by 
North Korean we age Sher Chon 
Jun Gi on 30 July. Chong's proposal, 
denounced — in Seoul, was aimed 
at completely sharing the — under a 
new title of “Korea Olympiad" or 
“Pyongyang-Seoul Korea Olympiad,” 
which woul! require athletes, officials 
and spectators crisscrossing the virtually 
closed border and the hazardous de- 
militarised zone. 

Seoul’s agreement to discuss moving 
some events to North Korea also marks 
a drastic departure from its earlier rigid- 
ity Spe any talk on such a possibility. 
On 2 August, Lee Young Ho issued a 
statement denouncing Chong's propo- 
sal as an “anti-national scheme" and an 
"attempt to wreck the sacred principle 
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of the Olympics for political purposes." 

Its new show of flexibility has 
emerged against the background of the 
growing probability of the Soviet Union 
and other Eastern bloc countries taking 
part in the games. Roh and other offi- 
cials, following their attendance at the 
East Berlin IOC conference in June, 
have come back with renewed assur- 
ances that the Seoul games might be 
spared a repeat of the Los Angeles East- 
ern-bloc boycott. 

Samaranch and South Korean offi- 
cials, it seems, are now prepared to talk 
with the North, provided Pyongyang 
does not insist on formally splitting the 
games under a new title. To completely 
accommodate the North Korean propo- 
sal, they point out, the current IOC 
charter which calls for the awarding of 
the games to a specific city, would have 
to be revised, requiring a vote which 
might wreck the unity of the IOC. 

At Lausanne, where six sports offi- 
cials from North and South Korea will 
be meeting on 8-9 October with IOC of- 
ficials present, the talks will therefore 
focus on two issues — holding of some 
events in the North outside the official 
framework of “co-hosting,” and the 
possibility of Seoul and Pyongyang or- 
ganising a joint national team. ü 





16 




















New liberal import-export policies open other doors 


2 His trade diplomacy of China's prag- 
matic leadership is beginning to 
yield P dividends in those South- 
east Asian countries most suspicious of 
Peking's long-term regional ambitions. 

Indonesia insists that the warm re- 
ception given to the visiting 43-member 
Chinese trade delegation early in Au- 
gust — Jakarta's first wholesale opening 
to Chinese officials since it suspended 
relations with Peking 18 years ago, after 
an abortive communist coup in 1965 — 
is not the harbinger of renewed political 
ties. Nonetheless, the evident improve- 
ment in Sino-Indonesian relations has 
eased the sensitivity throughout the re- 
gion of dealing with Peking. 

Late in September, Singapore Prime 
Minister Lee Kuan Yew will visit Peking 
for 10 days — his third official trip to the 
Chinese capital — and within a month 
his Malaysian counterpart, Datuk Seri 
Mahathir Mohamad, will follow. The 
fact that two such high-level visits could 
take place in quick succession without 
fear of provoking tension with Jakarta is 
one measure, diplomats say, of how 
much the atmosphere has changed in re- 
cent years to Peking's advantage. 

oreover, both Lee and Mahathir 
will reportedly put economic coopera- 
tion high on the agenda during the talks 
with Chinese leaders, another indica- 
tion of a subtle shift in Peking's favour. 





INDOCHINA 


By Richard Nations, with Mary Lee in 
Peking, V. G. Kulkarni in Singapore, 


Lincoln Kaye in Jakarta and 
Suhaini Aznam in Kuala Lumpur 





Neither Asean leader is likely to omit 
the long-standing demand that China 
renounce pro-Peking communists in the 
region. Even Mahathir is now expected 
to temper criticism of China's regional 

olicy, in contrast to the strident tone he 

as often employed in the past to mark 
the high ground in dealing with Peking. 

Not only hasa Sino-Hidonesisn trade 
agreement, signed on 5 July, placed Pe- 
king’s relations in the region on a soun- 
der footing, but China’s dynamic 
growth rates have added new lustre to 
the China market at a time when both 
Lee and Mahathir are facing sagging 
economies. Diplomats believe the two 
leaders are travelling to Peking to see 
how best they can position their coun- 
tries in China’s modernisation pro- 
cess. 

A sign of how far the three Asean 
countries are prepared to go to put trade 
before politics in dealing with Peking 
are the steps each has taken to liberalise 
travel to China. Restrictions on China 
travel grew out of the fear shared by all 
three governments that an extension of 
Peking's influence into the region would 






The super-camp risk 


A new site for Cambodian refugees presents a security threat 


By Paul Quinn-Judge in Bangkok 


B y the time the next dry season starts 
in Cambodia, the Thai-Cambodian 
border will have another major concen- 
tration of Cambodian civilians — a 
super-camp holding 120,000 people. 
The camp is to be administered by the 
Khmer People's National Liberation 
Front (KPNLF), the non-communist 
faction led by Son Sann of the tripartite 
anti-Vietnamese Democratic Kampu- 
chean coalition government. 

The camp will be created by transfer- 
ring 53,000 Cambodians presentl 
housed in Site 7, near the UN High 
Commissioner for Refugees’ holding 
centre of Khao-I-Dang, to Site 2, about 
40 km north. Five thousand Cambo- 
dians have already left Site 7, and the 
move is expected to be completed by 
the end of September or early Octo- 


ber. 
The KPNLF is not enthusiastic about 
the change; neither is the United 





Nations Border Relief Operation 
(UNBRO), which has long had doubts 
about Site 2’s security and which would 

refer the civilians to be housed further 
inside Thailand. Asean sources have 
said in the past that they would like to 
see the civilians moved well away from 
both the border and the anti- Vietnam- 
ese coalition’s military units. 

The Thai Government, however, 
maintains the site is safe. Thai officials 
have said that Site 2 provides better 
sanitary facilities and more space for the 
civilians. Officials have also been 

uoted in the Bangkok press as saying 
that the transfer from Site 7 would put 
an end to cases of robbery committed 
against Thais living near the camp. 

Despite these reassurances, the new 
camp could become a serious security 
problem during the next dry season, 
which usually begins around October. It 
is only a few kilometres away from 
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divide the loyalties of local 
Chinese communities. 

However, since the beginning of the 
year Singapore has moved to expedite 
issuance of China travel visas for both 
tourist and business purposes. Al- 
though all Singaporeans must still seek 
special permission to travel to China, 
this is now normally given within 24 
hours of application. Malaysia is pre- 
paring to follow suit. 

Kuala Lumpur plans to relax travel 
restrictions for businessmen travelling 
to China, with the introduction soon of 
a one-stop clearing point comprising of- 
ficers from the Foreign, Home and 


— — 


Trade and Industry ministries. Busi- 
nessmen who can demonstrate à con- 
tinuous trade relationship with Chinese 


Mahathir; Lee: facing sagging economies. 


KPNLF military installations, and the 
Vietnamese are well aware of this. 
There have been reports of small Viet- 
namese reconnaissance units moving in 
the area recently, and at least one of the 
KPNLF installations has been shelled. 
KPNLF sources, who freely admit the 
existence of their military bases in the 
area, say that the nearest Vietnamese 
outpost to Site 2 is about 2 km away. 


rhe are fears that even a moderate 
degree of fighting along the border 
in coming months would be enough to 
panic the new settlement. In turn, this 
could further impair the KPNLF’s mod- 
est military operations. "Unless the 
KPNLF guerillas are convinced their 
families are safe," a source on the bor- 
der said, “every time there's trouble on 
the border the guys supposed to be deep 
inside will come running back." This is 
what other Asean countries had hoped 
to avoid by having the civilians moved 
far from the border. 

Other recent movements of popula- 
tion along the bordér have been less 
publicised. In early August, some 4,000 
civilians were reportedly moved from a 
large camp, Site 8, run by the Khmer 
Rouge, the communist faction of the co- 
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which will enable them to apply for mul- 
tiple-entry visas to China. 


pres ascribe Kuala Lumpur's 
recent relaxation of visa strictures to 
worries that Malaysia may be falling be- 
hind Indonesia in trade relations with 
China. “Even Jakarta, which has no ties 
with Peking, is loosening controls on 
visits by ethnic Chinese Indonesians to 
China," a Peking-based Asian diplomat 
commented. “Kuala Lumpur sees itself 
losing out to its Asean neighbours in the 
China market, hence its relaxation of 
visa controls." 

Peking is expected to extract as much 
political advantage as possible from its 
trade-eager Asean visitors. During his 





alition. The camp, also known as Khao 
Ta Ngoke, is 4 km inside Thailand. 

Little is known about the move, 
which took place during a time when the 
camp is closed to outsiders. The depar- 
tures are thought to have been family 
groups — perhaps the families of 

hmer Rouge soldiers — who may have 
been taken to a Khmer Rouge military 
camp at Khao Din, about 10 km away, 
and on the other side of the border. 
Khao Din is probably the headquarters 
of Khmer Rouge Division 320, whose 
commander, Nykorn, has jurisdiction 
over the inhabitants of Site 8. 

The move may be connected to con- 
tinuing unrest in the camp, which is the 
largest of the Khmer Rouge border 
camps. In May, between 100 and 200 
Cambodians were taken from the camp 
to Site 8 North, a little-known satellite 
camp about 8 km away. 8 North is re- 
portedly part of the 320th Division's 
command structure (REVIEW, 6 June). 
The move was seen in part as an attempt 
by the Khmer Rouge to restore order in 
the camp. A sizable number of Site 8's 
inhabitants clearly wanted to move out, 
— the Khmer Rouge. Despite 
the May tranfers, it seems they still do. 

UNBRO last month cut off aid to 8 


meeting with Lee, China's paramount 
leader Deng Xiaoping is expected to ap- 
al to the staunchly anti-communist 
ingaporean leader to act as a bridge 
with Taiwan in setting up Peking's 
hoped for, but so far rejected, reunifica- 
tion talks with Taipei before Taiwan's 
President Chiang Ching-kuo dies. 
During his visit to Singapore in early 
January, Chinese Foreign Minister Wu 
Xueqian invited Singapore's former 
deputy prime minister, Goh Ken 
Swee, to act as an adviser to the specia 
economic zones set up in China's coastal 
regions — an invitation Goh accepted. 
Apart from underlining the pragmatic 
thrust of China's open-door policies, 
the appointment was seen as an astute 
political move which indirectly gained 
Singapore's endorsement of Peking's 
appeal to the loyalty of Overseas 
Chinese, as well as identified the once- 
solidly pror an government of Lee 
with Peking. Peking is also likely to look 
for other ways to draft Singapore into its 
united-front campaign to woo Taiwan. 
Peking also expects its trade diplo- 
macy in Southeast Asia to yield returns 
on Cambodia. It hopes that the trade 
agreement with Indonesia will help to 
deflate what it has always regarded as 
the Indonesians’ exaggerated fears of 
the “China threat,” and this in turn will 
cause Jakarta to appreciate what the 
Chinese denounce as Vietnam's de- 
stabilising role in the region. "Remov- 
ing the China bogey in Indonesia will 
help to heal the divisions in Asean over 
Cambodia," said a Chinese source close 
to Peking. 
Diplomats in Jakarta agree that 


North on grounds that the camp, which 
houses between 4,000 and 7,000 Khmer 
Rouge, did not allow UNBRO suffi- 
cient access to monitor the use of aid. 
Border sources doubt that the decision 
will have much impact on the Khmer 
Rouge since money does not seem to be 
a problem for them. 

Civilians in another Khmer Rouge 
camp, Samrong Kiat, some 12 km inside 
Thailand opposite the northern border, 
are also said to want to leave. In both 
cases the civilians are said to have indi- 
cated a desire to move to areas control- 
led by Prince Norodom Sihanouk, 
leader of the second non-communist 
faction of the anti-Vietnamese coali- 
tion. The demand is a useful reminder 
of Sihanouk's importance to the coali- 
tion. Although Sihanouk irritates his al- 
lies with threats to resign as coalition 
president, he retains the allegiance of 
many ordinary Cambodians. 

A defection by large parts of both 
camps would seriously damage the 
Khmer Rouge's political standing. Site 
8 and Samrong Kiat between them con- 
stitute the overwhelming majority of 
the known Khmer Rouge civilian popu- 
lation. However, no one seems willing 
to permit the defection. oO 
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Sino-Indonesian normalisation is now 
— within a decade, whereas be- 
ore the trade agreement no time frame 
was even conceivable. But the same 
sources do not foresee any dramatic 
change in Indonesia’s regional outlook. 
“China is still viewed as the only country 
which can block Indonesia's emergence 
as a major Asian power by the end of 
the century,” a diplomat commented. 
“The army here just does not see Hanoi 
as ever developing the capability to pro- 
ject power into this region.” 

Hanoi has been active in trying to en- 
sure that improvement in Sino-Indone- 
sian relations do not come at its ex- 
pense. Vietnamese Foreign Minister 
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Nyugen Co Thach's six-day visit to 
Jakarta ending on 27 August gave a sub- 
stantial boost to bilateral relations. 
Hanoi will send a cultural troupe to In- 
donesia in the coming months, as well as 
the military attache, announced in 
April. Thach also reportedly discussed 
with his Indonesian counterpart, 
Mochtar Kusumaatmadja, prospects 
for commercial air and sea agreements 
as well as possible joint-exploration pro- 
jects on their common sea boundaries. 

Non-aligned politics is also likely to 
draw Jakarta away from China and closer 
to Hanoi. Observers believe that Indone- 
sia's undeclared candidacy for the 1986- 
89 chairmanship of the non-aligned move- 


The Swedish connection 


An embargo on arms for Singapore embarrasses Palme 


By Roy Carson in Stockholm 
B reaking a long silence on an investi- 
gation into the export of arms by the 
Swedish corporation Bofors, Swedish 
foreign trade officials in Stockholm an- 
nounced on 20 August that all arms ex- 
rts to Singapore had been frozen « 
in order to stop it being used as a pos- 
sible channel for the unauthorised 
export of Swedish weapons. 

The move came as a result of an in- 
vestigation of allegations that Swedish 
arms are reaching Gulf countries — par- 
ticularly Dubai and Bahrain — which 
are barred from receiving them because 
they are classified as being in a war 
zone. 

"Our action should be seen as a sig- 
nal, a warning to the government of 
Singapore," said Jorgen Holgersson, 
legal executive of the department. “We 
will decide on what appropriate action 
we will take against Singapore after we 
have had all the facts presented to us 
and know explicitly how Swedish mis- 
siles came to end up in Dubai and Bah- 
rain. I think we know most of it already, 
but it has to be read into the public re- 
cord first." 

The Swedish national police board 
says it has convincing evidence that 
Bofors' Robot 70 missiles have been de- 
livered to Dubai and Bahrain via Singa- 
pore. 

Between 1980 and 1984 Singapore 
was Sweden's second-largest customer 
for war materials, including missiles 
from Bofors, radar systems from L. M. 
Ericsson and Carl Gustav mortars from 
the Swedish state FFV company for a 
total equivalent to US$80 million. 
Swedish sources say that Singapore has 
bought weapons to the value of SKr 125 
million (US$14.8 million) so far this 
year prior to the imposition of the em- 
bargo. 

The principal purchaser in Singapore 
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A Bofors RBS 70 launcher: frozen. 





is Unicorn International, said by 
Swedish officials to have bought no 
less than 304 missiles and 27 field 
sighting units from Bofors, which have 
subsequently been traced to the Mid- 
dle East. Unicorn is an associate com- 
pany of Chartered Industries of Singa- 
pore, which is itself a subsidiary of 
Sheng-Li Holding Co., an arm of the 
Ministry of Defence. It serves as a mar- 
keting agent for the Sheng-Li group 
and handles exports of Singapore-made 
weapons and material and support ser- 
vices provided by Sheng-Li and a num- 
ber of foreign companies, including 
L. M. Ericsson. 

Swedish Foreign Trade Ministry offi- 
cials say they had received assurances 
from the Singapore Government that 


ment, to be decided at the movement's 
foreign ministers meeting in Luanda in 
September, has gained the crucial back- 
ing of out-going chairman, India. 
Nonetheless, the comments of one 
Peking-based diplomat indicate the 
headway China has made in the region 
by stressing trade. Asked whether Lee 
would try to persuade his Chinese hosts 
to make gestures to Jakarta’s demands 
that they acknowledge China’s role in 
Indonesia's 1965 coup attempt — which 
the Chinese adamantly deny — he re- 
lied: “Why should he? Singapore's re- 
ations with China are getting better all 
the time, even without diplomatic rela- 
tions." o 


the weapons would not be “onward- 
sold.” End-user certificates from Singa- 
pore had been provided in the weapons 
export applications to the ministry for 
each delivery. 


Foreign Trade Minister Mats 
Hellstrom, under fire from peace ac- 
tivists fed by newspaper reports 


based on ministry leaks, has 
stated: “Sweden received assur- 
ances in 1980 that the missiles 
would not be re-exported and 
that they would be used for 
Singapore's own defence forces. 

A prosecution of Bofors over 
the case will probably come to 
court in late September. The 
company could face confiscation 
and punitive fines of millions of 
dollars. 

The case is also politically 
embarrassing for socialist Prime 
Minister Olof Palme, who faces 
a difficult general election on 
15 September and would clearly 
like to see the whole affair swept 
under a convenient carpet. Un- 
fortunately for him, the anti- 
armaments “doves” of his Social 
Democratic Party are asking 
how the Trade Ministry's war 
materials inspectorate came to 
approve such large exports with- 
out question. Therefore, offi- 
cials are hinting, there is a de- 
sire to “make an example" of 
Bofors in an effort to restore Swe- 
den's traditional pacifist and neutral 
image. 

One result of punishing Bofors, 
Swedish foreign trade officials hope, 
would be to convince the US that Swe- 
den would be a safe market on which to 
release Sweden’s future hi-tech require- 
ments, 

Bofors, for its pat says the govern- 
ment embargo will seriously disrupt its 
relationship with Singapore as a valued 
customer, with an official commenting: 
“The international weaponry market is 
very hard indeed and we Tive many 
competitors fighting to take over our 
share of the market. Singapore is an im- 
portant customer to Bofors and its loss 
would have serious effects.” ü 
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It was inevitable that Tim Severin, a 
| writer who is fascinated by the apparently 
legendary voyages of heroic travellers, 

should one day find himself examining 
the stories of Sindbad the Sailor. 
Tales of his vovages, collected in 
| “The Thousandand One Nights, were sup- 
| posed to have taken place between 786 
and 809, when Haroun al Rashid was 
Caliph of Baghdad. 
| “There is no doubt that Sindbad is 
based on historical fact,” says Tim. “He is 
a symbol of the whole extraordinary 
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Wim: After nearly 1,200 years, Sindbad 


nearly twelve 
h u nd red years ago. 


So Tim set out to discover whether 





the legend could be based on fact. "We 
aimed to show how Sindbad and the early 
| Arab navigators coped with the 6,000- 
mile journey from Oman to China. To do 
that, we had to build a boat as identical to 
— —- his as possible." 









The original Arab 
trading ships were con- 
structed from planks 
| sewn together with 

coconut fibre. (Marco 
! Polo, we are told, was 
not impressed by their 
methods. Modern 
naval historians were 








- J not encouraging 
PROTECTIVE OIL IS APPLIED : | . 
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FO THE COCONUT ROPI 

However, an authentic ship was 
built without a single nail in her con- 
struction — but with some 400 x 
miles of coconut rope. 

The ship was called Sohar 
and Tim sailed her on the 
ancient Spice Route — across 
the Arabian Sea to India, then 
| to Sri Lanka and on across 

the Indian Ocean to Sumatra 
andthe Malacca Straits. Then, 
finally, through the China Seas 
to Canton. 


= 























the Sailor puts to sea again. 


During the voyage, underwater 
rudder repairs had to be made in shark- 
infested waters. The Sohar was becalmed 
in the Doldrums and the crew had to 


catch rainwater to drink. Their mainspar 





snapped in two in = UM — 
the Indian Ocean. » x 

The seas off the 
coast of Vietnam 
were so violent that 
five sails were 
ripped to shreds in 
a single day. 

But, alter 
seven-and-a-half months, Tim Severin, his 
crew and the Sopar sailed into Canton toa 
triumphant reception — with the legend 
of Sindbad now a verifiable fact. 








MM SEVERIN LEARNS FROM AN 





OLD ARAR SEA CAPTAIN 


Throughout those months, 
Tim had relied on his totally 
waterproof Rolex Submariner, 
the Chronometer that had served 
him in reconstructions of other 
historic voyages. 

Thus Rolex watches, which 
have been up the highest moun- 
tains, to the depths of the sea, to 
both poles and through the deserts, 

have now become part of the 


* , 


ROLEX Arabian legends of "The 


Thousand and One Nights.” 


of Geneva 























IHE ROLEX SUBMARINER CHRONOMETER IN 18CT GOLD. ALSO AVAILABLE IN STEEL AND GOLD OR IN STAINLESS STEEI | 


THE AIRLINE 
THAT STARTED FLYING IN 1947 
IS NOW TWO YEARS OLD. 


With the average age of our aircraft a mere two years, we have the most modern flee 
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1 the world. Now it is not only our inflight service that even other airlines talk about. 
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SYDNEY-The Colonial style Treasury building, one of Sydney s 
most important historic landmarks, is being thought fully 
restored and incorporated into the public rooms of the 

new Hotel Interes Continental Sydney. A perfect 


harmony of history and innovative design. 


IN THE PACIFIC AND ASIA THE ADVANTAGE IS INTER: CONTINENTAL 
SINTER: CONTINENTAL HOTELS 


BANGKOK. Dramatic architecture and Inter-Continental style and service distinguish the Siam InterContinental. situati d on 26 acres ot formes palace gardens. COLOMBO. 
On a splendid beachtront, facing the Indian Ocean the Hotel Ceylon Inter*Continental enjoys the city’s best location and a superb business center HONG KONG. On Hong 
Kong Island featuring the city's newest superbly equipped business center, the Furama Inter ontinental enjoys the be st location inthe Central business district JAKARTA, Set 





among twenty-three acres of gardens with sports facilities, tennis, squash and jogging the Borobudur InterContinental is considered the business traveller's country club 
MANILA. Nestled in the Makati area, the InterContinental Manila is perfectly located for finance and commerci [he quality service is quite outstanding. SINGAPORE. At th: 
Pavilion Inter ontinental Singapore, you can be in the heart of the international banking center by day ind dine at Maxim's de Paris at night Our spectacular atrium is righth 
considered a local landmark. SYDNEY. The Inter ontinental Sydney opens in late 1985. TOK YO. The Keio Plaza InterContinental, minutes fromShinjuku’s entertainment and 
shopping center, has its own airport limousine service. For exciting resort itmosphere, enjoy the Punta Baluarte InterContinental in CALATAGAN., Davao Insula 
InterContinental Inn in DAVAO CITY and the Port Vila InterContinental in PORT VILA 
—ro—————— (—n—À—w——HT—áneÜ 
INTER*CONTINENTAL: More than 80 superb hotels around the world 





Chiang in Matsu; Yu (top); Mah: troubled future. 
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The political system is liberalised to match economic gains 





By Carl Goldstein in Taipei 
|: many respects Taiwan has an en- 
viable record on both the political and 
economic fronts. People returning to 
the island after being away for a few 
years are often shocked by the changed 
political atmosphere. Along with the 
widely recognised economic develop- 
ment gains has come a substantial open- 
ing up of the political system. 

Both the government and the ruling 
Kuomintang (KMT), are attracting in- 
creasing numbers of younger, better- 
educated people. At the same time, an 
active opposition. grouping, the 
tangwai, has become a significant politi- 
cal force, bringing a far livelier level of 
public discourse into being than ever be- 
fore. 

Nonetheless, Taiwan faces a troubl- 
ing future. The long-term political un- 
certainty it has been forced to live with 
since the KMT's 1949 retreat to the is- 
land, in the face of the communist ad- 
vance on the mainland, is growing 
starker as Peking gains new interna- 
tional legitimacy under the reformist 
policies of Chinese leader Deng Xiao- 
ping. 

The KMT's habitual rejection of 
Peking's seemingly generous autonomy 
proposals appears less reasonable to a 
world which hopes Peking has turned 
down a path of stable growth and 
moderate economic policies. If the 
yeriod leading up to the 1997 date for 
Peking's recovery of sovereignty over 
Hongkong from the British proceeds 
smoothly, with no loss of confidence or 
economic prosperity there, the pressure 


FAR EASTERN ECONOMIC REVIEW e 5 SEPTEMBER 1985 


on Taiwan's leaders will only increase. 

The greatest question mark, how- 
ever, is closer to home: how much 
longer can President Chiang Ching- 
kuo, now 75 and in uncertain health, 
maintain his grip on power? Much rests 
on the answer, because Chiang has no 
obvious successor. Three times in the 
past few years, Chiang has abruptly re- 
moved likely candidates for the succes- 
sion from positions of power, most re- 
cently in February when former KMT 
secretary-general Tsiang Yen-shih was 
notified of his "resignation" five min- 
utes before a party central standing 
committee meeting. 

As if distrustful of placing younger, 
talented leaders in top positions, 
Chiang has looked to his trusted confeder- 
ates, mostly men who have been with 
him — or his father, Chiang Kai-shek — 
for decades. 

When Tsiang was dismissed from his 
post, Chiang called on 76-year-old Mah 


Soo-lay to return from his post as 
Taiwan's unofficial ambassador in 
Japan. 


With the government and party bat- 
tered by unprecedented scandals, this 
tendency appears to have intensified in 
the past year. The October 1984 murder 
in California of Henry Liu, a Chinese- 
American author of a critical biography 
of Chiang, shook the KMT when it was 
revealed that a top intelligence official 
had conspired with Taiwanese gangsters 
to "teach him a lesson." The official 
— Wong Hsi-ling — and two gang lead- 
ers were convicted of murder in the 








Hoom for dissent 


case, which caused serious damage 
to Taiwan's international reputa- 
ton. 

Domestically, Taiwan was hit by its 
worst financial scandal at the begining 
of 1985, The Cathay affair, which re- 
mains on the front pages of local news- 
papers six months after it first erupted, 
began with the revelation in February 
that Taipei Tenth Credit Cooperative 
chairman Tsai Chen-chou was using the 
bank to illegally fund other affiliated en- 
terprises. The resulting scandal and 
bank runs at Tenth Credit and the 
Cathay Investment and Trust Co., 
another quasi-bank controlled by the Tsai 
family, exposed serious weaknesses in 
the nation's financial system (REVIEW, 
7 Mar. and 11 Apr.) 


W orse for the KMT was that it also 
pointed up gross negligence and 
possible corruption at high levels of the 
government and party. The crisis has led 
so far to the resignations of economic 
minister Hsu Li-teh in March and, most 
recently, finance minister Loh Jen-kong 
in August. Both men are being blamed 
for decisions taken over several years to 


| reject lower-level staff recommenda- 





tions to take management of Tenth 
Credit away from Tsai, who became 
a KMT Legislative Yuan member in 
1983. 

Last year, when illness made it im- 
possible for the popular Sun Yun-hsuan 
to continue as prime minister, Chiang 
shocked local political circles by choos- 
ing long-time financial adviser and then 
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central bank governor Yu Kuo-hwa, 
himself 71, to take over. Yu's cautious 
leadership style and lack of action in the 
face of these scandals have seemed to 
justify the lack of confidence felt by 
many at the time of his selection. He has 


also been. damaged politically by the 


Cathay scandal. Because Yu has long 
been recognised as Taiwan's chief finan- 
cial policymaker, even while at the 
central bank, business and political cir- 
cles believe he was intimately involved 
in. major decisions regarding Tenth 
Credit. 

In the absence of a single individual 
capable of taking Chiang's place, the 
likelihood is that a collective leaderhip 
will take over for a period of time. 
Health permitting, Mah and Yu almost 
certainly will be leading members in 
such a grouping, based not only on their 
positions at the top of the party and gov- 
ernment structure, respectively, but 
also.on their decades-long relationships 
with other leading figures. 

The first among equals in a collegial 
leadership, however, could well be 
Gen. Hau Pei-tsun, chief of staff of the 
armed forces. Close ties between the 
top leadership of the party and the mili- 
tary have traditionally been the final 
guarantor of the KMT's power, a situa- 
tion that remains essentially unaltered 
despite the real importance of elections 
in modern-day Taiwan politics. 

A graduate of the prestigious Wham- 
poa Military Academy, where crucial 
and long-lasting ties among future lead- 
ers were forged decades ago, Hau later 
became the chief of Chiang Kai-shek's 
bodyguards. In the past two years, Hau 
has assumed a high public profile, fre- 
quently accompanying Chiang Ching- 
kuo on inspection tours. Whether mea- 
sured by the number of times he appears 
on the front pages of major newspapers 
here, an important guide to the chang- 
ing fortunes of Taiwan's leaders, or by 
the judgments of well-placed KMT 
sources, Hau's star appears to be on the 
rise. 

The fact that Hau is only 66 years old 
should also mean that he will play a 
leading role for many years to come. In- 
formed speculation in political circles 
here has it that he will be the next de- 
fence minister when the incumbent, 
Soong Chang-chih, steps down. This 
would require Hau to resign his military 
commission, as did Soong (from the 
navy), a move that also might clear his 
way to eventually take a top civilian 
post, such as prime minister. 

Some observers fear that the group 
of aging conservatives in the party and 
the military who surround Chiang may 
not accept the liberalising trends at 
work:in Taiwan society. The country's 
achievements on the economic front — 
for which the party and government de- 
serve a large measure of credit — have 
set off a chain reaction of changes in 
other spheres. People are not only more 
affluent, but better educated as well. 
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World which comes with this 
have grown rapidly. 

Any attempt to turn the clock back 
after Chiang's death would pose a real 
danger of arousing broad public opposi- 
tion. Nonetheless, if the tangwai were to 
launch a movement to push for rapid re- 
laxation of martial law and other mea- 
sures after Chiang's death, conserva- 
tives in the party and military might feel 
sufficiently threatened to launch their 
own crackdown. 


Qi disagree on whether the 
evident political liberalisation of 
the past few years comes more from a 
recognition by the authorities that it 
benefits society, or because the machin- 
ery of control inherited from the past no 
longer does the job. “The KMT would 
like to keep tighter control, but is no 
longer able,” said Chang Chung-tung, 
an Outspoken member of the history de- 
partment at National Taiwan University 
(NTU), himself a KMT member. 
Taiwan's old publications law, for 


i 


those now on the books. This was pre- 
cisely the course chosen in October 
1984, when Taiwan’s top security and 
information officials met to discuss ways 
to tighten up the suppression of what 
they called “cultural pollution” — the 
opposition press. 

The meeting led to a still-continuing 
campaign to coordinate the action of the 
various agencies involved in monitoring 
and confiscating offending publications. 
The meeting itself would have remained 
secret, but a low-level Government In- 
formation Office (GIO) officer turned a 
copy of the minutes over to some op- 
positionists. 

The government's response to the 
release of this embarrassing document 
provided an instructive look at new limi- 
tations on the free hand security agen- 
cies formerly enjoyed in handling dis- 
sent. Months after the document was re- 
leased and subsequently published in 
two opposition magazines, the Garrison 
Command suddenly arrested four peo- 
ple in early July — the first significant, 
politically inspired arrests in more than 





Soong; Hau: speculation. - 


example, permits the authorities to 
freely ban magazines or confiscate is- 
sues, but does not allow pre-publication 
censorship. Thus even many banned 
magazines are distributed illegally by 
determined magazine staffers and news- 
stand owners through  under-the- 
counter sales. The law also permits a 
publisher to keep any number of inac- 
tive, but legally registered, magazine ti- 
tles in reserve — "spare tires," as they 
are called here. 

This loophole in the law permits a 
publisher with adequate political will 
and financial backing, both of which are 
in ample supply these days, to success- 
fully play the mouse to the authorities’ 
cat. 

The government appears to be wary 
of both the domestic and international 
reaction — especially in the US — that 
would likely result from an attempt to 
write new laws. The only viable alterna- 
tive, then, is stricter implementation of 


five vears — for "revealing military sec- 
rets." 

Those detained included Chen Pai- 
ling, the GIO official, plus Chiu Yi-jen, 
a leader of a group of younger, more 
radical opposition activists, Huang 
Tien-fu, a former legislator and 
magazine publisher, and a graduate stu- 
dent. The student was said to have re- 
ceived the document from Chen and 
then passed it on to the others. 


W ithin three days, however, the 
authorities back-tracked complete- 
ly. They released the three op- 
positionists, explaining that the investi- 
gation had shown that, as private citi- 
zens, they were not subject to laws gov- 
erning soldiers or civil servants. Only 
Chen was prosecuted and then convict- 
ed, with a light 10-month jail sentence. 

Well-placed KMT sources said the 
decision to make the arrests had been 
taken by the Garrison Command inde- 
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pendently. They said “the highest au- | 


thority" — usually a euphemism for 
Chiang himself — had been taken aback 
by the sharp reaction to the arrests, not 
from the opposition which was to be ex- 
pected, but from a number of influen- 
tial, more liberal KMT leaders. Accord- 

ing to these sources, Chiang then or- 

dered the oppositionists released out of 
concern that the incident might further 
damage the country's reputation. 

By all indications, Chiang is 
genuinely popular among most people 
in Taiwan, certainly more so than his 
father who was seen as a distant and for- 
bidding figure even by his supporters. 
Chiang, on the other hand, seems to 
genuinely enjoy visiting villagers and 
kissing babies like a Western-style 
populist politician. 

More substantively, he is widely 
identified with the policy aimed at in- 
creasing the numbers of native 
Taiwanese in the party and govern- 
ment. The KMT has long suffered from 
the image and reality of being control- 
led by people who came from mainland 
China, while 85% _ of 
Taiwan's population is 
Taiwanese. 

When Chiang was prepar- 
ing to begin his second, six- 
year term as president last 
year, hé surprised many by 

choosing kee Teng-hui as his 

vice-president. Lee, who is 
62, is a well-respected native 
Taiwanese technocrat who 
had previously been mayor of 
Taipei and governor of 
Taiwan province, both ap- 
pointed positions. 

Although this makes him 
Chiang's legal successor, ac- 
cording to the constitution, 
few analysts expect that Lee 
could actually wield power in 
Taiwan's personality-domi- 
nated political system. He 
probably owed his selection 
to a combination of regional politics 
and the fact that, with no indepencent 
power base of his own in the party, he 
represents no threat to Chiang. 

Despite the different circumstances 
surrounding the political elimination of 
the three previous, potential rivals, the 
common denominator appears to have 
been that each had wide experience and 
connections in the power structure 
which may have threatened Chiang. 

In 1977, Lee Huan, Chiang's old 
comrade from the China Youth Corps 
and generally identified with the KMT's 
liberal wing, was banished to a univer- 
sity post in southern Taiwan after the 
Chungli Incident in that year, in which 
alleged vote-tampering by the au- 
thorities in a race involving a popular 
opposition candidate led to a virtual 
takeover of the town by thousands of 
angry residents. 

Lee was held indirectly responsible 
by powerful conservative party leaders, 
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Tem s legislature, the Legislative Yuan, is surely one of the few la 
making bodies in the world where the majority party directs its most « 
members to keep quiet — preferably to be — seen nor heard, exce ER 
when it comes time to vote. f * 
"n closer inspection the reason becomes clear. The Kuomintan e 
(KMT), which currently controls all but six of 329 seats, does not like to | 
parade the fact that about 250 of its legislators — the survivors of the origina — | 
60 members — have not faced an election since 1948. j 
That was the last time the KMT government had an opportunity to bold an © 3 
election on the mainland. Since Taipei still holds fast to its claim to represent — ^l 
all of China, the authorities are intent on waiting until the mainland is "reco. - | 
vered" before holding another national election. 2 
_ With the average age of the surviving legislators now 79, natural attrition E 
ight have forced the KMT to devise a system for infusing fresh blood into the D 
legislative body even if there had not been growing public predi .E ing d 
in 1972, the government instituted supplementary 
“Taiwan district" representatives. In the last election, held in late c 1983, 7: js 
were elected. ^d A^ 
Spurred by this new generation of legislators, who must face re-election at — 
the end of their three-year terms, the legislature has assumed a far greater im- 5 
portance in the political system. —ð 
It is still a rubber-stamp in the sense that the KMT's overwhelming major- - | 
ity can and does pass any bill the party leadership wishes. What is more, indi- E d 
vidual tors never draft bills, but rather pass — 
on legislation written by the executive | or. 
the party itself. 1 










owever, many individual —— — 3 | 
tangwai — are using the floor legisla 
raise some of their constituents’ concerns. Under 
the prime min system, — officials up 





to th minister can be required to go before - $ 
the | ture, either in ec or in (OA ae 
sion, to answer questions. In most cases, this isthe 
only place where Taiwan’s powerful officialdom 
can be called to ex —— T g 
e legislature's em m grou ? 
the six have used their int | vd 
lation periods to press Prime Minister Yu K E 
and Defence Minister Soong Chang-chih on de: 
vernment's of the October 1984 mur -· 
dee of Chinese-American writer Henry Liu in — 
California, in which there was Taiwanese mulli | 
i service involvement (REVIEW, 22 Nov. '84). . E d 
Legislative Yuan: no election. Both KMT and | tors have vigor-ii3 V 
ously pursued the controv — — 
state-owned Taiwan Power Co. (Taipower) and its nuclear coe d 
gramme. Serious economic and safety issues have begun to be raised it, E. 
and the legislature has become an important forum for airing those con- E 
cerns. | 
The Legislative Yuan was shaken earlier this year by the Cathay scandal, oi 1 
KMT legislator Tsai Chen-chou, the key of his legisla in the affair that rocked Tai- - b A 
wan's financial system, had to be stripped tive immunity before he = E 
could be arrested and tried for passing ud — fraud and forgery. 
In a sense, Tsai's memership had reflected the legislature's growing impor- - | 
tance. A leading member of one of Taiwan's richest and most 
families, he obviously saw membership in the u& ye asa way to further his - di | 


rushed into the party can that), Tsai had been criticised the cam- a 

paign as one of the KMT's “golden oxes" — candidates chosen for finan- 

cial muscle, rather than good qualifications. e 
In the past two months, the legislature's party branch has been val 

internal discussions to revise the interpellation system. Lin Yu-hsiang, a 3 


vear-old le —— and vice-director of the Taipei KMT —— said dei E: 
proposed changes were intended to “increase the efficiency of the interpella- · 
tion system" by shortening the time available to individual members. t 
Another likely effect of the changes, which are —* final, would be to 
—— —* discipline on KMT 1 ators, a few of whom may have be- 


come a ore independent than the —— would like. — Carl Goldstein. j 
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because he had advocated a policy of 
communication and accommodation 
with the rising moderate oppositionists 
who first appeared in force that year. 
One of the conservative party leaders 
involved was Gen. Wang Sheng, chief 
of the military's political warfare divi- 
sion, which places political commissars 
in military units. Although Lee was 
brought back into the cabinet in 1984 as 
education minister, he is not yet consi- 
dered to have regained Chiang's full 
confidence. 

In 1983, Wang himself became the 
next victim. Chiang ordered him re- 
moved from his post, and later that 
year, sent him to Paraguay as ambas- 
sador. He is not known to have returned 
to Taiwan since then. 

Tsiang's dismissal this year so 
shocked political circles in Taipei that, 
initially, some normally well-informed 
sources thought he was being groomed 
for an early promotion to the prime 
minister's post. However, it quickly be- 
came apparent that he was finished poli- 
tically — at least for now. 

































he immediate cause seemed to have 
been his rumoured involvement in 
the Cathay scandal. The dismissal oc- 
curred in early February, just three 
days before the financial crisis at Tenth 
Credit burst upon the scene. As sec- 
— of the party, Tsiang was 
blamed for supporting Tsai's nomina- 
tion to the Legislative Yuan in 1983, 
even at a time when top financial offi- 
cials were aware of serious problems at 
the bank. Unproven allegations that 
Tsiang and other top party officials re- 
ceived bribes from Tsai have received 
wide currency in the opposition press 
and have hurt the party's prestige with 
the public. 
sai has since been convicted of five 

counts of passing bad cheques and re- 
mains on trial for fraud and forgery. 

With other contenders removed 
from the picture, much speculation has 
centred on Chiang's son, Chiang Hsiao- 
wu. The selection of Mah as the new 
party secretary-general was seen by 
some as part of an effort to raise HSiao- 
wu up, as Mah was then also the chair- 
man of the Broadcasting Corp. of 
China, the party's radio station, while 
the younger Chiang is president. 

However, he does not seem to have 
the necessary qualifications for consid- 
eration, either from the standpoint of 
his party and military connections, or 
his image with the public. Also, he is 
half-Russian, which must be counted as 
another strike against him, given the na- 
tional chauvinistic sentiments of many 
Chinese. Chiang met his Russian wife 
during his 12-year stay in the Soviet 
Union, which ended in 1937. È 

Hsiao-wu's already negative public 
image was further damaged by wide- 
spread rumours — never substantiated 
— that he was connected in some way to 
the Liu murder case. oO 









































The outsiders who are the 


opposition ‘non-party party’ 


aiwan’s political climate has seen 

tremendous changes in the past 10 
years. The most obvious has been the 
appearance on the scene of a significant 
and very active opposition group. 
Loosely assembled under the name of 
tangwai, which means "outside the 

arty" — the Kuomintang (KMT) — 

aiwan's oppositionists run candidates 
for office and publish numerous outspo- 
ken political magazines. 

Despite periodic crackdowns by the 
authorities, including occasional ar- 
rests, oe suits and frequent bannings 
and confiscations of magazines, the two 
sides appear to have settled into an ex- 
tended phase of uneasy coexistence. 

The opposition has grown to a point 
where it can generally command 25- 
30% of the vote in local and national 
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Hsu and Chiang; Chang: uneasy coexistence. 


elections. In part they exploit native 
Taiwanese dissatisfaction with KMT 
rule, which is still identified with its 
mainlander leadership. 

At the same time, opposition ac- 
tivists hammer away at a vulnerable 
point for the government: despite more 
than 35 years of peace, the KMT rules 
Taiwan with the help of martial law and 
other emergency legislation. In effect 
since 1949, these measures effectively 
suspend many rights guaranteed by the 
1947 constitution, including freedom of 
speech, press and assembly. 

In addition, there is a long-standing 
ban on the formation of new political 
parties. This explains why the opposi- 
tion itself, and privately even some high 
party officials, call it the “non-party 
party.” 

Not only active members of the op- 
position criticise the government on 
constitutional grounds. In recent years, 
a third force has begun to form, made 
up of liberal KMT members, 


academics, influential Overseas Chi- 
nese, and in one recent incident, 
even retired military men. This group is 
led by a number of prominent university 
professors, mostly KMT members 
themselves, who have begun speaking 
out against the status quo in newspaper 
editorials, public forums, books and 
magazines. They also act as mediators 
at times, trying to keep the lines of com- 
munication open between the KMT and 
the tangwal. 

One sore point is whether martial 
law and the so-called “temporary legis- 
lation" that preceded it by one year 
were introduced legally. The govern- 
ment, naturally, maintains that they 
were. Many disagree. Hu Fu, a profes- 
sor in the politics department at Na- 
tional Taiwan University, points out 


that the constitution required that such 
legislation be ratified by the Legislative 
Yuan, Taiwan's national legislature, 
but that this had never been done. 
The assumption that Taiwan remains 
in a state of war with the communists, 
which is an article of faith for the party 
and government, leads to an ever-widen- 
ing gap between the conceptual worlds 
of the rulers and the ruled, many of 
whom have trouble taking the notion 


seriously. 
(2774 King-yuh, the government's 
chief spokesman, said in an inter- 
view: "We respect the constitution, but 
we cannot have a normal constitutional 
life while only 1% of Chinese territory 
and 2% of our population are free." 
Many people believe the govern- 
ment is clinging to this stance to keep its 
grip on power. Even many who are 
otherwise in full support of the govern- 
ment part company with it here. 
In June, a Kaohsiung newspaper, the 
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Minchung Daily News, reported from 
the US West Coast that a group of dis- 
tinguished retired generals originally 
from the KMT's prestigious Whampoa 
military academy, had publicly called 
for the end of martial law. They said, ac- 
cording to the report, that it unnecessar- 
ily brought international opprobrium 
upon the nation. 

Two days after the report appeared, 
the government hit the newspaper with 
an order to suspend publication for 
seven days, though the stated reason for 
the ban was an adjoining front-page ar- 
ticle reporting a statement by Chinese 
Premier Zhao Ziyang on China’s non- 
aligned foreign policy. However, some 
analysts thought the martial law article 
to be a more sensitive point, while deve- 
lopments in China and the movements 
of its leaders are often covered in 
Taiwan's controlled press, and probably 
not sufficient to provoke the first shut- 
down of a daily newspaper in more than 
25 years. 

e tangwai first appeared as an or- 
ganised force in 1977, in the period lead- 
ing up to the elections late in the year for 
provincial assembly and other local 
posts. Their candidates not only cap- 
tured 25% of the vote, but also estab- 
lished a number of recognised leaders 
with island-wide reputations: Hsu Hsin- 
liang, a former KMT member now in 
exile in the US, was elected Taoyuan 
County magistrate despite an all-out 
KMT effort to defeat him; Huang Hsin- 
chieh, now in prison, and Kang Ning- 
hsiang, who were already members of 
the Legislative Yuan, each gained a 
large popular following by campaigning 
for other opposition candidates. 
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figures in t 
were (and ae mostly Taiwanese pro- 
fessionals, businessmen and intellectu- 
als. With strong financial support from 
an increasingly affluent middle class, 
the tangwai has been able to fund a 
broad range of activities. 

The 1977 election ojus began a 
period of rapidly growing influence for 
the tangwai. For a time the government 
allowed the opposition to move closer 
and closer to its avowed goal of estab- 
lishing a de-facto party organisation. 

This temporary sufferance, which 
some mistook for weakness, came to an 
end with the December 1979 Kaohsiung 
incident, when a human-rights rally in 
the southern industrial city turned vio- 
lent. Whether caused by KMT pro- 
vocateurs — as charged afterward by 
the opposition — or by the demon- 
strators themselves, as the government 
said, the authorities skilfully used the 
public's fear of instability to discredit 
the opposition. 

It also arrested the entire leadership 
of the movement, charging many with 
sedition. After public trials in early 
1980, 48 people received prison terms 
ranging up to life. However, only a few 
still remain in jail now. 


a 





+ 


I: the years since then, a new genera- 
tion of leaders have sprung up. Many 
were the defence lawyers or spouses of 
the Kaohsiung defendants, including 
Hsu Jung-shu, the wife of Chang Chun- 
hung and now a legislator; Chou Ching- 
yu, the wife of the lawyer Yao Chia- 
wen, and now a magazine publisher and 
national assembly member; defence 
lawyer Chiang Peng-chien, now a legis- 


KMT: a government 
within a government 





Ds» the gradual rise to influence 
of younger party members and 
large numbers of new native Taiwanese 
members, the ruling Kuomintang 
(KMT) remains a deeply conservative 
organisation. Ironically, it is similar in 
many ways to the Chinese Communist 
Party, its bitter enemy for most of the 
past 60 years. 

One point of similarity is the KMT's 
very structure. It was designed by Soviet 
Comintern agents in the mid-1920s 
when Sun Yat-sen, father of the 1911 
revolution which ousted China's Qing 
dynasty, enlisted the help of the Soviet 

nion in his struggle to unify a China di- 
vided into regions controlled by innu- 
merable warlords. Thus, the party is gov- 
erned by a central standing committee, 
chaired by President Chiang Ching-kuo 
since the post was vacated in 1975 with 
the death of his father, Chiang Kai- 
shek. 


The party functions as a government, 


within a government, like the Chinese 
and Soviet communist parties. The 
KMT's influence reaches into almost 
every corner of Taiwan society through 
a network of formal and informal party 
branches in government departments, 
the legislature, the military, universities 
and private organisations. With most 
government officials belonging to the 
party, the line between party and gov- 
ernment is a thin one. 

Another important point of similar- 
ity can be seen in the nature of power. 
What matters is not the office held, but 
rather the associations and connections 
built up over decades of struggle against 
party rivals, the communists and the Ja- 
panese during World War II. 

The KMT has four widely recog- 
nised, distinct power systems: the party 
organisation itself, the military, the 
security agencies and the government, 
or the executive branch. Most of 
Taiwan's leaders are clearly identified 





e opposition | " 





173. 


Kang: popular following. - 


lator, and another defence lawyer Hsieh 
Chang-ting, now Taipei city council- 
man. 

Despite the proliferation of opposi- 
tion magazines in the past three vears, 
most observers agree that there has 
been a significant loss of momentum 
and public support for the movement. 
The reason is clear: the tangwai as a 
whole is united by little more than its 
opposition to the KMT's grip on power. 

Personal, generational and ideolog- 
ical divisions prevent the opposition 
from achieving a greater impact on so- 
ciety. Lumped under the same banner 
can be found advocates of Taiwan inde- 
pendence, of varying ideological hues; 
moderates of both Taiwanese and mains 
land origin who simply hope to force 
democratic reforms upon the KMT, and 
even a few leftists who advocate union 
with China under the communists. 

Then there are the younger activists, 
mostly writers and editors in a number 


with one, or sometimes two, of these. 

In the military are Gen. Hau Pei- 
tsun, the chief of the general staff, and 
Soong Chang-chih, the defence minis- 
ter. When it comes to determining 
power alignments after the death of 
Chiang Ching-kuo, Hau, who is a rela- 
tively young 66, may well be the single 
most influential voice. Hau was a 
graduate of the prestigious Whampoa 
Military Academy and later became 
chief of Chiang Kai-shek's body guard. 

Within the party structure, the old 
men predominate. Two who stand out 
are Shen Chang-huan, 72, secretary- 
general of the presidential palace, and 
Huang Shao-ku, a senior member of the 
central standing committee and presi- 
dent of the Judicial Yuan, still active at 
the age of 85. 


I? the security system, the situation 
is complicated by the multiplicity of 
agencies, including the umbrella Na- 
tional Security Council (NSC), the Na- 
tional Security Bureau, the Garrison 
Command, the Military Intelligence 
Bureau and the civilian Investigation 
Bureau. Chief figures include Wang 
Ching-hsi, chief of the NSC, and the 
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of publications, who enthusiastically at- 
tack older opposition politicians as too 
prone to compromise with the KMT. 
Such pressure resulted in the 1983 elec- 
ton defeat of former legislator Kang 
who became the object of a “criticise 
Kang" campaign in rivalling opposition 
magazines. 

Many /angwai politicians and ac- 
tivists recognise that the movement 
lacks an organisational and ideological 
focus. There is much talk of the need to 
develop a positive programme. Most 
appear unable, however, to actually vis- 

ualise a time when the KMT would not 
be firmly in control. As a result, practi- 
cal plans of action must be aimed at 
chipping away at the KMT, rather than 
starting construction of an alternative 
edifice. 

The divided state of the tangwai is 
clearly a matter of some comfort to the 
government. In fact, the ban on forming 
new political parties has the effect, whe- 
ther intentional or not, of preventing 
the separate ideological currents within 
the opposition grouping from breaking 
off in formal political parties that could 
then openly compete for supporters. 

With preparations already under 
way for local elections to be held in 
November, the opposition's lack of 
unity is preventing them from capitalis- 
ing on the KMT's difficulties in the past 
year. Although many oppositionists 
have discussed establishing a unified 
election campaign organisation, as has 
been done in past years, early indica- 
tions are that even this may be difficult 
to accomplish this time. As a result, 
many analysts are predicting further de- 
clines in voter support. — Carl Goldstein 
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Garrison Command's Gen. Chen Shou- | 
shan. 

In the executive branch, Prime 
Minister Yu | Kuo-hwa holds the 
strongest position, not so much because 
he is its titular head, but because he has 
been a close associate and financial ad- 
viser to the Chiang family for vears. 

With the older generation of leaders 
nearing the end of their lives, it has be- 
come an increasingly critical issue to 
bring up a new generation. To some ex- 
tent this is already happening. A group 
of men in their 40s and 50s, and even | 
vounger in a few cases, are holding in- | 
creasingly important positions, espe- 
cially in the government's bureaucracy. 
Most of them have excellent educa- 
tional and professional credentials 
important for the party's image — often 
earned at US universities. Thus they can 
satisfy demands from a better-edu- 
cated, more sophisticated public for 
well-qualified leaders. 

It also does not hurt to have the 
"right" family background. Robert 
Chien, 57, just appointed finance minis- 
ter to replace Loh Jen-kong, who had to 
resign because of his role in the Cathay 
financial scandal, is the son of a former 
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head of the Academia Sinica. Robert's 
younger brother, Frederick, is currently 
Taiwan's unofficial representative. to 
the US and is regarded as a possible 
foreign minister. 

Another who appears bound for 
high position is James Soong, 43, 
who is American-educated. Soong was 
Chiang's English-langugage secretary, 
then he became director-general of the 
Government Information Office. He is 
now chief of the party's cultural affairs 
section. 

One of Chiang's achievements has 
been to increase the number of native 
Taiwanese in the KMT, who now make 
up 64% of the total 2.2 million-strong 
membership — compared with 85% of 
19 million in the general population. A 
substantial number of Taiwanese have 
moved into important positions in the 
party and government. Twelve out of 31 
central standing committee members 
are Taiwanese. 

In the executive branch, the minis- 
ters of communications and the interior 
and the head of the Board of Foreign 
Trade, all men in their 40s, are 
Taiwanese. Within the party, the new 
breed is exemplified by Lin Yu-hsiang, 
37, a legislator who was recently named 
vice-director of the Taipei City party 
branch. He has earned a reputation in 
the legislature as one of the new, full- 
time law-makers who make an effort to 
represent their constituents' interests. 
He has been an outspoken critic of the 
state-owned Taiwan Power Co.'s con- 
troversial nuclear energy programme, à 
subject that until recently was off-limits 
to party representatives. The most im- 
portant ministries, however, so far have 
remained the preserve of mainlanders: 
defence, foreign affairs, economics and 
finance. 

It is easy to overestimate the near- 
term impact of the rise of younger — 
and increased numbers of Taiwanese — 
leaders. Actual power remains concen- 
trated in a few, mostly much older 
hands. 


iven the conservative nature of the 

KMT, the system tends to promote 
those who accept the status quo. This 
alone would seem to rule out, at least 
for the next few years, major changes in 
the party's chief instruments of power, 
including martial law and the ban on po- 
litical parties other than the ruling 
KMT. 

Another major focus of attention is 
how the younger generation will regard 
the question of reunification of Taiwan 
with the mainland. Some have specu- 
lated that younger men, freed of the bit- 
ter, personal rivalry with the communist 
leadership which Chiang and his gener- 
ation have known, will be more open to 
Peking's peace overtures. 

This ignores the deep distrust of the 
Chinese communists’ motives which in- 
fects the thinking of Taiwan's govern- 
ment officials, academics and op- 
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sitionists alike. On this subject there 
is little difference between most main- 
landers and native Taiwanese. 

However, there is the fear among 
some native Taiwanese who also dislike 
the KMT that the party might some day 
negotiate with the communists, over the 
heads of Taiwan's people, to protect 
their own position against a rising tide of 
“Taiwan for the Taiwanese” sentiment. 
Yet there does not seem to be much 
chance of this happening. 

Despite the existence of a small but 
robust Taiwan independence move- 
ment among Chinese immigrants or 
exiles in the US and Japan, most 
Taiwanese in Taiwan do not seem to re- 
gard independence as a realistic option, 
And it is difficult to imagine any of 
Taiwan's current leaders, young or old, 
who would imagine they might have a 
significant role to play in a communist- 
dominated union. 

Yet there is one way in which the 
younger generation’s viewpoint may 
lead to more relaxed relations with Pe- 
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KMT headquarters: old retain 
king — a possible softening of Taipei's 
long-standing rejection of Peking's 
offer to establish direct trade, com- 
munications and travel links before tak- 
ing on the more difficult question of po- 
litical ties. Many among the younger 
breed of KMT leaders believe Taiwan 
has nothing to fear by allowing its peo- 
ple a more direct look at conditions on 
the mainland. 

It is entirely possible that such a 
development could take place within 10 
years. However, the course of change in 
China is likely to be a more crucial de- 
termining factor than what happens in 
Taiwan. If China maintains a stable 
course of continuing economic develop- 
ment and political liberalisation and if 
Hongkong is returned smoothly to Chi- 
nese sovereignty in 1997, then percep- 
tions in Taiwan may begin to change. 

Chiang's political career could be 
viewed as a textbook case of how to 
build a power base. His current unas- 
sailable position comes not only from 
inheriting the mantle of authority from 


wort 


his father, but also because he com- 
mands strong support from each major 
power system. 


B: inning in the early 1950s, soon 
after the KMT government moved 
to Taiwan, the younger Chiang began a 
long apprenticeship to power which 
gave him experience and allies through- 
out the power structure. His first major 
assignment was to reorganise the intelli- 
gence apparatus. Revamping the sys- 
tem under a newly established National 
Security Bureau, operated from the 
presidential palace, he brought order 
and relative efficiency to the sprawling 
security network. 

He also earned a reputation for 
ruthlessness — and the respect of his 
party elders by mopping up 
Taiwanese opposition still smouldering 
since the February 1947 uprising against 
the KMT. During the same period, he 
took charge of the Defence Ministry's 
political warfare section. 

The younger Chiang also established 





the China Youth Corps, an organisation 
of anti-communist youth which was 
criticised by some party leaders early on 
as an imitation Communist Youth 
League. At this time he still had not en- 
tirely overcome lingering distrust 
among some in the party over his politi- 
cal origins, an allusion to his 12-year 
stay in the Soviet Union. But eventually 
the organisation was recognised as a 
useful tool for controlling potentially 
dangerous student opposition. 

In 1958 he became a minister without 
portfolio in the Executive Yuan, or 
cabinet, and in 1963, vice-minister of 
defence. Two years later he moved up 
into the minister's seat at defence. He 
became vice-premier in 1969 and pre- 
mier in 1972. 

When his father died, Chiang was 
named chairman of the KMT, thus 
holding the top positions in both the 
government and the party. His ascen- 
sion to the presidency in 1978 was 
merely a formal recognition of his 
supremacy. — Carl Goldstein 
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Oe every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWE's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 
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® RECENTLY I wondered why the Ja- 
panese were not more eloquent in de- 
fending their trade policies and at- 
tacking protectionism, adding that Ko- 
reans were often more articulate. But 
David O'Rear sends me an editorial 
from the April issue of the Korean Busi- 
ness Review which argues in both tor- 
tured and tortuous prose that, while 
protectionism elsewhere is bad, South 
Korea should give priority to "Reining in 
the Runaway Influx of Foreign Goods.” 

It begins: “Business activities in 
Korea have been more or less encum- 
bered of late," goes on to claim that “the 
lackluster export is exemplificative [sic] 
of worsening economic climate in and 
out of Korea," and argues enigmati- 
cally: *No longer staying nonchalant or 
dispondent over the Stern realilies [sic] 
of today, Korea has to make drastic but 
prudent all-out efforts on its own to take 
the most workable measures. The uni- 
que way that would staunch the formid- 
able deluge of foreign goods after im- 
port liberalization might possibly be ex- 
plored through the spiritual reform of the 
Korean people on an individual base." 

| suppose that must mean that the 
writer wants to purify the Korean peo- 
ple, who have been continually purged 
and purified by successive dynasties and 
regimes, so that they buy Korean goods, 
not foreign ones. 
€ IN Moscow the Soviet party news- 
paper Pravda published an article criticis- 
ing films concerned with the individual, 
in particular the first film of the poet 
Yevgeni Yevtushenko, Kindergarten, 
based on his childhood memories of 
World War II. According to a report in 
the Manila Evening Post, Pravda ob- 
jected to the film's breaking “two tradi- 
tional taboos of the Soviet cinema, 
showing nude scenes and presenting a 
rabbit in a positive light.” Presumably 
the rabbit was kosher. 

e THE REVIEW receives regular kindly 
invitations to attend discussion meet- 
ings held by Britain's Overseas Deve- 
lopment Institute in London, but unfor- 
tunately is never able to accept. One, 
earlier this year, was to a lecture on 
India's economic»prospects to be held 
on 28 March. Unfortemately, like all the 
previous invitations; dt was posted sea- 
mail and arrived on 23 April. Still, it was 
a nice thought. ^ 

è FROM Singapore, Stig Falster sends 
two photographs, one of the rear of a 
lorry with a firm's name which should, I 
believe, read “Sin Min" 


— or “new peo- 








ple" — but which instead looks as if it is à 
driving school which puts its pupils in 
the penalty box. 

The other is of a notice in the parking 
area of the Central. Provident Fund 
Building. which sounds like a warning 
against Lech Walesa (or the Pope, come 
to that): 


— — — — TTE DNE 
t 


CAUTION! 


LOOK QUT. FOR 
WHILE REVERSING 


CPF B4. 










e ASadevout agnostic, | often become 
irritated by Catholic luminaries such as 
the Pope and Mother Teresa who la- 
ment the state of world poverty while 
forbidding their followers to take the 
most obvious steps to limit population 
growth. The irony was beautifully sum- 
med up in the Bangkok Post in May, 
reporting the Pope's visit to Luxem- 
bourg after his stormy trip to Holland. 
In his speech he asked, “Who does not 
know the horrifying pictures of hunger 
which come daily before our eyes from 
many regions of the world?” The item 
reporting these original words of wis- 
dom was headlined, “Pope Talks of the 
Horrors of Hunger,” and was illustrated 
by a photograph of the Pontiff shaking 
hands with a long row of tall-hatted 
chefs who had prepared his meal on 
board the special train on which he had 
toured Holland. 

Sometimes, after reading that the 
Pope has courageously come out in favour 
of peace, love and brotherhood while 
roundly denouncing war, poverty and 
contraception, I feel like following the 
emergency instructions posted inside 
the planes of Hang Khon Viet Nam, 
more usually known as Air Vietnam. 
Jerome Sauvage-Mar photographed the 
sign on a flight to Hanoi, noting that 
"Escape Pope" information is avail- 
able: 


TO ESCAPE THROUGH EMERGENCY HATCH 
YOU SMOULO DO THE FOLLOWING 

PULL MANOLE L4 

OPEN MATCH COVER BY PULLING IT BACKWARD 
REMOVE COVER WITH 

“ESCAPE POPE” INFORMATION 

THROW OUT ROPE FREE END INTO MATCH 











€ MUCH of Irish humour stems from 
contrasts. Simon Martin photographed 
a most forbidding-looking building in 
Killorglin, County Kerry, complete with 





FAR EASTERN ECONOMIC REVIEW e 5 SEPTEMBER 1885 





Dereh Davies 


dungeon-like gate and barred and shut- 
tered windows. 





The notice above the gateway does 
not read “Abandon Hope” but 
"Amusement Centre, Games for All 
Ages, which gave rise to endless specu- 
lation. 
€ AN Irish slip-up was spotted in the 
classified ads of the Toronto Globe and 
Mail earlier this year by Mrs Barry Mor- 
gan: 


IRISH girl, country bockground, 
seeks au-pere position with family 
in rurul oreo. Previous experi- 
ence. Apply Delores O'Connor, 
Bollymore, Gooldscross Co., 
Tipperary, Ireland. 








Nice work for the pater familias. 
And, from The Irish Times of 22 June, 
Seamus Grant sends news of a magnifi- 
cent error in the printed responses at a 
recent wedding mass at which most of 
the congregation, including the bride 
and groom, managed to keep straight 
faces: 


P. May Jesus Christ, the Son of God. in his mercy 
help you in good times and in bed. 








e WHICH reminded me of aSimgapore 
sign, photographed on Buki 'Pimah 
Road by both Marguerita Ghoy and 
John Curran: 
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. By Emily Lau in Hongkong 
3 ? 'he first ever electionsto Hongkong's 
— M Legislative Council (Legco), have 
got off to an inauspicious start. When 
nominations closed for the 24 seats up 
- for election on 26 September, candi- 
dates for six of the constituencies were 
returned unopposed. Thus many among 
the tiny fraction of the population enti- 
- tled to vote through a system of func- 
— tional constituencies were found to be 
- uninterested in the privilege, or their or- 
— ganisations were so structured as to pre- 
— vent effective choice of candidates. The 
= government had to warn that con- 
— Stituencies not showing an active in- 
" oram might be scrapped in future elec- 
tions. The 63 nominations also assured 
that the same groups of rich business 
and middle-class professional people 
— who currently dominate the unofficial 
(non-civil servant) members of Legco 
. would continue to do so under the new 
. partially elected system of representa- 
— tion. The 24 indirectly elected members 
will remain a minority in the new-look 
— Legco to which Governor Sir Edward 
= Youde will appoint 10 official and 22 un- 
official members. 
The introduction of indirect elec- 
I. tions to Legco after almost 150 years of 
| British colonial rule is a response to the 
Eo British joint declaration which 
stipulates the colony will revert to 
_ Chinese sovereignty in 1997, becoming 
n — administrative region (SAR) 
^ of hina with an elected legislature. 
| | In the upcoming elections a handful 
_of traditionally privileged sectors of the 
— comfiütity will be allowed to elect their 
- represéniatives to  Legco. Labour 
— groups Will have only two seats, easily 
— outweighed by the preponderance of 
— commercial, industrial, financial and 
professional interests. 
— In a population of 5.5 million, less 
E 70,000 people are eligible voters. 
— This includes 434 people in 19 district 
_ boards, the Urban Council (Urbco) and 
| the provisional Regional Council 
| (Regco) which form the electoral col- 
lege. Of these, all but one register- 
ed. The rest cóme from nine func- 
. tional constituencies: commerce, indus- 
try, banking, labour, social services, 
. doctors, lawyers, teachers and en- 
| agra ea lanners. 
In these groups. only 68% have 
| bothered to register. Some businessmen 
| have adamantly refused to take part in 
| what they perceive as a charade, since 
: they are convinced that Peking will take 
| over the administration after 1997. 
| When nominations closed on 20 Au- 
ust, 63 candidates had come forward. 
| Six were returned uncontested. All but 
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one were from the functional con- 
stituencies of banking, commerce, in- 
dustry and labour. The two labour seats 
went to a pro-communist and a pro- 
Kuomintang trade unionist, Lau Wong- 
fat, the chairman of the New Territories 
group of rural leaders, was also re- 
turned unopposed in the Regco consti- 
tuency. These uncontested elections re- 
sult from intensive behind-the-scene 
bargaining and concessions over future 
political benefits. 

Regardless of the election results, 
the conservative middle-class interests 
will still be in full control. Of the 63 can- 
didates, 21 are from business, com- 
merce, industry and the banking sec- 
tors. The rest are also from solidly mid- 


dle to upper-middle-class backgrounds, 
There are eight lawyers, nine teachers, 
five doctors and seven social workers. 

The average age of the candidates is 
in the 40s. Only seven are 60 and above. 
The oldest is 72-year-old Urbco candi- 
date Elsie Elliott Tu, long-time cam- 
paigner against the government on so- 
cial issues. The youngest is a 25-year-old 
teacher. Besides Elliott Tu, there are 
three other non-Chinese candidates. 
Accountant Tom Clydesdale and ex- 
porter Bill Blaauw are running against 
each other in the General Chamber of 
Commerce constituency. The other 
non-Chinese is Queen’s Counsel Henry 
Litton — a Eurasian — in the legal con- 
stituency. 


he indirect elections not only disen- 
franchise almost 99% of the popula- 
tion, it is also highly questionable whe- 
ther they will produce the best-qualified 
Legco representatives. Because of the 
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table horse trading, such as offering 
sub-committee chairmanships in ex- 
change for support. This is especially 
prevalent in the electoral college, where 
there are about 30 people in one consti- 
tuency. In order to win the support of 
their peers, some functional candidates 
have promised to put the interest of 
their profession before anything else. 
Dr Chiu Hin-kwong was roundly 
applauded when he said as much to a 
gathering of doctors. 

Another disturbing action was the 
decision by the Chinese Manufacturers 
Association (CMA ) to ban its paid staff 
from taking part in the election as candi- 
dates. The government said such an act 
might be in breach of election laws and 
has asked the CMA to consult its law- 
yers. CMA is biding its time and does 
not intend to lift the ban. This may set a 
precedent for other employers to bar 
their staff from standing in elections. 

The inadequacies of indirect elec- 
tions revealed so far have given weight 





to the argument for direct elections. In 
1987 there will be a major political 
review and a decision on direct elections 
will be taken. Even some members of 
the Executive Council (Exco), the terri- 
tory's highest policymaking body, are 
convinced direct elections are inevitable 
if Hongkong is to have a truly represen- 
tative government. This would entail 
the formation of political parties, since 
few individuals can hope to successfully 
contest territory-wide elections. The 
aim of any political party would be to se- 
cure a majority in Legco. "Any group 
which can command a majority in Legco 
can tell the government what to do," 
said a senior retired civil servant. 

Exco and Legco unofficial Allen Lee 
has been working steadily towards this 
end. In the past few months, Lee has 
been working with six Legco colleagues 
and two barristers finalising their party 
manifesto. Of the six, Legco unofficial 
Stephen Cheong is a close confidant 
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in the Federation of Hongkong Indus- 
tries constituency. Another close ally, 
Selina Chow, has been reappointed. do 
have Rita Fan and Chan Ying-lun. Carl 
Tong, another member of the group, 
has not been reappointed and Hu Fa- 
kuang's appointment is still in abeyance. 
Lee's two legal confidants are Martin 
Lee QC and Andrew Li. The former is a 
candidate in the legal constituency. 

In addition, Allen Lee is supporting 
at least seven other candidates. Some of 
them hardly know him. "There are no 
strings attached to my support for them. 
If half of them win, I will be very 
pleased," said Lee. It is doubtful Lee's 
group will be able to secure a majority in 
the new Legeo, but given his influence 
and obvious ambition, some candidates 
have opted to side with him. 
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|? order to make his political party ac- 
ceptable to China, Lee has extended 


invitations to pro-Peking people. One 


of them is a prominent public figure, Ho 
of the 


Sai-chu. who is a member 





Youde: 32 to be appointed. 
Chinese People's Political Consultative 
Conference." Ho, who has been re- 
turned unopposed in the pro-Peking 
Chinese General. Chamber of Com- 
merce constituency, said he has not 
made up his mind about joining Lee. 
After finalising! his manifesto, Lee 
said he would show it to the different 
groups and invite them to join, If the re- 
sponse is^ good, the party will be 
launched. If nobody is interested, he 
will not proceed any further. +f- the 
roup decides to go ahead, they will 
ave an initial budget of HK$6 million 
(US$769,230) and hope to recruit 
20,000 people in 18 months, said Lee, 
who will.lead the party for the first year. 
The group supports free trade, a low 
tax base and minimum government in- 
terference in economic activities. They 
are against financial subsidy to indus- 
tries, wage control, strikes and un- 
employment benefits. Labour benefits 
must be based on gross domestic pro- 
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should only be available to those leas 
able to help themselves, such as the 
handicapped. - i: 

On political reforms, Lee said au- 
tonomy for the future government 
could only be guaranteed by a truly rep- 
resentative government directly elected 
by the people. The manifesto recom- 
mendis that a quarter of Legco should be 
directly elected in 1988. However 
Cheong is not convinced. He is worried 
that democracy is not the most efficient 
form of government. “Economically 
Hongkong cannot afford to lose the 
competitive edge. Direct elections will 
create more furore and may affect sta- 
bility. Now is not the time to arbitrarily 
pick a figure for the number of directly 
elected seats in Legco in 1988. We must 
wait and see," Cheong warned. Despite 
certain internal contradictions, Lee's 

roup appears to be the most organised 

force within Legco. 

Another political group in Legco is 
headed by Exco and Legco unofficial 
Maria Tam, who also sits on Urbco and 
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_a district board. In May, Tam was ap- 


ointed by Peking to the Basic Law 
Drafting Committee, further increasing 
her political clout, The basic law will be 
the mini-constitution for the future 
SAR. Earlier this year, Tam formed the 
Progressive Hongkong Society (PHS) 
with two fellow Urbco members. She 
has repeatedly denied that PHS is a poli- 
tical party but hopes it will mature into 
one by 1988. 

Only a handful of PHS members are 
standing for election, and two are run- 
ning against each other in the East Is- 
land constituency. Tam said this appa- 
rent confusion does not matter. Since 
PHS is not a political party, it cannot as- 
sign candidates to a particular consti- 
tuency. Unlike Allen Lee, Tam does 
not appear to have much following 
within Legco. Only one member of the 
council, Cheung Yan-lung, has joined 
PHS. Another PHS member, surveyor 
Kan Fook-yee, is rumoured to have 
been appointed to Legco. On the new 
political alignment within Legco, Tam 
said she is in favour of a coalition of dif- 
ferent groups since they are all working 
towards similar objectives. 

This view is shared by the Chief Sec- 
retary Sir David Akers-Jones, who does 
not see the rise of political parties in the 
near future, but expects unofficials to 
form alliances on an issue basis. “No- 
body has come forward with a formal set 
of organisation, beliefsand doctrine. To 
use the word party may be stretching 
things too far," Akers-Jones said. In fu- 
ture he would like to see different 
groups within Legco merge to form one 

arty. "There will always be conflicting 
ideas but not conflicting ideology. What 
works well in Western Europe may not 
work well in East Asia. If all political 
groups pursue the same objectives, why 
can't they merge to form one party?" he 
asked. o 
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The important law member of | 
Legco draws three candidates | 


ne of the keenest contests in the 26 — 
September Legislative Council - 
(Le sO) elections will be the fight for | 
the legal constituency. The legal repre- | 
sentative in Legco is sure to play a key - 
role in constitutional reforms and in [| 
guiding Legco debate on the Basic Law. | 
— being drawn up as a constitution for | 
China's future special administrative re- | 
gion (SAR) of Hongkong. Two conten- | 
ders for the important Legco seat, | 
Henry Litton and Martin Lee, both | 
OCs, are leading figures in their profes- | 
sion and widely respected in the terri- — 
tory. The third contender, solicitor Ed- | 
mund Chow, is considered the dark- | 
horse candidate. | 
Oxford-educated Litton, 51, has an | 
impressive record of legal and public - 
service. He served seven times as chair- — 
man of the Hongkong Bar Association - 
and three times as chairman of the | 
Hongkong Branch of Justice. Lee, 47, a | 
Hongkong University graduate, has |. 
served three times as Bar Association - 
chairman and was recently appointed by. 
Peking to the Basic Law Drafting Com- | 
mittee (BLDC). He is also a close ally of | 
Executive and Legislative councillor | 
Allen Lee, who is forming a political | 
party. | 
In a political manifesto, Litton said | 
the general public will look to the "law | 
member" of Legco for leadership in the 
process of constitutional change be- | 
cause he will be expected to represent 
the collective wisdom of the legal pro- — 
fession. “The law member will be the — 
magnet for liberal sentiments and the | 
little guy jamming his nose against the | 
window on the outside [of Legco] still | 
mouthing the same liberal sentiments is - 
going to look faintly ridiculous," Litton — 
Salad. s eli : | 
Despite his emphasis on liberal con- — 
stitutional reforms, Litton did not see fit _ 
to spell out such views in his manifesto, | 
though he claimed to be one of the few — 
people in Hongkong who apply their — 
minds to it. He told the REVIEW that if — 
further steps towards the development - 
of representative government here fol- — 
low the present course of indirect elec- - 
tions, Hongkong may not end up with à 
Westminster-style government. In- | 
stead, the executive branch will be con- | 
trolled by civil servants and there will be 
no ministerial system and no need for ~ 
political parties. | 
Litton said it is arguable to say the 
Sino-British joint declaration on Hong- 
kong's future does not envisage à 
ministerial form of government for the 
SAR. He refused to commit himself to 
specific political reforms, but appears to 
have reservations about direct elec- 
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tions, political parties and a ministerial 
system. 

In sharp contrast, Lee has devoted a 
whole section of his manifesto to con- 
stitutional development. He is in favour 
of a ministerial system, where "the 
policymaking powers should be gradu- 
ally transferred from civil servants to an 
executive body — with a definite term 
of office — which should be held ac- 
countable to the legislature." He is also 
in favour of direct elections for about 
25% of Legco in 1988. Both Lee and 
Litton said the SAR chief executive 
should be elected, not chosen through 
"consultation," as vaguely stated in the 
joint declaration. 


O: the question of “a high degree of 
autonomy" for the SAR, as stipu- 
lated in the joint declaration, Litton 
said it should be stated very clearly in 
the Basic Law that this means the clear 
delineation of Hongkong’s borders, of 
immigration control, of a separate eco- 
nomic system and a clear definition of 
what powers over foreign affairs and de- 
fence are to be reserved for Peking and 
which will rest with the SAR administra- 
tion. Lee also said the joint-declaration 
phrase concerning autonomy should be 
clearly defined and should not be left to 
the interpretation of SAR officials. He 
said the autonomy issue would be the 
most difficult question facing the 
BLDC. 

Lee said that during the first BLDC 
meeting in Peking two Hongkong mem- 
bers said direct elections should be 
ruled out in the Basic Law. Lee is op- 
posed to this and he said the subject 
should be left vague in the Basic Law so 
that it would not pre-empt the result of 
political reforms in Hongkong. 

Litton said Lee should not be the 
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Legco law member because, as a BLDC 
member; he would have to make “side- 
ways glances" to the wishes of Peking 
officials and would also be influenced by 
Peking's method of democratic consul- 
tation in a very amorphous way, which 
would bring into question his indepen- 
dence. However, Lee does not see any 
conflict of interest: “I am not pro-Bri- 
tish, not pro-Chinese. I just do my best 
for the people of Hongkong." 

Litton, a member of the Progressive 
Hongkong Society, a quasi-political 
party headed by Executive and Legisla- 
tive councillor Maria Tam, nevertheless 
believes the law member should not be- 
long to any political party. “He should 
be independent and be seen to be inde- 
pendent, with no political alliance of 
any kind so that his independence 
would not be compromised," said Lit- 
ton. 

Lee admits to be à very close ally of 
Allen Lee and has advised him on the 
drafting of his party manifesto. He said 
if Hongkong were to develop along 
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Two feet in the door 


Two pté-Peking nominees become Legco members 


or the first time in Hongkong's 

history, pro-Peking candidates have 
become members of the territory's 
Legislative Council (Legco). When 
nominations for Legco's September 
elections closed on 20 August, two 
prominent pro-Peking candidates stood 
unopposed — automatically winning 
Legco seats. 

One is local building contractor Ho 
Sai-chu, a member of the Chinese Peo- 
ple's Political Consultative Conference 
(CPPCC). He will be representing the 
powerful leftwing Chinese General 
Chamber of Commerce. Ho recently 
bought a majority interest in the pro-Pe- 
king Chinese-language 7in Tin Daily 
News, which is among the top five 
largest-circulation Chinese newspapers 
here. Tin Tin was formerly owned 
by Hongkong businessman and 
Guangdong provincial CPPCC mem- 


ber Alan Lau, who went bankrupt last 
year. 

The  other- pro-Peking Legco 
member is Tam Yiu-chung, vice-chair- 
man of Hongkong's 170,000-strong 
leftwing Federation of Trade Unions 
(FTU). Tam was recently appointed by 
Peking to the Basic Law Drafting Com- 
mittee (BLDC), a body responsible for 
writing a constitution for Hongkong 
which is to comé*into effect in 1997 
when the territory becomes a special ad- 
ministrative region of China. 

Tam, 36, is among a growing number 
of young Hongkong residents Peking is 
promoting to prepare the territory for 
self-rule in 1997. In order to familiarise 
himself with the workings of govern- 
ment, Tam also serves on the Productiv- 
ity Council and" kabour Advisory 
Board. 

Tam said his Legco membership 


. democratic lines, it must have political 


didus and it would be necessary for 
im to join one. He said he has been in- 
vited by different political groups to join 
and is keeping an open mind. 

Litton's long record of service in the 
Bar Association has won him many ad- 
mirers as well as critics, who accuse him 
of being arrogant, ruthless and some- 
times misreading the mood of the bar 
community. Two controversies related 
to the Sino-British negotiations. In May 
1984, some members of the Executive 
and Legislative councils went to Lon- 
don to lobby MPs and got a hostile re- 
ception. They called on the Hongkong 
people to support them. Litton, then 
Bar Association chairman, sent them a 
supportive telegram. Although the 
cable was approved by the Bar Commit- 
tec, the association's governing body, 
some barristers were unhappy with the 
decision and said the committee had 
failed to interpret the mood of the bar 
correctly. 

Shortly after the initialling of the 
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does not mean China has accepted the 
Hongkong Government's political re- 
forms, but he said it was time labour 
groups were represented in the prae 
ment. So far Peking has adopted a wait- 
and-see approach with regard to Hong- 
kong's reforms, which include broaden- 
ing representation on Legco and elect- 
ing some members rather than just ap- 
pointing them. Peking has refused to ac- 
cept responsibility for the British initia- 
tive. * 

Besides fielding Tam, the FTU is 
also active in other constituencies. It has 
another candidate, Ip Kwok-chung, 
who is running against three others in 
the South Kowloon constituency. In the 
Kowloon City constituency, senior FTU 
officials are lobbying privately for their 
legal adviser, Peter Chan. | 

So far there are already three BLDC 
members in Legco. They are Executive 
Council (Exco) and Legco member 
Maria Tam, retiring Legco ‘member 
Wong Po-yan and newly elected Tam 
Yiu-chung. Three other BLDC mem- 
bers are standing for election: Trade 
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joint declaration, Litton convened an 
extraordinary general meeting of the 
bar, and a motion calling on the British 
Parliament to ratify the joint declara- 
tion was tabled. It was roundly de- 
feated. Some barristers have said since 
they were not consulted on the negotia- 
tions why should they ask parliament to 
do something that was inevitable any- 
way. Litton denied that he had tried to 
push the motion through, but some bar- 
risters insisted he was one of the mo- 
tion's prime movers. 

Lee was recently embroiled in sev- 
eral controversies of his own — regard- 
ing the BLDC. He was one of six ap- 
pointed within the BLDC to prepare a 
draft constitution for the Basic Law 
Consultative Committee (BLCC), 
which is charged with collecting and col- 
lating public opinion on the Basic Law. 
When the draft was published, it was 
heavily criticised by some lawyers for 
not being up to professional standards 
because the methods for selecting the 
BLCC were too vague. Even Lee him- 
self criticised a clause as “equivocal” 
and open to different interpretations. 

Lee was also criticised for failing to 
speak out on the heavily amended 
Legco Powers and Privileges Bill in 
which the government sought to in- 
crease the powers of Legco at the ex- 
pense of the rights of the public. Lee 
said he did not say anything publicly be- 
cause he had privately expressed his 
concern to his Legco friends and was as- 
sured the offensive parts would be taken 
out. However, the unsatisfactory per- 
formance by Legco members and their 
defensive attitude over the whole issue 
have left sour tastes in the mouths of 
many Hongkong people. Lee's refusal 
to openly criticise his Legco allies may 
cost him some votes. — Emily Lau 


unionist Szeto Wah, cousin of Xinhua 
newsagency chief reporter Szeto 
Keung, is standing in the teaching con- 
stituency. Martin Lee, OC, is a candi- 
date in the legal constituency and bank- 
er David Li, one of eight BLDC vice- 
chairmen, has already been returned 
unchallenged in the banking consti- 
tuency. 


L: 46, is the director and chief man- 
ager of the Bank of East Asia. Born 
in Britain and. Cambridge-educated, Li 
is the son of prominent businessman Li 
Fook-shu and a nephew of another 
BLDC member, Supreme Court Judge 
Simon. Li. His candidature was. sup- 
Pere by the Bank of China (BoC), 

ongkong branch, which has a long- 
Standing friendship with the Bank of 
East Asia. The Bank of East Asia is one 
of only two Hongkong-based banks 
with a branch in Shanghai. In 1974, ap- 
parently at the instigation of the BoC, 
the Bank of East Asia, together with 
several Hongkong-based banks, formed 
the Chinese Banks’ Association (CBA) 
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A blueprint for rule w 
Without much fanfare a plan is tabled 


W hile a number of political groups outside the centre of pra in Hong- f: 
kong have proposed democratic reforms, not many within the Legisla- — 
tive Council (Legco) have Chong seriously about the subject. In Wei atthe — 
first Basic Law Drafting Committee (BLDC) meeting in y» 
a Hongkong member, 69-year-old Cha Chi-ming, tabled a detailed proposal — 
outlining the shape of the special administrative region (SAR) govern- 
ment. 
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Cha is one of the richest businessmen in Hongkong, but unlike others, isin- — - 
tensely politically minded. He is believed to be one of the key supporters ofthe — — 
group known as Progressive Hongkong Society (PHS) led by Maria Tam. His — | 
daughter-in-law, Veronica Cha, is on the PHS executive committee. T2 


Cha's proposal was drafted with the help of a retired senior government of- _ 
ficial and, it is understood, is highly regarded by both Chinese and Hongk ; 
officials. The retired official said the proposal consists of a series of checks 
balances for the SAR government. He said Cha had business in Nigeria and. 


had witnessed how democracy had failed to work in a newly independent  — 


country and was rightly worried about political developments here. 


The most controversial part of Cha's proposal deals with the setting up of 


an advisory council. Under his proposal there would be no limit to the number — 
of members who would be appointed by the governor and who would serve for 
life. 


The members would be chosen from retired members of the Executive — | 


Council (Exco) and Legco, businessmen and industrialist and other prominent — - 
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Cha; Akers-Jones: traditional politics 








citizens. The advisory council would elect from among itself o 
Legco. One-third would be elected by functional constituencies and. 
by an electoral college. The advisory council would also nominate the 
nor. F 
Chief Secretary Sir David Akers-Jones described the advisory council as a 


C i 
ver- 


development along the traditional lines of government in Hongkong. Instead 
= a of specialised advisory boards, there is one big coun P 


of hav ] 


a ee 
Akers-Jones said. 


Tam said Cha's proposal was one of PHS’ recomme 





reading materials. She is in favour of a system for retaining talents after their — — 


retirement, but thinks allowing the advisory council to elect one-third to — 


Legco might be too much. 


Another BLDC member, Martin Lee, said he was against the advisory — - 


council because it confused the advisory role with that of Exco. “If retired 
members are elected back to Legco, then the old people will rule us for ever 


and ever. I don't like it at all,” said Lee. M 


Cha’s proposal was published in August in the Chinese-language daily 


the 


co elections and the furore over the setting up of the Basic Law Consul- _ 
tative 


ommittee, the small but growing number of politically conscious peo- 


he Festo owned by another BLDC member, Louis Cha. In theexcitement of _ 


ple have not found time to comment on it. va 


But Chinese and H 
the people to air their views on the 


litical blueprint which epitomises the 
ultra-conservative mentality of the ri 


and powerful in Hongkong. 
— Emily Lau 
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ongkong government officials are waiting patiently for  - 









| as a co an ter- r- | a 1 
dc pining A ted Hong 
oam ink: SS. 
, the current chairman of CBA, 
nac de le known his desire to stand for elec- 
ion several months ago. The Hongkong 
nd Shanghai Banking Corp. also de- 
cic ded to field a candidate, Alice Lam, 
from a subsidiary, the Hang Seng Bank. 
Alth hough Lam is not well-known, the 
Jacki ng of the Hongkong and Shanghai 
Jank carries considerable weight. How- 
ver, when nominations began Lam 
thdrew from the race in deference to 
Een the way for Li to be re- 
urned unopposed. 

Iti is understood the BoC has lobbi- 
sd on Li's behalf and has made known 
its desire for Li to be elected. Although 
Li was not a BoC candidate, some said 
t is expected that Chinese officials 
' wou canvass for a BLDC vice-chair- 

in. When the BoC threw its weight 
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Was Tn Ot Sul 
Mec het dang 
headed by Exco member L 
withdraw from the race so as not to 
upset Peking. 


Th advent of pro-Peking members 
will no doubt change the style and 
operations of Legco. Exco and Legco 
unofficial (non-civil servant) member 
Allen Lee said in future there would be 
no more secret or confidential meetings 
because everything said would be re- 
ported back to Xinhua. Lee also called 
on China to make known its views on 
political reforms in Hongkong. 

Ho said having pro-Peking members 
in Legco should not arouse any suspi- 
cion: "It is a good thing, since Hong- 
kong is part of China. We should not try 
to resist it or be antagonistic." Ho said 
he is not China's messenger, but if there 
are things which would affect Hong- 


A sum towards civilian rule 


P resident Ershad forms a pro-government National Front 


zd yS , Kamaluddin in Dhaka 


T à formal launching of the five-party 
M pro-government National Front re- 
cc ntly has signalled a positive develop- 
nent in the country's political scenario 
as well as the military regime's latest bid 
to o resume its civilianisation policy. Pre- 
sident H. M. Ershad's government ap- 
peat rs ready to relax the ban on political 
ac Vom imposed since 1 March. 
. The launc ing of the National Front 
has severely affected the seven-party 
opposition alliance as two of its compo- 
n ient parties — the United People's 
(UPP) and the Gonotantrik Party 
GP — as well as a breakaway faction 


E > ds leading constituent, the 

vade Nationalis Party (BNP), 

er prime minister Shah 
A: Li y S Rahman, have joined it. 

The seven-party alliance under the 
lez ladership of BNP chairman Begum 
Khaleda Zia, widow of the late presi- 
dent Ziaur Rahman, and the 15-party 
'roup, led up the Awami League presi- 

de ənt Sheikh Hasina Wajed, daughter 
A the vp f- founding father, the 
te Sheikh Mujibur Rahman, had 
pearheaded the mainstream opposi- 
ti tion movement against the military re- 
gime since early 1983. 

_ The other two parties in the National 
Front are the government-sponsored 
Jana Dal Party — launched in late 1983 

with a motley group of fairly well- 
d nown politicians from a number of par- 
pes — and the rightwing Muslim 
ague. While Shah Azizur Rahman is 
known to be a rightwing Islamic politi- 
ps ian, the UPP and GP are professed 
Marxists of the pro-Peking variety. 
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Sheikh Hasina; Begum Khaleda: no presidential candidate. 





Some other smaller parties and groups 
are watching the development with in- 
terest and may join the bandwagon at an 
appropriate time. 

The front’s immediate programmes 
include the establishment of national 
unity, peaceful transition from military 
rule to constitutional democracy 
through national elections and revival 
of the suspended constitution after the 
elections. 


pea achieve these, the front has sug- 
gested to the government that it lift 
the ban on political activities and revive 
clauses of the suspended constitution 
relating to fundamental rights and juris- 
diction of the high courts to create a 
favourable political atmosphere for 
holding national elections. It has also 
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del fir it fel i "dell the 
said ld defin has accepted that political 
ctiüngest in Hongkong are inevitable and 
will leave them to the good judgment of 
the Hongkong people, so long as they 
do not affect prosperity and stability. 
"China will not tell us what to do," Ho 
said. 

He said the recent statement by 
Xinhua director Xu Jiatun about 
"harsh measures and feverish reforms" 
were aimed at a series of recent actions 
by the Hongkong Government. This in- 
cluded a proposal to do away with juries 
in trials concerned with complex com- 
mercial crimes, the introduction of the 
controversial Legco Powers and 
Privileges Bill — watered down be- 
fore being passed into law — a pro- 
posal to set up an objectionable pub- 
lications tribunal and a government- 
backed proposal by some newspaper 


suggested that all martial-law offices in 
the country should be closed down. 

Some of these demands had been 
made by the opposition groupings ear- 
lier as preconditions for their participa- 
tion in parliamentary elections. How- 
ever, an informed source said that the 
government will not lift the ban on poli- 
tical activities until the 
forthcoming South Asian 
Association for Regional 
Cooperation summit, 
scheduled in Dhaka in 
early December. 

Doubts are being ex- 
pressed about the effec- 
tiveness of the front in en- 
suring à peaceful transi- 
tion to civilian rule as the 
role of the military in run- 
ning the affairs of the 
country — the base from 
which the present regime 
took power in March 1982 
— is not tackled in the 
front's declaration. Appa- 
rently, the politicians, in 
their haste to launch the 
front, avoided broaching 
the controversial subject once again. 

It has been claimed ->that the 
Bangladesh armed forces, unlike those 
of many other countries, had fought the 
liberation war and were free from any 
kind of colonial legacy. In the event of 
any social upheaval or crisis, they will be 
involvéd whether they like it or not. So 
why should they not be given a political 
role to play, it is asked. But no one has 
formulated precisely how the: armed 
forces should be involved in power- 
sharing or playing any kind of role. Er- 
shad has proposed the formation of a 
defence or security council, without 
elaborating how it is to be brought 
about. 

Some of the opposition parties, such 
as the BNP and the Muslim League, 
may not have too much objection to 
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roprietors to establish a media council. 

"Some Hongkong people misun- 
derstood and thought the Chinese Gov- 
ernment was behind these moves, so Xu 
had to speak out and clear the air. But 
on the other hand, China wants to hel 
maintain the Hongkong Government's 
authority. It certainly does not want the 
administration to become a lame duck,” 
said Ho. 

Both Ho and Maria Tam predict the 
new Legco will have much livelier de- 
bates. The elected members are ac- 
countable to their constituents, said Ho. 
Unlike the appointed members, they 
may not always agree with government 
policies. Tam predicts there will be 
heated debates on Hongkong issues, 
but warns that any debate concerning 
China will be muted. Many legislators 
may be reluctant to say anything which 
would upset their future masters. 

— Emily Lau 





involving the armed forces in a limit- 
ed policymaking role through the 
mechanism of a security or defence 
council headed by the president. How 
other parties, especially the Awami 
League, would feel about such a propo- 
sition is difficult to predict. 


Mz the Awami League-led 
alliance is locked in prolonged dis- 
cussions among the component pos 
on a future course of action. Half of the 
alliance components — with Marxist and 
other revolutionary ideologies — are 
opposed to Mujibur's ideology, while 
four pro-Moscow communist factions 
and two nationalist parties support it. 

If Sheikh Hasina finally agrees to 
participate in the parliamentary elec- 
tions sometime early next year and 
agrees not to oppose Ershad when he 
contests the presidency, the 15-party al- 
liance is likely to break up. 

The BNP wants the revival of the 
suspended constitution which repre- 
sents a multi-party presidential system 
with a parliament in attendance, while 
the Awami League favours a Westmins- 
ter-type parliament. But neither group 
has any candidate for the presidency 
and both are likely to oppose the presi- 
dential polls. An informed source close 
to the Awami League told the REVIEW 
that though the league might oppose the 
presidential poll, it was unlikely to 
boycott the parliamentary elections. 

BNP's problems are different. While 
Begum Khaleda still appears popular 
with the people, the party's prospects 
of ever coming to power are being 
questioned after the latest split. Wide- 
spread resentment exists within the party 
leadership about the imperious man- 
ner in which Begum Khaleda runs the 
party. It is generally believed that if the 
National Front gains popular approval, 
many BNP leaders are likely to bargain 
with it for a nomination for the par- 
liamentary elections. oO 
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The gateway to China 
trade is a hotel in the heart 
of Guangzhou. 


The China Hotel, 


Here, business travellers will 
discover a new standard of, 
De ae luxury. From sumptuous (S q 
suites to fabulous feasts, Plus 
round the clock room. aar 
service, and first class ÖM- 
munications and conf 


facilities. 


rl 
When business calls outside 
the hotel, our Mercedes 
Benz limousines whisk you 
comfortably around town 
and beyond. 


In short, nothing less than 
princely treatment. 


For the merchant prince of 






Wall Mural on the hotel focode depicting scenes 
the hospitality occorded traders in the Han Dynasty 
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Managed by New World Hotels Intermational 


Liu Hua Lu, , China. Tel.: 666888 
Telex: 44888 CHLGZ CN Coble: 6888 
| 


Reservations: New World Hotels In 
Tei.:3-7244622 Telex: 51878 NWHIL HX 
international 


-Wide 
Thailand: Roong Travel Service Co. Ltd . 
Tel.: 2214-3269 Telex 84001 RONGSAP TH 


For the Merchant Prince of Today. 
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| Ga i; Longowal: a matter of face. 














| INDIA 






| By Salamat Ali in New Delhi 


| [ndian Prime Minister Rajiv Gandhi 
- Nis sticking to his decision to hold Sep- 
| tember elections in the troubled Punjab 
| state despite demands from opposition 
| E that the elections be delayed fol- 
| lowing the 20 August murder of Sant 
| Harchand Singh Longowal, president of 
= the moderate Sikh Akali Dal political 
k P. A postponement of the elections 
— by only three days from the earlier an- 
| nounced date of 22 September has been 
| Gandhi's only concession — one made 
| to accommodate Longowal's funeral 
rites which are to end on 24 September. 
Longowal was shot dead by Sikh milit- 
ants after signing an accord with Gandhi 
| on 24 July aimed at meeting long-stand- 
| ingSikh political and religious demands 
of New Deihi. 
| Leaders of 10 opposition parties in 
| the parliament submitted a joint 
J. memorandum on 22 August demanding 
indefinite postponement of the Punjab 
= polls. Speaking in parliament the next 
] E Gandhi defended his decision: 
. “The fundamental issue before all poli- 
| tical parties committed to the democra- 
| tic system is whether they should allow 
| theexercise of the free will of the people 
| to be obstructed, frustrated and sub- 








| verted by the forces of extremism and 
| terrorism. On a correct response to this 
J question hinges the fate of the democra- 
tic system in India." 
| Apart from the opposition parties 
| memorandum, Gandhi faced doubts in 
| his own camp. He believes that if the 
| elections are not held now, it might be- 
come even more difficult to hold them 
later because the extremists might feel 
encouraged to step up their activities. 
Gandhi's other argument is that the 
| Punjab accord he signed with Longowal 
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| The show must go on 


Elections in Punjab will be held despite Longowal's murder 


must be made to work for the sake of 
peace in the state and that the judicial 
award on transferring arcas on a linguis- 
tic basis from Punjab to Hindi-speaking 
Haryana state, covered by the 24 July 
accord, must be made by 31 December. 
The prime minister's critics say that 
it has come down to a matter of face for 
Gandhi's administration — a situation 
identical to that which the late prime 
minister Indira Gandhi faced in the case 
of the Assam elections in 1983. At that 
time, too, the opposition had suggested 
postponing the elections. When the 
elections were held, the opposition's 
fears proved correct: more than 3,000 
people were killed in election violence. 
These critics further point out that, un- 
like Punjab. Assam had no history of 
large-scale terrorism. They fear that the 
Punjab elections could precipitate even 
worse violence than that in Assam. 


T are good reasons to fear the 
worst. During the month between 
Longowal's signing of the accord with 
Gandhi and his assassination, Punjab ter- 
rorists demonstrated the ease with 
which they can operate in the state, its 
adjacent states and elsewhere. Lalit 
Maken, a Congress party member of 
parliament accused by Sikhs of involve- 
ment in riots against Sikhs following 
Mrs Gandhi's 1984 murder by Sikh ex- 
tremists, was shot dead along with his 
wife in New Delhi. Apart from other 
sundry acts of terrorism, Sikh militants 
have bombed a train compartment, kill- 
ing six people near the town of Jammu 
and made an unsuccessful attempt to 
blow up the electricity transmission tow- 
ers of India’s northern power grid. To 
cap all these activities, the terrorists 
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nlike its rival Sikh party, the Unit- 
ed Akali Dal led by the late Sant Jarnail 
Singh Bhindranwale’s father, Joginder 
Singh, Longowal’s Akali Dal has an- 
nounced that it will participate in the 
elections. Longowal’s party was bitterly 
divided over who is to be his successor, 
but on 25 August decided on Surjit 
Singh Barnala, a confidant of Lon- 
gowal. Two rival groups within the Akali 
Dal had announced two different people 
as convenor of the party to steer it through 
the electoral campaign, and there were 
fears that the party would split. 

Some political analysts argue that 
Hindu-majority constituencies will re- 
turn Congress candidates but that it re- 
mains to be seen how the 62% of Pun- 
jab's population which is Sikh will di- 
vide its votes between the two rival Sikh 
parties. Congress' estimates are that it 
will get 15% of the Sikh vote, while rival 
predictions are that it might not even get 
5% because Congress has never had 
more than 10% of the Sikh vote. 

Some argue that vendetta has always 
been a significant element in Sikh tradi- 
tion and for that reason the catch phrase 
in the militant Sikh electoral campaign 
is likely to be concerned with the resto- 
ration of Sikh honour and prestige. The 
United Akali Dal is likely to field candi- 
dates who are associated with ex- 
tremism, such as relatives of Mrs Gan- 
dhi's murderers or some of the alleged 
extremists now held in prison. 

Some observers predict the Punjab 
elections are likely to turn into a contest 
betweemdead men — including all those 
killed during the June 1984 army crack- 
down on Sikh terrorists hiding out in the 
Golden Temple; Longowal, who is be- 
coming a symbol of national integrity 
and communal harmony, and Bhindran- 
wale, represented by his father and the 
United Akali Dal. 

Such an electoral battle, fought in 
the shadow of the dead, would be in line 
with recent Indian political events. 
Gandhi rode to victory in late 1984 on 
the tidal wave of tears being shed over 
the death of his mother. 

A factor complicating the election is 
the charge that Pakistan is supporting 
Punjab's extremists and. terrorists. In- 
dian Home Minister S. B. Chavan told 
parliament on 22 August that Punjab 
extremists were being trained in Pakis- 
tan and "some armed people from that 
country have infiltrated into India in the 
recent past." The charge has been de- 
nied by Pakistan. 

The election commission has been 
assured the law-and-order situation in 
Punjab is fully under control. Gandhi 
has ordered Punjab's governor to en- 
sure that political leaders and candi- 
dates have adequate security during the 
campaign and that, for that purpose, he 
should requisition additional units of 
paramilitary forces if necessary. o 
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Qantas €- 
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passengers 
longer dance 


lin. 
C. 

When you've got to fly long distance, wouldn't you feel more confident 
choosing an airline that specialises in long distance travel? 

Qantas is that airline. And everything, from technology to cabin crew 
training, is geared to make you as comfortable as possible over the entire journey. 

This is no idle claim. Qantas flies its passengers longer distances than any 
other airline. It's because of this that we understand, and satisfy, the needs of our 
passengers so well, making all our flights seem much shorter. 

On all Qantas flights, you have the choice of Luxury First Class Sleeper 
Chairs, the Original Qantas Business Class (with legrests) or the friendliest 
Economy Service in the sky. 


So when you're flying long distance, fly the long distance specialist . . . 
Qantas. On our long legs, you won't arrive on your last legs. 
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Seiko's media marriage; royal wedding: made for TV audiences. 


Idols created from the 
ranks of the mediocre 


By Edward Seidensticker in Tokyo 


he most momentous happenings in 

Tokyo in June, to judge from the 
media, had to do with a brood of duckl- 
ings, a panda family and a TV “idol.” 
There was a momentous happening in 
Osaka, the murder of a businessman 
suspected of fraud. There were happen- 
ings abroad too, such as the TWA 
hijacking, though that seemed less 
momentous when no Japanese names 
appeared on the passenger list. A large 
international flight with no Japanese 
aboard might itself have been newswor- 
thy, but no one seems to have thought of 
that. 

The ducklings, wild ones, hatched in 
an artificial pond across one of the 
busiest boulevards in the city from the 
palace moat. When the mother duck 
deemed them mature enough, they es- 


sayed the crossing to the moat. All 12 of 


them made it safely, though three were 
later lost in a spillway. The pandas were 
parents and child./A baby panda was 
born in the Ueno: zoo. It lived only a 
day, its life ended by its motherg who 
rolled over on top of it. The TV idol got 
married. The businessman of course 
was murdered. 

The first two incidents might be cail- 
ed natural. The ducklings were very 
sweet, and as they waddled in single file 
across the boulevard, traffic stopped for 
them by all manner of duck lovers, who 
were rather sweet too. The circumstances 
of the baby panda's death were such as 
to persuade one that the only likeable 
thing about a panda is its face, but the 
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birth of a young animal, except maybe a 
rat, is always pleasureable. 

The other two incidents were most 
unnatural. It is natural for people to get 
married, but the idol's wedding, to a less 
idolised TV performer, was as fabri- 
cated and specious as a wedding can be. 
The murder down in Osaka was horri- 
ble, and it was rendered nightmarish by 
some of the circumstances surrounding 
it. The media, among the richest in the 
world. fabricated the wedding and fi- 
gured in the murder as well 

The TV idol is Sciko Matsuda, à very 
popular singcr — the best material there 
is these days for the weekly magazines 
that specialise in gossip about idols, 
athletes, and the like. They cater to the 
adolescent and young adult audience, 
chiefly the feminine part of it, and the 
circulation of the largest of them ap- 
proaches | million. All the media are 
agreed (and so there must have been a 
proud announcement) that the wedding 
cost Y200 million (US$1 million). The 
ground and air space around the Catho- 
lic church where it took place was like a 
battleficld. Helicopters whirred over- 
head and a thousand reporters and 
cameramen struggled for position. 

The TV channel that had exclusive 
rights assigned 400 cameramen, an- 
nouncers, and reporters to the moment- 
ous event. Exclusive rights did not keep 
the other channels from giving it ample 
time. It would take upwards of a day 
and a night to view all the videotapes. A 
hundred media people flew off to Hono- 








lulu for the honeymoon. There the 
battle continued. At the moment of 
writing the happy couple have just re- 
turned. A widely noticed photograph 
shows the bride yawning on the morning 
after the wedding. We await other inti- 
mate details. In the interview at Narita 
airport on her return, the bride said that 
she must go out and buy something nice 
for her husband's supper. 

TV spent much time and money on 
Prince Charles’ wedding. The most ob- 
vious difference is the most important 
one. Prince Charles is the product of an 
old and majestic tradition. Miss Mat- 
suda is the product of TV and advertis- 
ing. Japanese TV and advertising can- 
not do everything they might want with 
their huge public. There are limits. An 
idol cannot be completely tone-deaf and 
cannot be a complete potató-face. Yet 
they are almost powerful enough to 
transcend even these limits. When we 
have an idol with one eye and two.noses, 
they will have done it, established their 
absolute control. 


he limits within which TV and adver- 

tising shape their public are already 
very broad, Miss Matsuda cannot sing 
worth anything. She thinly whines. Nor 
is she a strikingly beautiful girl. She is 
pretty and she has a nice if somewhat 
forced smile. (Her husband, by con- 
trast, always looks as if he were trying 
vainly to smile — but then he is not à 
real idol in any case.) She has crooked 
teeth, of which the Japanese have 
long made a fetish. TV and advertising 
have perfected an image of the girl 
next door — pretty enough that you cer- 
tainly want to speak to her and might 
even want to make a pass at her, but not 
beautiful enough that you are awed by 
her. 

There was only one Maria Cal- 


47 


las. There are thousands and tens of 
thousands of girls every bit as talented 
and pretty as Miss Matsuda. She won 
the lottery, and, thanks to the drums 
and trumpets of the advertising and 
promotional agencies, became the 
reigning idol. It would not be realistic to 
say that the most gifted among the 
thousands and tens of thousands should 
have won out. There is no such person. 
They are all equally gifted, and some- 
thing which all these people can do as 
well as all those other people cannot be 
art of a high order. 

In the popular arts across the ocean 
there were not many Marilyn Monroes. 
There may have been a few besides the 
one, but there were not thousands. She 
had a glorious smile and figure, and she 
was a gifted comedian, when she was al- 
lowed to be. One thinks of an earlier sex 
symbol, Mae West, and wonders why 
she was ever considered that at all. She 
was a comic genius. So the difference is 
one of degree. Japanese advertising 
and TV shun the extraordinary, and 
push the ordinary to heights scarcely 
imaginable in other lands. One thinks 
of the senator from Nebraska who 
said that mediocrity ought to be repre- 
sented on the US Supreme Court. Not 
even he said that it ought to rule abso- 
lutely. 

To say that the agencies do it just to 
flaunt their power would be amusing 
but not realistic. The public is willing, 
and such flaunting as is necessary could 
not be the source of much pride or satis- 
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faction. A highly confor- 
mist nation prefers the 
girl next door, who 
makes the ordinariness at 
home easier to live with. 
The nation has its erotic 
and sadistic fantasies, to 
be sure, most conspicu- 
ously in the cartoon 
magazines; but they do 
not ask people to buy 
much of anything but 
themselves. The agents 
of the big sell push 
mediocrity. 

Many things which the 
Japanese did not invent 
might have been invent- 
ed especially for them. 
The camera is an exam- 
ple. TV certainly is. The 
country is saturated with 
it, and the commercial 
channels set the tone. 
NHK, the public, though 
not state-owned, system, 
has been the richest in the 
world. Perhaps it still is, 
but itis not as rich or pow- 
erful as it once was, be- 
cause people are not pay- 
ing their dues. Every owner of a TV set, 
which is to say virtually every household 
in the nation, is supposed to pay a fee to 
NHK. There is no really effective way of 
enforcing the rule, however, and people 
who do not feel like paying do not. So 
NHK is becoming more and more like 





Porn industry thrives 
in a tropical paradise 


By Bunny Suraiya in Cochin 
W ith its palm-fringed backwaters 
and golden beaches Kerala in 
southern India has long been described 
in tourist brochure literature as a tropi- 
cal paradise. But of late a serpent has 
raised its ugly head entwining Eden in 
the coils of a growing racket in pornog- 
raphy. Kerala has become the centre of 
a booming blue-film industry which has 
spread its clandestine tentacles through- 
out the country and in the Gulf states 
where migrant Indian workers, mainly 
from the south, have gone in search of 
E which many feel have 
elped fuel the new permissiveness. 
rom Cochin to Calcutta lurid post- 
ers advertise such titles as Sexy Nights 
and Her Dreams and actressess such as 
Silk Smitha, the soft-core skin queen 
from the south, have become puit fig- 
ures in more ways than one. While some 
of the blue wave products try to pass as 
sex education films, others forgo such 
fig leaves and brazen it out by exploiting 
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loopholes in the censorship regulations 
which vary from state to state. Despite 
public protests and occasional official 
action, the salacious show goes on, in- 
spiring ancillary industries. 

Video parlours showing soft- and 
hard-core pornography have mush- 
roomed across the country. Pornog- 
raphy has become a bestseller in the 
publishing world as well with a crop of 
magazines featuring overexposed pic- 
tures of models, many of whom appear 
regularly in blue films and consequently 
have many fans. The most popular of 
these undercover publications are 
Stunt, a monthly, and the weekly 
Bharatdhwani, both Cochin-based and 
run by the “Sultan of Smut,” Kaloor 
Ravi. Both publications, which are sold 
under the counter from way-side paan 
(betel-leaf) shops, are listed with the 
Registrar of Newspapers of India, 
though under a cloak of respectability. 
Bharatdhwani was originally a trade 


A 
Osaka murder: callous duty. 








the commercial channels all the time , not 
because it wants advertising, which it 
cannot have, but because it wants to be 
loved as they are loved. Then, presuma- 
bly, people will pay up. 

Those who defend TV say that it has 
possibilities for the elevated and elevat- 





union journal. Cheaply printed, often 
with deliberately drab covers, these 
publications feature explicit photo- 
graphs, cartoons and true-confession- 
style stories which leave no kinky trick 
unturned. 

Following a central government di- 
rective the local police cracked down on 
objectionable literature and 138 
obscenity charges were filed by the 
Kerala police. The porn merchants, 
however, won most of the cases on tech- 
nical grounds, taking advantage of the 
lack of an established legal definition of 
obscenity, and are back in business once 
again. 


W ith the barefaced-effrontery that 
marks his publications, Ravi denies 
charges of being a corruptive influence 
and claims that his list of regular 
contributors comprises engineers, 
academics and politicians and that most 
of his readers belong to the respectable 
middle class and include bored house- 
wives and even members of the clergy. 
He openly boasts about the large bribes 
he pays to make officialdom look the 
other way, and the fact that he con- 
tinues to be in business supports his alle- 
gation that many have a vested interest 
in not allowing the bare facts of the 
trade to be made public. 

Local authorities have been urged to 
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ing that no other medium has. It can. 


bring the best into everyone's living 
room. This is probably true, but when 
commercial TV thrives, it tries to do no 
such thing. The most useful and profita- 
ble denominator is the lowest, and so 
everyone else is dragged down to that 
level. NHK is not the only victim. The 
traditional arts suffer too. 

Do people get the fare of commercial 
TV because they want it, or are they 
easily persuaded that they want some- 
thing which, without the persuasion, 
they would not have thought of want- 
ing? Probably both forces were present 
in some measure at the beginning, and 
they have pushed each other on. It is 
hard to believe that anyone would be 
enchanted by Miss Matsuda's thin art if 
she were not the idol. Something about 
her is not displeasing to masses of peo- 

le, and they quickly agree that she and 

er singing are just what they have al- 
ways yearned for. And so it goes, 
around and around. The masses buy 
products and get more of the same. 
Idols come and idols go, and TV gets 
richer and richer. 

The Japanese are the despair of us 
primitivists who think that Thoreau was 
right and that we should strive to 
simplify. Most of the world may pre- 
sently tire of gadgets it does not 
need, but it is hard to believe that the 
Japanese ever will. They will go on 
wanting what is being pushed on TV 
and be happy with both, TV and the 
pushing. We often hear these days that 


clamp down on another spin-off 
of the skin game — the explicit 
cabaret shows which, in recent 
years, have become as promi- 
nent a part of Kerala’s cultural 
landscape as the classical dance 
drama of kathakali. In an in- 
creasing number of establish- 
ments, from five-star hotels and 
family restaurants to cheap 
country liquor bars and 
thatched-roof tea shops, spicy 
floor shows featuring. voluptu- 
ous dancers in, and often out of, 
skimpy costumes provide the 
staple fare of entertainment. 
Protesting against this “in- 
sult to Indian womanhood,” 

a local feminist and social 
worker, Sugatha’ Kumari, has 
launched an anti-cabaret cru- 
sade, picketing places in Co- 
chin, Trivandrum and Calicut 
which stage such shows. 

The issue has taken a comic 
turn, with the artistes, resenting a move 
which they fear will strip them of their 
means of livelihood, having formed an 
All-India Cabaret Defence Committee. 
The committee claims to represent 
more than 500 members in Kerala and 
other parts of the country and has 
threatened to “fight to the finish” and 
go to court if attempts are made to 
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the 21st century will be the century of 
Fast Asia and particularly, of ifs pre- 
eminent economic power, If this is true, 
and it may well be, we followers of 
Thoreau may consider ourselves bless- 
ed that we will not live to see much of the 
new century 


ven the Japanese are sometimes un: 

happy with TV, but their unhappi 
ness passes and in the end makes little 
difference. Many people were unhappy 
with the wav the media, TV and the 
newspapers, comported themselves 'at 
the scene of the Osaka murder. Kazuo 
Nagano, the victim, was chairman of 
Toyoda Shoji, à most unprincipled con 
glomerate. Fraud will be difficult to 
prove, it seems, because of the disap- 
pearance from the scene of Nagano and 
(by less dramatic methods) others, and 
because much evidence has been de 
stroyed. Yet the outlines are Clear 
enough, Toyoda Shoji gathered huge 
sums of money, much of it from elderly 
investors, and spent it trivolously, with 
little thought of ever giving the investors 
a return. Righteous indignation is the 
announced motive of the two men who 
entered Nagano's apartment and stab- 
bed him to death. Next to the goriness, 
the most striking feature of the scene 
was the presence of 30 to 40 reporters 
and cameramen, who scribbled and 
ground away, not one of them attempt- 
ing to intervene 

The callousness of commercial TV 
and the other media could be blamed 





“character-assassinate this art.” Refer- 


ring to do-gooders who would stop her 


getting her act together, a local artiste 
said: “Please ask [them]... to get me a 
decent job that will get me Rs 2,000 
[US$135]| a month — I have never even 
attended kindergarten." 

Bringing the curtain down on floor 
shows might not be so easy. The high- 
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for the behavior of those reporters and — 


cameramen. The matter is complicated, 
however, by the fact that they behaved 
very much as an emplovee of any Japan- 
ese company would have behaved. The 
Japanese are organisation men. The 
duty of the salaried worker is to the 
company, and its limits are the limits of 
responsibility. The duty of the reporters 
and cameramen was to scribble and 
grind 

It may be that the most remarkable 
thing about the incident is that anyone 
was upset. Evervone should have 
known. Why did none of you do any- 
thing? is the question asked of the news- 
apers and the TV channels. Excuses 
yave been elaborate and ingenious, but 
the simplest answer would probably be 
the best: it did not occur to us. Certain 
employees of Toyoda Shoji behaved 
much as the cameramen and reporters 
did 
evidence were criminal, but they did it 
for the company a sordid, seamy 
company, but theirs 

Need it be pointed out that this blind 
commitment to the organisation ts not 
unrelated to trade problems? Some- 
thing big would be accomplished if 
the Japanese could be made to look 
beyond company walls. It is not an easy 


task. ü 





Edward Seidensticker is professor of Japanese 
literature, He has translated The Tale of Genji. His 
latest book is Low City, High City. 


profit business allegedly enjoys political 
patronage. A number of officials re- 
portedly have cabaret connections and 
the son of a state minister is said to 
own a half share in a Cochin strip joint. 
Despite the song and' dance made, it 
seems that, for the time being at least, 
in Kerala life will continue to be a 
cabaret. 
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. On Strategy: A Critical Analysis of the Vietnam War by Harry G. Summers, Jr. 


Presidio Press. No price given. 


l Without Honor: Defeat in Vietnam and Cambodia by Arnold R. Isaacs. Vintage 


- Books. No price given. 

he war in Vietnam as remembered by 
| Americans during the 10th anniver- 
. sary of defeat turned into an expensive 
. media carnival before it finally burned 
— itself out. The veteran correspondents 
= were apparently more interested than 
= the average TV viewer in revisiting the 
| scenes of war. But one still must ask if 
| behind the network hoopla a new na- 
| tional consensus on the war was emerg- 
ing . . . has time brought a clearer or 
more mature vision of the painful ex- 

| perience? 

As the dust clears it appears that 
Americans are still as divided as ever on 
what it all meant. There is a good deal of 
| ignorance about basic facts such as why 

we were there and whose side we fought 

| on. Anyone much under 30 probably 

has only a vague idea what it was all 

| about. But many of those who fought in 

| the war, the policymakers and the arm- 

| ies of hawks and doves, still want to de- 

fend their track records. The battle for 
the moral high ground goes on. 

The effort to find meanings in the 
war remains an American discussion 
| about Americans. To the rest of the 
| world the issues may seem overworked, 

— but to judge from the endless pages of 
magazine articles and long hours of TV 
coverage, the outcome of the Vietnam 
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' | 
f: debate is crucial to the American iden- 


| E tity. What is sad and sometimes shock- 
ing is the extent to which Vietnam and 


_ the Vietnamese disappear from the pic- 
| ture. ime magazine essay entitled, 
"AB ody Rite of Passage,” says it all 
| too clear! y: 
| "Vietnam, small and remote and 
| poor, translated into an enormous pre- 
| sence in the American imagination. A 
| backward agricultural country became 
. the theatre of one of the great psycho- 
. dramas in American history.” 

Vietnam was a loss of innocence, "a 
national rite of passage," but always a 
backdrop for American actors. Quoting 
| Charles de Gaulle, the essayist calls 
| Vietnam a “rotten country" that took 
. the US’ energy. One of the most highly 
| acclaimed books to come out of the war 
was Michael Herr's Dispatches, about 
the ordinary guys who fought the un- 
seen enemy and the more flamboyant 
| journalists who came to seek their man- 
| hood. There is a special course at the 
University of California in Santa Bar- 
| bara on the religious dimensions of the 
war. Not the religions of Indochina, but 
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the ethical questions that arose for 
Americans in wartime. 

Few of the anniversary comment- 
ators seemed willing to look closely at 
the American relationship with their al- 
lies. But one, Joseph Leyveld, writing in 
The New York Times magazine, 
touched on the veterans' lack of contact 
with the people for whom they were 
fighting. He qu uotes one Kentucky vete- 
ran: "Just about every Vietnam vet 
hated the Vietnamese." Another re- 
minisces about firing over the heads of 
peasants working in the paddy fields, 





^just to see them hit the water." After 
the war such films as Michael Cimino's 
The Deerhunter depicted the North 
Vietnamese as gamblers and torturers 
and the South Vietnamese as drug ad- 
dicts. Now a new crop of films has come 
up — American heroes fighting 


the war all over again, rescuing those 
"missing in action" (MIAs). 


ymo want to feel good about 
themselves and rightfully recognise 
the need to compensate the hapless vet- 
erans for their years in the cold. This is 
perhaps the reason why a national ma- 
gazine such as Time will settle for am- 
biguous talk of a "rite of passage." To 
re-examine the history of the war too 
closely raises too many difficult ques- 
tions and there is too much guilt to be at- 
tributed. 

Behind the comforting platitudes of 
such media stars as Dan Rather (our 


boys went to the wrong war but they 
went for the right reasons), the Great 
Divide remains, It separates those who 
think the US should have tried harder to 
win in what was clearly a just cause from 
those who believe we could not have 
won and had no business getting our 
troops involved. Among the former, 
who are now called the “revisionists,” 
there are serious strategists who fault 
both the concept of limited war and the 
military's lack of coherent planning. 

One of them, Col Harry G. Summers 
Jr, suggests that the US should have cut 
off North Vietnam from the South by 
pushing across the DMZ through Laos 
to the Thai border. American fascina- 
tion with counterinsurgency was a mis- 
take, as southern guerilla tactics were 
only the symptom of the real threat, 
North Vietnamese aggression. In his 
well-received book, On Strategy: A 
Critical Analysis of the Vietnam War, 
Summers makes no effort to dissect 
what he calls the “misleading” literature 
on the Viet Cong, or to differentiate the 
pre-1968 nature of the war from what 
followed. 

“Judgments by results,” part of the 
methodology he adopts from von 
Clausewitz, is enough. It was regular 
North Vietnamese divisions which roll- 
ed over South Vietnam in 1975, thus the 
South Vietnamese revolutionaries had 
little to do with the war. This simplistic 
confusion of process and effect reminds 
one of a montagnard in Quang Ngai 
province who, saddened by the devasta- 
tion of his land, once asked this writer 
why Americans hate the colour green. 

While overall Summer's analysis 
may be a useful catalyst to strategic 
planning for the US military, it does not 
transcend the gap between the view of 
the Vietnam conflict as a military 
phenomenon and the view that saw the 
conflict as rooted in local social and eco- 
nomic phenomena. Summers comes 
down firmly on the side of those who be- 
lieved the US should have left civilian 
affairs to the Vietnamese. 

As Stanley Karnow points out in his 
account of the war, Vietnam, the debate 
between these two. points of view did 
not simply divide civilian from military 
officials. “American advisers in the 
field," Karnow writes, ^. . . mostly con- 
curred with their middle-level State De- 
partment and CIA counterparts that 
South Vietnam's prospects were dim 
unless Diem — his regime." 
On the other side were the higher rank- 
ing figures more removed from the con- 
flict, such as Rusk, McNamara, Taylor 
and Rostow, “who contended that the 
war could be effectively waged without 
pressing Diem to change.” Unfortu- 
nately, it would seem that the more dis- 
tant one is from the war in time and 
space, the simpler it becomes to find a 
solution. 
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On the other side of the divide a 
the liberals and the remnants of the 
peas movement, including a number of 

ietnam vets. While many leftists admit 
to being shocked or disappointed by 
what has happened in Indochina since 
1975, most still draw the same lesson 
from the US experience there: we 
should not have sent our boys to fight a 
Vietnamese war. According to a poll by 
The Washington Post and ABC this 
year, only 776 of the public participated 
in anti-war protests, but many more 
now approve of the protesters' actions. 
And despite the burgeoning respect for 
Vietnam vets, 47% of the public still be- 
lieve that young men who avoided the 
draft because they opposed the war 
were justified. 

The hardcore activists have moved 
on to new causes, yet they hold to their 
fear of US military adventures. The 
guerilla wars of Central America, in 
their view, arise from the same poverty 
and social injustice that bred com- 
munism in Vietnam. But there has been 
little in the way of self-evaluation of the 
movement's influence on US policy in 
Vietnam. Accusations from 
the Right that the protesters 
were guilty of romanticising 
the Viet Cong and accepting 
a propaganda line on the in- 
dependence of the southern 
Provisional Revolutionary 
Government basically go 
unnoticed. 

This may be because 
there are few who are listen- 
ing — there are not many 
old hands who follow cur- 
rent events in Vietnam 
closely. In retrospect it 
seems remarkable how little 
expertise the peace move- 
ment had on Indochina. It 
was not until the early 1970s 
that disillusioned  partici- 
pants in the US military ef- 
fort, from ordinary soldiers 
to intelligence experts, start- 
ed to join the cause in significant num- 
bers. Today's US experts on Vietnam 
are mainly people who worked there — 
either for the military or as volunteers. 
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an the anti-wat movement claim to 

have been any more accurate in its 
— of Indochinese politics than the 
hawks? Certainly its gurus misread or 
ignored signals about the true nature of 
the Khmer Rouge. Leftists were not in- 
clined to accept that significant tensions 
might exist between northern and 
southern communists. Many protesters 
(this writer included) placed utopian 
hopes in the Vietnamese revolution and 
admired the underdogs. But the more 
involved were also aware that the war 
was being fought for reunification and 
directed by a unified communist party 
from Hanoi. The bottom line to the 
peace argument was this: did the Viet- 
namese not have more right to fight 
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over their own cot untry than Am ericans 
did? > 

If there is one analyst of the Ameri- 
can debacle who has escaped the 
ethnocentrism that plagues this exer- 
cise, it is Arnold 
Honor: Defeat in Vietnam and Cam- 
bodia. His book, a chronicle of the 
period following the 1973 Paris Agree- 
ment, is a plea to Americans to avoid 
the easy answers that the revisionist 
view of the war suggests: 

"Clearly, America could not remain 
forever immobilised by its memories of 
Vietnam. But to distort those memories 
was to risk equal policy errors in the fu- 
ture, arising from the same blindnesses 
that produced the Vietnam failure. For 
what the United States really lacked in 
Vietnam was not persistence but under- 
standing — that, and the flexibility to 
change policies that had proven bank- 
rupt." 

The army had been taught to fight an 
expensive war by the Americans, and 
after 1973, when it was obvious that the 
US Congress would not go on voting 
large aid appropriations forever, they 





received no encouragement to alter tac- 
tics to fit the changed reality. “As late as 
1974, when South Vietnamese com- 
manders were bewailing severe short- 
ages and when their forces were losing 
positions all over the country, the gov- 
ernment was still using 56 tons of am- 
munition for every ton used by the com- 
munists," we are told. Even the appa- 
rent success of pacification was decep- 
tive, because peasants who left com- 
munist areas (often to avoid bomb- 
ing and shelling) did not necessarily 
give their loyalty to the Thieu govern- 
ment. 

By 1971, Isaacs maintains, when 
Nixon’s plans to visit China were an- 
nounced, the Vietnam War had become 
an anachronism that the US no longer 
wanted. Preoccupations with the global 
balance of power, not appearing soft on 
communism, the theory of nuclear cre- 
dibility — these were the reasons the US 





saacs in Without | 
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was in Vietnam, not out of a well [^s 


thought-out concern for Vietnamese 
welfare. “Thus, though for years Viet- 


nam preoccupied US policymakers | 


more than almost any other issue,” he 
writes, “the real Vietnam with all i 
particularities was hardly seen at all 
through Washington's lenses . . . Viet- 
nam was vital because we had declared 
it vital, not for any attributes of its 
own." 


saacs is only talking about the US view 

here. There is no doubt that man 
South Vietnamese, whatever their feel- 
ings towards the North may have been 
in the 1950s, wanted to resist North 
Vietnam. But if there had been more 
understanding of Vietnamese condi- 
tions and aspirations, the US could have 
used its influence more humanely and 
constructively to end the war it had 
done so much to start in the first place. 
As the war became less important to US 
policy, however, no honest assessment 
of this change was conveyed to Thieu, 
who was also kept in the dark about Kis- 
singer's negotiations with Le Duc Tho 
until the last moment. 

The wars that Southeast 
Asians were asked to fight 
to preserve the global bal- 
ance of power were un- 
speakably damaging to their 
own societies. Isaacs re- 
counts the disasters that be- 
fell the Hmong and the 
Cambodians in depressing 
detail. He also brings to 
light the fact that, after Kis- 
singer had claimed to bring 
a “structure of peace” to 
Vietnam and Americans 
were Starting to forget the 
war, South Vietnamese 
casualties were staggering. 
In 1973 they had 25,473 men 
killed; in 1974 it was nearly 
31,000. During this, time, 
Isaacs shows, Wádshington 
made no serious effort to 
make the Paris Agreement work, He in- 
dicts his government, which was no 
longer willing to send its own men to 
fight, for a "morally obtuse willingness 
to spend Asian lives forever for nothing 


more than a vague concept of American 


prestige." 

At the end, "different American de- 
cisions might not have changed the 
war's outcome, but they might have less- 
ened the tragedy," Isaacs believes. He 
is no admirer of the communists and 
does not look for evil in American in- 


tentions. But his analysis underlines the - 


inability of US policymakers to see In- 
dochina on its own terms. One is left 
with the impression that the Time es- 
sayist was not so far off in his description 
of the war as an American psycho- 
drama. If Cambodia was the sideshow, 
paradoxically the Vietnamese were only 
bit players in the main attraction. 

— Sophie Quinn-Judge 
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Robert Manning in Washington 


t was hardly a coincidence that an array 

| of US congressmen spent their recess 
Eh the past few weeks in Asia warn- 
impending trade confrontation. 

ith the US trade deficit now running 

sat an unprecedented annual rate of 

+ US$150 billion for 1985, trade is fast be- 
| coming a hot political issue, and the 
r question is not whether increased pro- 
| tectionism is likely, but what form it will 
|. take. 

"The plain fact," said Republican 
Senate majority leader Robert Dole 
while in Japan in August, “is that I have 
- never seen stronger congressional senti- 
- ment for action on the trade front." 

. More than 300 pieces of trade legisla- 
i | tion have been introduced in congress. 
Fear that it is losing control of trade po- 
| licy and that it is vulnerable to the 
| Democrats on trade issues is pushing 
| the Reagan administration to launch a 
. major effort to clearly define its trade 

| policy. 
While Japan is the prime target of 
m wrath, retaliatory sights are also fo- 
cused on the rest of East Asia. The US is 
— projected to have a US$50 billion trade 

. deficit with Japan for 1985, but it is also 
expected to run deficits with South 

| Korea (US$4 billion), Taiwan (U5$13.6 
billion) and Hongkong (US$5.8 billion) 


| 
| 





. this year. (Deficit projections are based, 


I on trade figures for the first six months 
| of 1985 compiled by the US Department 
s of Commerce.) In addition, a number of 
. Asean;and South Asian exporters may 
| . be caught in the crossfire if restrictions 
pon footwear and textiles imports are 
i adopted. 
In recent weeks, the battleground 
| over trade policy has been footwear, 
arked by a request for import relief 
- for the -US footwear industry. Usually a 
|. routine decision, the footwear case was 
the subject of at least three meetings of 
the cabinet-level Economic Policy 
l Council (chaired by Treasury Secretary 
_ James Baker), including one with Presi- 
dent Reagan. The International Trade 
J Commission (ITC) unanimously recom- 
| mended a five-year quota programme 
i |. The cabinet was split on the footwear 
>| . issue, with the secretaries of commerce, 
| labour, agriculture and the US trade 
representative (USITR) urging Reagan 
. to adopt a 30% tariff. On the other side 
were the free-traders — Secretary of 
State George Shultz, Chairman of the 
Council of Economic Advisers, Office 
of Management and Budget and White 
House Chief of Staff Donald Regan. 
Baker — à pragmatist who keeps his 
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cards close to lus chest has been 
somewhere inbetween. Reagan favour- 
ed avoiding formal protectionist mea- 
sures, and instead would like to see 
orderly marketing agreements (OMAs) 
negotiated on footwear. 

The footwear issue has become 
bound up with the larger debate over 
trade policy. Advocates of relief for the 
footwear industry fear that lack of suffi- 
cient White House action will further ig- 
nite congressional protectionist initia- 
tives. The footwear petition was initiat- 
ed by Sen. John Danforth, Republican 
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chairman of the senate’s trade subcom- 
mittee. Some advisers tear that Dan- 
forth may either push pending legisla- 
tion on footwear or decide instead to 

back the pensiing Jenkins Bill on tex- 
tiles. 


ell-placed. White House sources 

told the REVIEW that the adminis- 
tration is adopting "an aggressive fair- 
trade stance Regan defined fair trade 
in à recent interview as "no dumping 
into the US at the expense of our 
industries." According to well-placed 
sources, administration strategy is to 
adopt a highly visible posture — using 
the skills of the Great Communicator — 
based on free trade ideas with reciproc- 
ity in mind. The goal, according to a 
senior White House aide, is to pre-empt 
congress on trade policy and forestall 
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b^ «Protection now a political rallying point i in de US 


j Retreat from reason 


more drastic protectionist legislation. 
“We have to get tougher,” one source 
said. “If we [the administration] don’t 
do it, congress will.” 

The REVIEW has learned that as part 
of the new activism, the White House 
has asked the USTR to prepare a pack- 
age of cases based on Section 301 of the 
US trade law covering unfair trade prac- 
tices — including Japanese footwear 
quotas, tobacco duties and aluminium 
cartel; South Korea’s refusal to allow 
foreign firms to sell insurance, and 
hi-tech and pharmaceutical counterfeit- 
ing in Taiwan. The USTR has already 
accepted a Section 301 case against 
seven Japanese semiconductor firms. 
The complaint, filed by Micron Tech- 
nology, charged that the Japanese firms 
were dumping 64K dynamic random-ac- 
cess memory chips. The ITC in August 
made a preliminary ruling against the 
Japanese firms, which, if upheld, could 
result in duties of up to 94% being im- 
posed. Moreover, a little-noticed provi- 
sion in the trade bill passed last De- 
cember requires the administration to 
submit a list to congress by October of 
all foreign-trade barriers, estimate 
losses to US exporters and report on 
what action the White House will take. 

Few in the administration or in con- 
gress, however, believe that Reagan's 
anticipated aggressive trade stance will 
halt the protectionist avalanche in con- 
gress. “I’m afraid,” a senior White 
House official said, “that trade issues 
are starting to take ona life of their own. 
Something is bound to pass." 

Behind the furore is frustration felt 
in the failure to reduce the US budget 
deficit which is expected to reach 

US$190 billion for fiscal 1986 (starting 1 
October), and failure to bring down the 
exchange rate of the overvalued dollar. 
The US recovery has been uneven, and 
while hi-tech and service sectors have 
seen the bulk of some 6 million jobs 
created under Reagan's tenure, tradi- 
tional “smokestack” industries have 
suffered. Industries such as steel, tex- 
tiles, footwear and cars are where polit- 
ically active organised labour is concen- 
trated. “Sectors of the economy that 
hurt most are the ones most organised,” 
said Gary Hufbauer of the Institute 
for International Economics. “Con- 
gressmen from Ohio and Pennsylvania 
feel they're paying for Reagan’s macro- 
economic policies. " A senate staffer 
conceded: "The solution is to cut the 
budget and be more competitive, but 
people want quick fixes and a lot of 
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trade.” 

Among the major pieces of protec- 
tionist legislation, congressional Demo- 
crats have introduced a bill to impose a 
25% import surcharge against Japan, 
South Korea, Taiwan and Brazil, while 
leading Republican senators are push- 
ing a bill that would require Reagan to 
use his powers under Section 301 of the 
trade law to either negotiate with Japan 
to remove all unfair trade practices or 
retaliate. The administration is opposed 
to all such legislation, but may be forced 
to choose between the lesser of two 
evils. With 22 Republican senators fac- 
ing re-election in 1986, congressional 
leaders are trying to prevent the Demo- 
crats from seizing trade as a major poli- 
tical Issue. 


ne piece of protectionist legislation 
that enjoys bi-partisan support is the 
Jenkins Bill on textiles. The proposed 
legislation would severely restrict not 


only major Asian exporters such as 
Taiwan, South Korea, Hongkong and 
China, but newcomers to the US market 
such as Asean exporters — notably 
Thailand — and Pakistan. 
(Representative Sam Gibbons, chair- 
man of the House Ways and Means Sub- 
committee on Trade, and leader of a 
congressional delegation which visited 
Hongkong and other Asian textiles ex- 
porters recently, said the Jenkins Bill 
would severely reduce Asian textiles 
sales to the US. He quoted unofficial 
US estimates which showed that Hong- 
kong's exports of textiles to the US mar- 
ket would fall 14%. For other countries 
in Asia, the percentage of sales lost 
would be even greater: Japan could lose 
25%; China, 6095; Indonesia, 89%: 
Taiwan and South Korea, 33% each; 
Pakistan, 43%; Thailand, 70%; India. 
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pore 8%. 

Members of Gibbons’ group, who 
generally opposed the measure, said 
they realised that at least some of the af- 
fected nations would retaliate against 
US products. They also said that, while 
Hongkong's open markets should in 
theory protect it from protectionist 
legislation, the territory was such a large 
exporter of textile products that it was 
impossible to ignore it in drawing up a 
hill to protect the US garment trade. 

Dole, who also made a swing 
through countries threatened by the 
Jenkins Bill, said Hongkong, as a free 
trader, could be made an exception 
to the bill’s provisions. But did not 
suggest how this might be achieved. ) 

The Reagan administration has 
come out forcefully against the legisla- 
tion which it says violates the General 
Agreement on Tariffs and Trade, the 
Multi-Fibre Arrangement and bilateral 
trade pacts, But the bill introduced by 
Democrat Ed Jenkins has 290 co-spon- 
sors in the House and 54 in the senate — 
more than enough to pass in both cham- 
bers — and is being pushed by the pow- 
erful textiles lobby, 

While the bill's House supporters 
have the required two-thirds vote to 
override the anticipated presidential 
veto, the senate does not. Danforth has 
not supported the textiles bill, but con- 
gressional sources say that if Reagan's 
trade-policy activism is viewed as more 
show than substance, key Republican 
senators, such as Danforth, may throw 
their weight behind the bill. Well- 
placed senate sources on both sides told 
the REVIEW that if the textiles bill were 
to be softened, sufficient backing in the 
senate could be obtained to override a 
veto. 

The scenario of trade wars with its 
key Asian allies is a nightmare for the 
Reagan administration. Such friction 
would clearly result from passage of the 
Jenkins Bill. At present, there is no 
similar ground-swell of sentiment 
against Japan. As echoed in US Ambas- 
sador to Japan Mike Mansfield's recent 
plea for Japan to end all quotas and 
tariffs, the administration would like 
more progress in market access. But US 
officials feel that between the recent 
packages of market-opening measures 
and the high-level Market-Oriented 
Sector-Specific talks on telecommuni- 
cations, medical and pharmaceutical 
equipment, electronics and forestry 
products, reasonable progress is being 
made in all areas except forestry, on 
what are viewed as structural problems. 

In addition, Japanese investment in 
US securities is running at US$5 billion 
a month and is a key to financing the US 
deficit. But in the face of a curtailed re- 
covery and record trade-deficit figures, 
unless the adminstration is perceived to 
be taking charge, as a senior US official 
said, "this thing could really get out of 
control." o 
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for the bloc 


An old idea gains favour as 
Asean economies wane 


By Paisal Sricharatchanya in Bangkok 


Frustrated by the limited regional 
economic cooperation so far and 
worried about the growing challenge of 
unstable global conditions in coming 
years, Thailand's business leaders are 
becoming increasingly vocal about the 
need for closer ties, and for turning 
Asean into an integrated economic 
bloc. Several prominent Thais have re- 
cently made open calls for a summit of 
Asean heads of state to chart a new 
course towards this goal. 

Whether their concern will be met 
with action is yet another thing, but the 
Thais appear to have good reasons for 
concern. Since its establishment in 
1967, Asean has won worldwide recog- 
nition as the most successful regional 
economic grouping — with a growth 
rate (over the past 20 years) nearly dou- 
ble that of the developing-world aver- 
age. But the success is due largely to in- 
dividual nations’ achievements, rather 
than a direct outcome of Asean coope- 
ration. 

Statistics show intra-Asean trade, as 
a proportion of total Asean trade, rose 
from 16.2% to 23.8% during 1977-83 — 
a more than three-fold rise in absolute 
terms from US$10.4 billion to US$35.4 
billion. But much of this gain was due to 
imbalances of supply and demand 
within member countries on a few 
selected major commodities such as 
rice, maize and oil. The intra-Asean 
trade in manufactured goods accounted 
for less than 10%, with the portion be- 
nefiting from or covered by the Prefe- 
rential Trading Arrangements far 
smaller. 

Acting on a common belief — that 
more concrete gains could have been 
made — summit proponents think the 
time is now right for a radical change in 
direction. The long period of high 
growth appears to be over. 

Falling commodity prices, growin 
protectionism in the  industrialise 
countries, rising external-debt profiles 
and burgeoning current-account deficits 
have combined to slow down the eco- 
nomies of most Asean members. And, 
there are signs of more difficult times 
ahead. 

The proposed summit was openly 
mooted by Kukrit Pramoj, a former 
prime minister and now a hay — 
senior statesman, in a Bangkok Post in- 
terview in early August. He called for 
an urgent meeting of the Asean heads to 
draw up a treaty of economic integra- 
tion. "The meeting will also send a 
strong warning to the industrialised 
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countries that Asean with its 285 million 
At a will not sit idly by to watch the 

ruits of their development destroyed by 
international economic deterioration 
and growing protectionism.” 

Urging Prime Minister Prem Tin- 
sulanond to quickly contact his Asean 
counterparts to solicit support, Kukrit 
offered himself as Prem's special envoy 
to travel around the region. According 
to informed sources, Kukrit's proposal 
was strongly influenced by Boonchu 
Rojanastien, who was deputy prime 
minister and economic overlord from 
1980-81. The suggestion was seen as an 
economic-policy initiative by the Social 
Action Party (SAP), the largest partner 
in the ruling coalition of which Kukrit is 
leader and Boonchu a member. 

The summit, in Bali in 1976, was a 
success in terms of Asean's common 
concern over the then-emerging com- 
munist threat from Indochina. Boonchu 
recently told an interviewer that current 
unsettled world economic conditions 
were undermining the national-deve- 
lopment plans of all member countries, 
and were another common ground for a 
new summit. 


H ighly upbeat on the scheme, Boon- 
chu listed three steps to economic 
integration: 

» The starting point, which he hopes 
would be set up within six months after 
the treaty signing, is a free-trade area 
for selected manufactured goods — 
electrical appliances, furniture, textiles 
products and the like — that would have 
minimum impact on member govern- 
ments' import-tariff revenue. 

» The second stage, about two years 
later, would be creation of a customs 
uniori that will impose uniform duties 
on non-Asean products. 

» The third step, the date of which 
wouldbe left open, would be a common 
market. 

"Basic conditions are ripe," said 
Boonchu. “The people's standard of liv- 
ing is dleteriorating . . . national leaders 
already*have the political will to make 
changes for the better. What is needed 
is someone to kindle the fire." 

Proposals for closer Asean economic 
cooperation are nothing new; eventual 
economic integration was the main re- 
commendation of the Asean Task Force 
in its 1983 report (REVIEW, 8 Mar. 
'84), most of which was never imple- 
mented. 

The subject has picked up steam re- 
cently as economic conditions in the re- 
gion worsened. Amnuay Viravan, one- 
time finance minister and now chairman 
of the Bangkok Bank's executive board, 
echoed the basics of the Kukrit-Boon- 
chu proposal at a Jakarta conference in 
mid-August. . 

"We need a re-dedication of political 
commitment at the highest levels; in 
other words, a new summit meeting of 
Asean leaders focused on economic is- 
sues," he said. "I believe nothing less 


Rice exports; Kukrit: economic 
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than agreement in principle to work to- 
ward the ultimate establishment of a 
common market is required." At the 
same conference, Malaysian Finance 
Minister Daim Zainuddin also called for 
a "gradual advance" towards the same 
goal. 

But given the basic differences of na- 
tional policies and the competitive 
rather than complementary nature of 
the six economies, genuine economic 
integration is easier said than done. It 
will be at best a long-term process. (A 
contentious territorial dispute over 
Sabah between Malaysia and the Philip- 
pines can also potentially abort the 
proposed summit.) 

Thai Foreign Minister Siddhi Savet- 
sila, describing economic cooperation 
as a boat drifting with no clear direction, 
blamed the marginal achievements on 
Asean economic ministers’ obsession 
with protecting their own national in- 
terests. 

Siddhi first mooted the idea of an 
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Asean summit three years ago but the 
initiative was blocked by the dispute 
over Sabah. Although Philippine Presi- 
dent Ferdinand Marcos later publicly 
renounced the Sabah claim, it has yet to 
be deleted from the Philippine Con- 
stitution. That remains a sore point in 
the two countries’ relations — Malay- 
sian Prime Minister Datuk Seri 
Mahathir Mohamad, since assuming of- 
fice in 1981, has visited all Asean capi- 
tals except Manila. 

More recently, Siddhi obliquely 
broached the subject at the last Asean 
Foreign Ministers meeting in Kuala 
Lumpur in July. In his opening state- 
ment, he stated in part: “The 20th an- 
niversary [of the founding of Asean], in 
two years time, is fast approaching. It 
may be appropriate for us to begin 
thinking of another set of guidelines for 
the next generation of Asean coopera- 
tive endeavours in order to give added 
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‘impetus to our expanding activities . . ." 


Given that Siddhi is one of the SAP 
deputy leaders, the differing timeframe 
came as a surprise. While Siddhi indi- 
cated his preference for a summit in 
1987, Kukrit wanted it to be convened 
as soon as possible, so as to draw up the 
economic integration treaty within six 
months. 

The two clearly had no prior consul- 
tations. Kukrit is said to be upset over 
the slow response from Prem; nearly 
three weeks after the proposal was pub- 
licly aired, the prime minister was still 
saying little. It is likely that the SAP 
leader would soon broach the subject 
with Siddhi. 


here also appears to be a distinct 

variation in the approach. The Kuk- 
rit-Boonchu proposal calls for a direc- 
tive from the top, to circumvent the 
usual, bureaucratic delay. But this ap- 
proach is seen as neither realistic nor 
possible by Thai and Bangkok-based 
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Asean diplomats. They said much pre- 
paruo work at the official level would 
ye necessary so that the Asean heads 
could decide on something of substance 
— if and when they meet. 

It is also unelear whether genuine 
economic integration is something that 
all member countries desire. At the 
Jakarta conference, Indonesian Foreign 
Minister Mochtar Kusumaatmadja 
stated: “It is prudent to recall that the 
basic Parosen] of Asean cooperation 
is based on the concept of regional co- 
operation rather than integration. The 
need for protecting national interests of 
individual countries . . . and the pur- 
suit of national aspirations are im- 
portant objectives in the nation-build- 
ing process of Asean member coun- 
es...” 

These differences, and many other 
questions, will have to be ironed out be- 
fore any summit can occur. 
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World banking 
is our business 


With branches, subsidiaries 

and representative offices 

throughout Asia, BNP is 

ideally placed to meet your 

business and banking needs: 
Japan, Korea, People's sic stan 
Republic of China, 
Philippines, Singapore, 
Macau, Malaysia, 
Taiwan and Thailand. B N P 
BANQUE NATIONALE de PARIS 


16, boulevard des Italiens - 75009 Paris 
Telephone: (1) 244.45.46 - Telex: 280605 
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If you believe a step 
— 

aiso mean a step up 
in safety, one fact 

is plainto see. 





ABS anti-lock braking system. 


On-board computer. 


4-speed automatic transmission with electronic 
hydraulic (EH) controt. 


Check-Control. 
Memory-controiled electronic seat adjustment. 
Airbag. 


Self-levelling suspension of rear axle. 





These days few people would argue that 
the classic problems of car safety — 
such as the predictable behaviour of 

the passenger safety cell in all types of 
collision ~ aren't being solved more or less 
equally effectively by all the leading 
manufacturers. 

After all, the relevant technical know-how 
is common knowledge these days. 
However, when it comes to the one tech- 
nology thatcan really take safety another 
decisive step forward, the disparities 
become immediately apparent. Needless 
to say, we're talking about electronics. 
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ability to solve complex technical 
problems much more comprehensively. 


This lead in “state of the art" expertise 
doesn't just work to the benefit of BMW 
drivers in the areas of engine electronics or 
sophisticated monitoring, early warning 
and information systems. 

It also offers them a whole new dimension 
in safety electronics. 

Our in-depth experience and knowledge 
also enable us to solve new problems 
faster and more reliably. 

One example is BMW sensor technology: 
it provides vital information on the 
numerous mechanical and thermal func- 
tions that are essential to safer motoring. 
And without the exceptional reliability 

of this sensortechnology, many important 
safety features would be totally incon- 
ceivable. 
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technologies, BMW has also introduced 
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everyone. 


While many, and including some of the 
most respected names in the car industry 
were displaying an ambivalent attitude 
towards progress through electronics, 
BMW was already busy introducing these 
new technologies to an ever-increasing 
number of cars in its model line-up. To the 
good of everyone, 

And with the result that bit by bit drivers of 
other makes of car can now also discover 
some of their far-reaching advantages on 
the new models they buy. 

But if you are really looking for everything 
that technologies, which some people 
still regards as distant stars on the horizon, 
can already offer you today - then you're 
going to have to choose BMW. 
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BMW was co-developer of this infallible 
braking system. Today, it's already a stan- 
dard feature on nearly 50% of all BMWs. 
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Alongside other information and early 





warning systems, it incorporates an 
outside temperature indicator with an inte- _ 
grated audio signal to alert the driver 
to hazardous driving conditions, such as — 
black ice. | | 


4-speed automatic transmission with 
electronic-hydraulic (EH) control. 

Its special direct gear change programme 
opens up completely new dimensions 

in increased driving safety, in wintry condi- · 
tions for instance. | 


Check-Control. 

It continuously monitors all fluid levels 
as well as the working order of brake and 
all other exterior lights. 


Memory-controlled electronic seat adjust- 
ment. 

Different drivers can store their ideal 
driving position in the computer and im- 
mediately call up the information when- 
ever needed. 





Airbag. 
Three separate sensors ensure maximum 
operating reliability, whilst a safety sen- 





sor protects the system against the failure. -` 
of the car’s main electrical circuit. E 


Self-levelling rear axle suspension. 
Not only enhances driving comfort, Tu 
but also ensures optimal stability under all — - 
load conditions. Dc 


increase its knowledge and experience. 





And that comprehensive know-how 


will continue to have a positive influence 


on new safety systems in the future 
which would be unthinkable without elec- 
tronics. That's why, as a BMW driver, 


you can always be confident of drivingat — . 


the forefront of tomorrow's as well as 
today's developments. 
And that includes your safety as well. 


Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunel: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
Tel.: 3-714527 


indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, 
Tei: 490932 


Korea: Kolon International Corp., Seoul, Tel.: 7764260 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.; 03/4185 55 


Philippines: Hahn Manila, Manila, Tel. 7412808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tei.: (02) 7153101 


Thailand: Continental Auto Centre Co., Ltd., Bangkok, 
Tel.: 214-2521 
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KNOWS SINGAPORE 


We’ll show you how to escape 


the hustle and bustle. Get above it all. 


Our view from the hilltop is captivating. 


Our food will delight the palate 
of even the most worldly traveller. 
Our pool is most inviting. Our service 
is splendid. Get to know 
Singapore like we do, at the 
Oberoi Imperial. 
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allegedly obsolete tec 


mier Automobileg 


By Salamat Ali in New Delhi 


D: and mid-course changes are 
nothing unusual for foreign invest- 
ors and joint ventures in India, and 
while the arguments rage the country 
may lose out in financial and sometimes 
technological terms (REVIEW, 7 Mar.). 
But the government seems. to have 
drawn little criticism for its sudden re- 
thinking of foreign-collaboration poli- 
cies for motor-vehicle production. 

Although this may turn out..as have 
other apparent about-faces, to be 
merely a costly delay, it could be a 
chance for India to avoid foreign-ex- 
change drains and overcapacity in the 
1990s. 


When the government said seven. 
months ago that. it would open up the - 


vehicle industry to foreign collabora 
tion, a. flood of applications ensue: 


from Indian firms and. their overseas 


partners. The government was already 
having some qualms about imports of 
nology when it 
realised that if all the applications were 





approved, India could end up with capa- 


city to produce 560,000 passenger cars a 
year in the 1990s — compared to current 


annual capacity of 46,000. And many of 


these may be the wrong cars for the 
domestic market. 

"The case often quoted is that of Pre- 
we which has. imported 
the discarded dies of Fiat-124 models 
and discarded car engines from Nissan 
of Japan to locally produce a hybrid 
car, the NE-118, to ES its Fiat- 
1100. 

Even before it has launched this 
vehicle, however, Premier is seeking 





a collaboration licence to produce Nis- 


san's Sunny model. But by the time 
this could be produced in India, it 
would be about five years old in technical 
terms, because the Sunny was launched 
by Nissan almost three years ago. 

The Indian Government is also un- 
happy that the local manufacturers, in 
negotiating their tie-ups, are not secur- 
ing wholesale collaboration agree- 
ments, but are opting for specific 
models of cars, engines and transmis- 
sion systems. 

Another complaint is that the pace 
of indigenisation is being obstructed 
by the slow transfer of technology. 
Some vehicles (even with imported 
components) have failed fuel-efficiency 
tests, as in the case of Nissan commer- 
cial vehicles now being produced by 
Hyderabad Allwyn, a public-sector op- 
eration owned by the Andhra Pradesh 
state government. 

Prominent among those hit by the 


freeze on approval of new.collabora- - 


tion deals are Tata Engineering and 
Locomotive Co. (Telco), which is 
India's largest truck manufacturer; Pre- 
mier Automobiles, which currently pro- 
duces an outmoded model of the Fiat- 
1100, and Escorts, an engineering com- 
pany wishing to branch into car manu- 
facture. 

The three had all but signed collab- 
oration agreements for local-car pro- 


duction with foreign companies. Telco's 


deputy chairman, N. A. Palkhivala, de- 


clared on 15 August that the foreign col- 
"laboration would eventually go through. 
The fitm has negotiated with Honda 


Motor Co. of Japan to develop local 
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Premier Auto 


Standard Motors 


574,000 





passenger-car manufacturing capacity, 
which would eventually rise to 30,000 
vehicles a year. Escorts’ fresh applica- 
tion for a licence is based on a tie-up 
with Citröen of France. (Premier is 
seeking approval for collaboration 


with Japan's Nissan to produce the 


Sunny.) 


E Bs government believes India could 
not utilise even half the 560,000-cars- 


a-year proposed E by 1990. Lack: 


of a domestic market could create the 
temptation not to indigenise production 
within the stipulated five years, because 


it would be more profitable and less 


risky for. businesses to assemble cars 





the prescribed five- -vear limit, 


. local business a great deal of event 












have to close shop. 
Right now in India’s tightly c co 
led market, there is a large pent- 
mand. The total number of cars in 
country is estimated at around 900, 
some of them 30 years old and mo 
Cars are never discarded and are 
Ss endlessly. There are years-lon 
yuyers’ queues for new cars and anyone 
who buys a new Maruti (the locally b 
Suzuki) can resell it at a premium ofa 
most 70% . 
Although it has come down now 
there was at one time a prémium of as 
much as Rs 20,000 (US$1 694) even o 
two-wheelers. It is calculated that wit 
increased availability, and if the rate 
scrapping were to be only 3% of th 
total (nationwide), replacement 
mand would be 30,000 cars a year. 
If only 5% of the. 
wheeler owners (who 
estimated to be buying i 
lion. two-wheelers a yea 
1990) were to opt for. 
they would need 100, 000 V 
cles. 
The government E 
culates that the bulk o 
mestic demand will be 
small cars with emphas 
fuel efficiency. But most r 
facturers have opted for 
dium-size cars with | 
2,000 cc engines. They fez 
will be unable to compete 
Maruti, which would be 
ducing 100,000 small . 
year with 800 cc engines byl 
88. 3 
So far, about 80% of 
demand for medium-size. 
has been from institut 
mainly government, rather: 
individuals. There are t 
serious doubts that the ad 
tional capacity for mediu 
size cars could be used pre 
ably. ! 
Some observers believe: t 
the current freeze on foreign co 
laboration may be the right step 
towards rationalisation. If the com- 
mittee set up on 6 August to look’ into 
the problem is able to lay down a ne 
policy for collaboration. (keeping. in 
view the Indian market's almost-obse 
sive emphasis on low cost, fuel ef 
ciency and modern cars), it might Sa 
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hardship and the country a lot of fo 
eign exchange. But local businessm 
believe that since the governmer 
policy of continued liberalisation ofe 
nomic controls is unlikely to be. 

versed, the freeze will be a mere del 
They believe that eventually each p 
posal will be cleared on a case-by-ca 
basis. — | 


COMPANIES 


Home is too small 


BHP comes under pressure to expand its base overseas 


By Robert Cottrell in Melbourne 


B: Hill Proprietary Co. (BHP), 
the “Big Australian," is beginning 
to feel a bit cramped these days. The oil, 
steel and mining group is by far Austra- 
lia's largest company, its largest export- 
er — and also its largest taxpayer, as 
chairman Sir James Balderstone re- 
minded Prime Minister Bob Hawke at a 
dinner held on 13 August to celebrate 
BHP’s 100th anniversary. 

It is now the generally accepted wis- 
dom at BHP’s Melbourne headquarters 
that the company must look primarily 
overseas for its growth. Executives see 
its two large 1984 acquisitions of US 
companies, Utah International and 
Energy Reserves Group (ERG), as part 
of a long-term investment trend. 

“We have been buying into Ame- 
rica in a large way all of a sudden,” 
Says corporate affairs director David 
Adam. “Our assets overseas are A$1.9 
billion [US$1.3 billion], for the most 
part acquired in the last 15-16 months. 

e implications are only just sinking 
in.” 

Meares and Phillips, an Australian 
‘stock brokerage which follows BHP 
closely, has estimated that half the com- 
pany's assets will be overseas in 15 
years’ time, compared with about 16% 
now. (BHP's total assets at 31 May were 
A$12.1 billion.) 

BHP wants to spread its shareholder 
base offshore as well as its assets. Its fi- 
nancial officers are actively courting US 
fund managers and analysts, arguing 
that domestic portfolios are now satu- 
rated with BHP stock. Overseas invest- 

_ors should find BHP's spread of opera- 
tions relatively easy to understand: the 
more complex question is whether its di- 
rectors, and the Australian Govern- 
ment, are ready yet to embrace the com- 
pany becoming Australia's first true na- 
tive multinational. 

A less “go-go” institution than 
BHP would be hard to imagine. Its 
managers are lifetime company men 
from mining or pastoral backgrounds. 
Where many institutions use anniver- 
sary celebrations to emphasise the fu- 
ture rather than the past, BHP’s cen- 
tenary dinner was a proud wallowing in 
nostalgia. 

The loudest post-prandial applause 
went to the memory of the 14 settlers 
who subscribed for founders’ shares in 
the now worked-out silver deposit at 

Broken Hill, west of Sydney, which 
gave the company its name. 

From that conservative background, 
BHP’s newly espoused internationalisa- 
tion may take it further in the next 10 
years, geographically at least, than it 


has been in the past 100 in search of low- 
cost, high-quality mineral reserves. 
Australia has plenty of rich reserves, 
but it also has high taxes and production 
costs. 

Among various examples given by 
company officials of diminishing 
domestic returns are that BHP's Utah 
coalmines in Queens- 
land pay A$4 in taxes 
for every dollar of 
post-tax profit; that 
the top marginal tax 
rate on older oil from 
the Bass Strait fields 
is 87%; while an en- 
gineer at Mount New- 
man, the major West- 
ern Australian iron- 
ore deposit of which 
BHP is manager and 
30% owner, says that 
even though the de- 
posit is one of the 
richest in the world, it 
might not be worth 
developing at today's infrastructural 
costs. "New mines," observes Adam, 
"are not exactly going to be the thing of 
the future for quite a little while." 

Brian Loton, BHP's managing direc- 
tor, says the company does not have 
long-term targets for its ratio of over- 
seas investment, not least because any 
financial commitments to mineral 
exploitation. depend on the unpre- 
dictable results of exploration pro- 
grammes. 

He also maintains that there are con- 
tinuing opportunities for BHP to invest 
in new low-cost projects at home, citing 
as examples the gold deposit at Bod- 
dington in Western Australia, and the 
as-yet unproven potential for oil in 
areas of the Browse Basin off the north- 
west Australian coast. “We will take 
what opportunities we can identify in 
Australia or elsewhere that will best fit 
our needs and serve our markets," says 
Loton. "We are going to become a more 
globally oriented company, but I cannot 
quantify that." 


HP can afford to take an aggressive 

view of new investment thanks to rec- 
ord production of Bass Strait oil, coupled 
with a recovery in profits from its steel- 
making, which had made losses in 1982 
and 1983. Finding new oil reserves to 
supplement Bass Strait, where produc- 
tion is expected to decline from 1988, is 
a top group priority; so is containing 
wage pressures which could erode the 
hard-regained steelmaking competi- 
tiveness. 


Adam; BHP head office: offshore shareholders. — 
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For the moment, group cashflow 
is strong — sufficiently so to sup- 
port A$1.42 billion of capital — 
ture in. 1984-85, while still reducing 
borrowings by a net A$130 million. “We 
have just turned the corner," says 
Adam, "and seen the cashflow which 
can become available when you are in 
profit." 

The company has been helped by the 
weakening of the Australian . dollar, 
which fell sharply in February. It re- 
ceives about 40% of its overall sales re- 
venues (A$7.1 billion in the year to 31 
May) in US dollars, but incurs 85-90% 
of its costs in Australian dollars. Its 
largest single customer is Japan, to 
which sales last year totalled A$1.1 bil- 
lion out of total group exports of A$2.4 
billion. 

Despite this relationship, BHP’s yen 
revenues are negligible — largely be- 
cause Japanese importers have tradi- 
tionally preferred to pay in US dollars, 
but also in part because BHP managers, 
at boardroom and mine level, are wary 
of an additional exposure to a currency 
with what they regard as a managed ex- 
change rate. 

The big-ticket items which have so 
far featured on BHP's shopping list are 
its Utah International and ERG acquis- 
itions, which cost the group A$2.4 bil- 
lion and A$590 million respectively. 
Utah's major assets are investments in 
Australian coal mines. But both groups 
have brought with them additional 
Overseas opportunities. 

ERG (now renamed BHP Petro- 
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— its pre-acquisition reserves 
of 26 million barrels of oil and 236 bil- 
lion ft? of natural gas by finding aad 
evaluating new oil and natural-gas pro- 
jects for BHP in North America and 
other Western regions. 

Utah has major copper interests, in- 
cluding its wholly owned Island Mine in 
British Columbia, Canada, which has 
an annual capacity of about 115 million 
Ib of copper. It also owned, at the time 
of BHP's takeover, half of the Escon- 
dida reserve in Chile, believed to be the 
largest undeveloped high-grade copper 
ore body in the world. 

Exploitation of the reserve has been 
delayed by the reluctance of Getty Oil, 
Utah's original partner and now a sub- 
sidiary of Texaco, to commit itself to its 
share of the estimated US$1.6 billion 
project cost. BHP announced on 20 Au- 
gust that it was buying the remaining 
50% of Escondida from Texaco, with a 
view to selling 40% of the project on to 
other parties. 

BHP is also a 30% shareholder in the 
Ok Tedi copper and gold mine in Papua 
New Guinea. While exploitation work 
is going ahead, the pro has been suf- 
ficiently problematic tor BHP to have 
decided to write off its A$97.5 million 


PERFORMANCE BY BUSINESS 





SEGMENT 
(Net profit in A$ million) 











equity investment against the group's 
1984-85 profits. 

BHP's major new Australian invest- 
ments are both in the energy field: par- 
ticipation in the A$11 billion North- 
west Shelf gas project, and the A$1.8 
billion development of smaller oil- 
fields in Bass Strait. BHP owns 42% 
of the Northwest Shelf's first phase 
which comprises the supply of piped gas 
to Western Australia — and a 25% in- 
terest in the export phase, the basis of 
which is a long-term contract with eight 
Japanese utilities for the export of 6 
million tons of liquefied natural gas 
(LNG) annually for the 20 years from 
1989. 

BHP has not said how much profit 
it expects to make from the LNG ex- 
port sales, which will be priced accord- 
ing to a formula based on world oil 
prices. 

The new phase of Bass Strait invest- 





FAR EASTERN ECONOMIC REVIEW e 5 SEPTEMBER 1985 





" : 
300 = 
200 = 
0 = % 
j| 79 
šf —200- 1981 1982 1983 1984 1985 
EjPetroieum = ij Minerais ZZ Steel 
L ht Corporate items Utah 
: Bil Lysoc O O Loton: local projects. 


a Pee ttv aa d 
ment, sharec jointly with sso, is aimed 
at unlocking a further 208 million bar- 
rels of crude oil, to help offset the de- 
clining yield from existing wells ex- 
pected after 1988. Bass Strait pro- 
vides two-thirds of Australia's crude 
oil, and accounted for almost all the 
A$484.7 million contributed by petro- 
leum activities to the A$774.2 million 
consolidated net profits (before minori- 
ties) reported by BHP for the year to 31 


May. 
O n a smaller scale, BHP is nurturing 
hopes for its 50% interest in areas 
of the Bonaparte Gulf, off Australia’s 
northern coast. A commercial oil reserve 
has already been found there at Jabiru, 
and will be developed next year. The 
company is participating in the explora- 
tion of China's offshore oil prospects, 
and also holds a 20% share of the con- 
sortium prospecting for oil onshore at 
Hainan Island, off the southern Chinese 
coast. 

BHP has a good record of domestic 
oil and gas exploration. In the period 
1979-85, it paid for 7.3% of all such ex- 
ploration, while finding 21.3% of the oil 
and 10% of the gas discovered. But 
some analysts are less happy about its 
continuing commitment to investment 














in steel production. As part of a tripar- 
tite agreement with government and 
unions to improve steel-industry pro- 
ductivity, BHP — Australia's only sub- 
stantial steelmaker — has committed it- 
self to capital investments exceeding 
AS850 — between January 1984 
and December 1987. 

At the same time it is reducing out- 
put and improving productivity. The 
steel division workforce fell from 
41,700 in May 1982 to 27,300 in May 
1985, a drop of 36%, while raw steel 
production over the period fell from 7.2 
million tons annually to 6.1 million, a 
drop of 15%. 

Depreciation of the Australian dol- 
lar has helped make BHP one of the 
cheapest steel producers in the world. It 
remains committed to the business, 
perhaps even to the point of considering 
buying a sizable US steelmaker. The 
contrary view is that the steel division 
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leaves BHP itu 
return to the cyclical losses of 1982-83, 
while exposin 
and to intensifying competition from 
other Pacific producers such as South 
Korea, China and Japan whose export- 
ers are squeezed by US market-share 
quotas. 
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BHP's forward planning is marked - 


by a commitment to grow by expand 
rather than diversifying its business ac- 


tivities. It turned down, for instance, 


overtures from some of the 16 foreign 


banks which have been invited to open 


full-service banking subsidiaries in Aus- 
tralia, and which had sounded out BHP 
as a local shareholder. Adam says the 
company felt that any benefits which 
might be derived from going into the 
banking business would be outweighed 
by a deterioration in the service re- 
ceived from other banks, to which BHP 
would become a competitor as much as 
a customer. 

BHP is constantly searching out 


new markets for ity produe — selling 
€ 


manganese to the Soviet Union, and 


coal to Hongkong, for example. But - 


Loton is dubious about developing 
those skills and contacts into a general 
trading arm. 

"We don't envisage ourselves being 
one of the Mitsuis of this world," he 
says. "That is not within our compe- 
tence." Adam, who took over BHP's 
corporate planning function this year, 


says there are “a whole gaggle” of busi-* 


nesses that are sufficiently closely re- 
lated to BHP's existing interests to 
merit serious consideration for diversifi- 


cation. Among these, he cites ceramics, — 


waste disposal, steel building materials 


and shipping. 
According to another BHP exe- 
cutive, “Brian [Loton] takes the 


view that we should stick to the things 
that we know about to the extent that 
we can employ our resources by doing 
so.” 


While this may appear a conser- — 


vative strategy, on a long-term 
view such a single-minded commit- 
ment to natural resources bets the 
future of the company on intelligent 
guesses about where minerals will be 
found. 


BHP has been fortunate enough to 
grow up in a domestic environment of 
exceptionally rich natural resources, 
protected by Australian law from the 
full force of rival investment from over- 
seas. 

As it moves offshore, it has to com- 
pete increasingly against other, bigger 
resources groups, in unfamiliar and less 
stable political climates. Two develop- 
ments worth tracking, as indicators of 
the company's developing fortunes, will 
be the degree of success with which it 
can integrate Utah with its own minerals 
division; and whether ERG can be any- 
where near as successful in its oil and gas 
exploration overseas as BHP has been 
on its home base. o 
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Despite its size, BHP worries about predators 


stockmarket capitalisation of A$7 

billion (US$4.9 billion) should 
make BHP an all but inconceivable 
takeover target, at least for any local 
predator. But in Australia, as in the US, 
aggressive stockmarket operators en- 
joving credit facilities out of all propor- 
tion to their size have effectively re- 
pealed the conventional rules governing 
unsolicited bids. 

Robert Holmes à Court and John 
Spalvins are probably the most highly 
regarded Australian corporate raiders, 
and it is their names which are most fre- 
quently linked to periods of heavy trad- 
ing in BHP stock and options. Holmes 
à Court, recently rated Australia's rich- 
est man, controls Bell Group, a re- 
sources and media conglomerate with a 
stockmarket capitalisation of A$650 
million. Spalvins controls Adelaide 
Steamship, an entrepreneurial and di- 
versified investment group. 

Holmes à Court has in fact already 
made two open-market moves on BHP, 
the first in 1983 offering shares in his 


^ BHP SHARE PRICE 


(ADJUSTED FOR ISSUES) 


AS7.20 on 20 August 


'81 '82 '83 
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(Years ended on 31 May) 





own Bell Group in exchange for BHP 
scrip. Nobody, probably not even 
Holmes à Court himself, expected many 
acceptances, but it was an unusual and 
clever excercise both in self-publicity 
and fund-raising. The second move was 
a partial tender offer in 1984, to which 
BHP responded with a legal challenge. 
The two moves between them brought 
Holmes à Court slightly less than 496 of 
BHP. 

Australian brokers say the 1983 bid, 
or at least the interest which it stirred in 
the market, hit one or two raw nerves at 
BHP. They say it made the company 
start thinking hard about the undervalu- 
ation of its shares relative to asset back- 
ing, and about its hitherto uncom- 
municative manner towards fund mana- 
gers and analysts. Brokers say BHP 
began answering inquiries, providing 
analytical data and cultivating investor 
relationships where traditionally it had 
stonewalled. This year, for instance, the 
company followed its preliminary pro- 
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fits announcement with a two-day semi- 
nar featuring presentations and ques- 
tion-and-answer sessions with all of its 
top managers. 

BHP is frank about the change of at- 
titude, even if it discounts the signifi- 
cance of Holmes à Court in bringing it 
about. "We have recognised," says fi- 
nance general manager Geoff Heeley, 
"that for the sharemarkets to fully value 
a stock, they must be fully informed . . . 
There is little doubt that we underesti- 
mated the role we needed to play in this 
process." 

Heeley's efforts extend far beyond 
Australia. He believes that BHP stock is 
still not yet fully valued by the market, 
and that one reason for this is that BHP, 
which acounts for 10% of the total Aus- 
tralian stockmarket capitalisation, has 
outgrown local investment  portfo- 
lios. 

"The Australian capital market," he 
says, "from what we are able to con- 
clude, is saturated with BHP stock . . . 
The UK market, supplemented by con- 


tinental Europe . . . is a useful market, 
but may be inadequately informed. We 
are moving to improve our communica- 
tions there." 

Heeley points to what he says has 
been "our failure to educate overseas 
markets, particularly the US and Japan, 
on the strength of BHP." 


he company reckons that about 

25% of its stock is currently benefi- 
cially owned by foreigners, though most 
of that quantity is held through Austra- 
lian investment accounts, including 
nominees. As a matter of principle, the 
company would like to increase that 
proportion, to broaden the shareholder 
base and increase potential areas of de- 
mand for the stock, but seems unde- 
cided as yet on quite how much. 

A foreign shareholding in excess 
of 40% would void BHP's status as 
an all-Australian company, making any 
major new projects in Australia sub- 
ject to review by a government board 


qm, SA ori’ AX 





R ak 2 hd ee ee 


with power of veto over foreign invest- 
ment. 

Heeley says BHP has not yet decided 
what it would do if foreign ownership 
seemed likely to rise above 40% — 
whether, for instance, the company's 
board would embrace such a develop- 
ment, or whether it would seek powers 
to prevent it. Although the current offi- 
cial attitude towards foreign investment 
is liberal, it is hard to imagine the Aus- 
tralian Government, sensitive to chau- 
vinistic popular feeling, welcoming too 
large a drift in BHP's ownership off- 
shore. 

Overseas investment managers may 
reasonably wonder whether they are 
being offered the chance to buy up to 
another 15% of BHP, or up to another 
75%: Heeley says that, so far, none of 
them has asked. 

The near-tripling of BHP's' share 
price over the past two years has taken 
much of the asset-stripping attraction 
out of a takeover: the stockbroking firm 
Meares and Philips has estimated net- 
asset backing at about A$8.43 a share, 
compared with a current market price of 
slightly more than A$7. Meares analyst 
Ian Story believes one,of the main fac- 
tors limiting BHP's attraction to invest- 


EARNINGS AND DIVIDENDS 


(ADJUSTED) 


ors is its dividend payout ratio, repre- 
senting 39% of last year’s net profit, and 
placing the shares on a yield of less than 
5% at a A$7 market price. Heeley says 
the dividend policy is being “reviewed,” 
but that the company’s conservative 
distribution reflects a positive desire 
to keep the balance-sheet flexible 
enough to move quickly into large in- 
vestments and acquisitions such as 
Utah. 

Some analysts say a corporate raider 
who could find the credit for an assault 
on BHP might hope to profit by pressur- 
ing the company to hive off its low- 
yielding steel-making activities, in order 
to secure a higher rating for its natural 
resources. While the BHP share price ts 
as strong as it is now, the risk of a bid 
must be reckoned slight. But the need 
which the company has recognised is for 
a shareholder base sufficiently diver- 
sified and committed to reduce its vul- 
nerability during cyclical troughs. 

— Robert Cottrell 
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Science harnessed for 
the greater profit 


ure science has little place in 
BHP's enthusiasms. Although 
it runs Australia's vate 
research laboratories, on a b: 
last vear of A$38 million (US$26.8 
Nie tee the scientists’ brief is to 
e company improve the 
ductivity of its state activities, 
rather than range off into blue-sky 
invention. 


In a moment of vision or weak- 
ness, however, the compan 


ety under its wing Ralp 
, an effervescent inventor 
who claims to have made funda- 
mental advances in combustion-en- 
gine design, producing car engines 
which are lighter, faster, smaller 
and more fuel-efficient than con- 
ventional designs. 

BHP vered Sarich when he 
appeared on an Australian TV pro- 
gramme in 1972 receiving an “In- 
ventor of the Year” award. His 
ideas impressed one of BHP's 
senior research staff, who managed 
to infect the board with his en- 
thusiasm. BHP has since nt 
more than A$10 million on Sarich's 
research, in which it is a 50% - 
ner, while Sarich has tu his 
own half-share into a highly rated 
stockmarket trust. 

Sarich's original hope of produc- 
ing a wholly new four-cycle *orbital 
engine" has gradually evolved into 
a tighter focus on two more gener- 
ally applicable innovations: a 
power-booster for marine outboard 
engines, and a hi-tech fine-spray 


fuel-injection system for improving 


passenger-car peformance. 
Sarich is his own best promoter. 


He recently told an Australian TV 
interviewer that within 10 years, 
^ —— the world's cars 
co using Sarich-designed en- 
gines, vielding export — € 
A$8 , and producing fuel- 
consumption savings worth A$1.4 
billion annually in Australia 
alone. 

While claims like that tend to 

some 


son the BHP eae. 
system, at an 
, 

rate, represents a worthwhile aan 
commercially e ble innova- 
tion. Even if it not, Sarich's 
flashing oscilloscopes make for a 
burst of colour across the greys and 


blacks of BHP's hyrdocarbonic - 
landscape 


* — Robert Cottrell 
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Northwest Shelf treatment plant: massive resources. 









One last mega deal 


Negotiations over a huge LNG scheme end successfully 


By Hamish McDonald in Sydney 
ie gii by eight Japanese power 
and gas utilities on sales contracts 
have finally given the go-ahead to Aus- 
tralia’s biggest resource project — the 
Northwest Shelf liquefied natural gas 
(LNG) scheme — after 14 years of un- 
certainty about its marketability, 

Suspense about the contracts had 
continued until the closing months of 
negotiations, with doubts about the via- 
bility of the discoverer of the gas re- 
source, Woodside Petroleum, causing 
its partners BHP Petroleum and Shell 
Australia to move in with a takeover be- 
fore expanding Woodside's issued capi- 
tal (REVIEW, 25 Apr.). 

Under voluminous contracts, the 
eight buyers (Tokyo Electric, Chubu 
Electric, Kansai Electric, Chugoku 
Electric, Kyushu Electric, Tokyo Gas, 
Osaka Gas and Toho Gas) will begin 
taking LNG shipments in October 1989. 
These will reach a peak output of 6 mil- 
lion tonnes a year to continue for the 
rest of the 20-year contract. 

On the selling side, the final line-up 
sees six partners with equal shares: 
Woodside, BHP, Shell, British Petro- 
leum, California Asiatic (a Chevron 
subsidiary) and Japan Australia LNG 
(MiMi), a joint venture of trading com- 
panies Mitsubishi and Mitsui. With 
nearly 40% equity each in Woodside, 
BHP and Shell have additional benefi- 
cial weighting. 

The six will shoulder equal shares of 
the capital cost of the LNG export 
phase, estimated at 489.8 billion 
(US$6.9 billion) including allowance for 
inflation. With some A$2.2 billion al- 
ready spent on the project's domestic 
phase supplying gas by pipeline to 
Perth, the total investment comes to 
AS12 billion. In relative size to the 
economy, the Northwest Shelf project is 
put at double that of the Snowy Moun- 
tains hydroelectric scheme that gal- 
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vanised Australia's post-World War ll 
recovery in the late 1940s and early 
19505. 

On top of this, the partners will also 
provide seven LNG tankers, worth 
about A$2 billion in total, to run a shut- 
tle to Japan. The Japanese partner 
MiMi gets a particularly good deal out 
of this, no doubt as part of the price for 
its decision to join the project in 1984. 
The six partners will own in equal share 
five of the tankers, while two will be 
supplied on time charters by MiMi, 

The prime construction contract has 
already been allocated to the same con- 
sortium of Kellogg Overseas Corp., 
JGC Corp. and Raymond Engineers 
Australia which undertook the domes- 
tic phase. Major work includes a 
liquefaction plant near Dampier, next 
to the existing domestic plant, and by 
1993, a second offshore platform 30 km 
from the present North Rankin “A” 
platform, which stands about 130 km 
offshore. Between 1997 and 2000 a third 
platform will be built. 

At peak, the project would earn 
about A$2 billion a year at 1985 oil 

rices. In a recent talk in Melbourne, 
3HP Petroleum executive general man- 
ager Russell Fynmore put the total 
value of the contract at A$50 billion. 
BHP information puts total operating 
costs to 2007 at A$10.7 billion in dollars 
of the day while officials in Canberra say 
government revenue would be "several 
hundred million" a year at peak output. 
Profits will thus be substantial, officials 
said, without reaching the level of the 
BHP-Esso oil fields in the Bass Strait. 

The economic value of a single A$2 
billion jump in exports is substantial, 
coming when markets for other re- 
sources appear to have reached a plateau. 
[n addition, the project may open further 
incremental sales around the Pacific re- 
gion in the coming decade. i 
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BUDGETS 


Works in progress 


Keating tackles only one of Australia's big problems 


By Hamish McDonald in Sydney 
he Australian Government's new 
budget has won guarded applause 

from financial markets for its sober ap- 

proach which promises a sharp reduc- 
tion of the deficit. But that is only one of 

Australia's economic problems, and ac- 

companying official papers make it 

clear that regained competitiveness and 

a reduction in foreign debt is by no 

means sure, despite the Australian dol- 

lar's fall earlier this year. 

Federal Treasurer Paul Keating 
forecast a budget deficit of A$4.9 billion 
(US$3.5 billion) for the 1985-86 year 
(ending 30 June), compared with the 
A$6.7 billion deficit last year. With pre- 
dicted economic growth of about 4.5% 
over the year, this would reduce the de- 
ficit from 3.3% to 2.1% of gross domes- 
tic product. 

With a clampdown on capital spend- 
ing, Keating managed to keep budget 
growth to 8.4% (at 1.3% in real terms, 
the lowest rise in six years) while 
reaping the benefit of a 12.6% increase 
in revenue occurring with only minor 
adjustments to taxes. A jump of almost 
AS800 million in profit on Reserve 
Bank operations, mostly from foreign- 
currency sales after the market devalua- 
tion, also helped. 
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. Strategy of 
retreat 
AN contrast to its counterpart across 
E. — Sea, the Australian 
M of Prime 
- Minister. Bo Hawks is in humilia 
retreat from ambitious plans advance: 
by Treasurer Paul Keating to revamp 
P _ the country's tax system. ping shift 
Keating proposed a swee 
. to a general 12.5% retail tax on goods 
.. and services that would have reversed 
| . Australia’ s advanced case of income- 
— bracket “creep” (the top tax rate of 
Pun bots sadi t 
average —À; 
. An ill-advised attempt by Hawke to 
a national consensus about the 
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Eseia interest at a national tax sum- 
Ec vasos, big 
t a 
_ with trade-union leaders behind Keat- 

x back (REVIEW, 18 July). 

This modification set aside the 
a 12.5% services tax, while extending 
ae existing system of wholesale taxes 
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led to a predictable outburst of 


The immediate reaction of financial 
markets here even the most favour- 
able deficit predictions had been around 
A$5.5 billion — was moderately posi- 
tive at first. But doubts set in within a 
day. This wavering is likely to continue 
for at least another six weeks, during 
which Prime Minister Bob Hawke and 
Keating will have to fill in two key gaps: 
the shape of wages policy and tax re- 
form. 

Tax changes, orthe lack of them, will 
count heavily in the medium-term out- 
look. But wage restraint emerges as the 
key problem for Keating in getting Aus- 
tralia to make the best use of the decline 
of the Australian dollar. 

Keating said the depreciation had 
put Australia "back in business." But 
this regained edge will be lost if the 
higher import component of prices was 
recycled through the regular six- 
monthly indexation of court-awarded 
wages under a formal “accord” between 
| government and trade unions. The ET 
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ernment would therefore argue at Con- 
ciliation and Arbitration Commission 
wage-case hearings for this import com- 
ponent to be discounted from the next 
two wage adjustments (September, for 


January-June price movement, and 
next April, for the July-December 
half). 


One trade-off which seems to be 
emerging in the economic debate is one 
about which Keating will be able to 
make only tentative promises and which 
would certainly test the sophistication 
of Australia’s powerful unions: easier 
monetary conditions. 

The lower deficit, combined with a 
ceiling imposed earlier this year on 
state-government borrowings, should 
bring the gross public-sector borrowing 
requirement down about 1.5 percentage 
voints to 5.6% of GDP, Keating said in 
his budget speech. At the same time, 
monetary conditions would be kept 
"firm" during the year, though the 
Treasury has remained steadfast against 
re-introduction of simple targeting 
using such yardsticks as M3 or broad 
money supply during a period of finan- 
cial-sector liberalisation. 

Keating said this combination of fac- 
tors should “significantly reduce pres- 
sures on domestic capital markets” dur- 
ing the year. He stopped short of saying 
this would lower interest rates — cur- 
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Australia’s booming foreign de bt 
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on a number of luxury goods. Along 
with heightened income-tax collec- 
tion, this still provided enough re- 
venue for a t lowering of tax 
scales (with top rate reducing to 
48%) and full “imputation” of com- 
income tax on di- 


ustment has also been 


would 
5 billion 


(US$1.76 billion) in a full year, the in- 


come-tax cuts and adjustments to pen- 





a separate statement in 





Note: Figures in parentheses show percentage ot GOP. 
Includes foreign investment in domestically issued Commonwealth Government securities, 
Commonwealth external borrowings and external liabilities of official monetary institutions. 

Borrowings by government-owned or controlled enterprises. " 
(1) Includes private non-monetary sector borrowings and external liabilities of non-official monetary |. 


(2) Includes some liabilities to non-rosidents 
(3) Lending by local enterprises to non-residents plus external assets of non- -olficial monetary 


(4) Gross debt minus official reserve assets and Australian lending overseas. 

(5) Since most of Australia's external debt is denominated in foreign currencies, the Australian dollar 
value of debt is sensitive to movements in the exchange rate 

All figures except reserve assets are treasury estimates 





though any new measures are unlikely 
to have much impact in 1985-86. 
Effectively, the government is left 
with the bare Option A of its . 
Tax White Paper. This includes a rein- 
forcement of collection mechanisms 
rtly through use of taxpayer iden- 
d dde). Cie of some tax shelters - 
such as "negative-gearing" of ERE 
erty purchases, a tax on companies 
22 — — en 
ness —— jr 
Scope for income-tax cuts is corres- 
pondingly reduced and will be concen- 
trated af the upper end of the scale. 
The top rate could be cut to 52% as 
suggested by the White Paper. * 
— Hamish McDonald 
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rently in the 16-17% rat : 
cial borrowers, and 14.5% for private 
housing loans — no doubt because the 
degree of tightness maintained by the 
Reserve Bank will depend very much on 
the outlook for inflation. 

Keating made the connection be- 
tween lower interest rates and the pri- 
vate-sector expansion that would wind 
back the current 8.2% unemployment 
rate and sustain economic recovery. 
Unions have tended to look after those 
sull in the workforce and paying their 
dues more than the unemployed, but 
the high pope: of wage earners 
paying off home mortgages and per- 
sonal loans adds another twist to the ar- 
gument. 


posee bureaucrats have also voiced 
concern in the budget papers that 
regained competitiveness from the de- 
preciation be maintained to reduce the 
level of the current-account deficit, 
which is “not viable indefinitely." The 
deficit, which reached A$10.16 billion 
in 1984-85, has pushed net external debt 
to A$52 billion — or 25.1?5 of GDP — 
while the debt-servicing ratio has nearly 
tripled to 14.4% since 1979-80. 

The Treasury pointed out that de- 
preciation initially worsened foreign- 
debt problems, increasing the Austra- 
lian-dollar value of principal and in- 
terest servicing. Only in the longer term 
would a narrowing of the current ac- 
count occur and moderate the build-up 
of debt. 

"Some concern has been expressed 
that Australia's growth potential might 
be constrained in the period ahead by 
the current account, particularly with 
the world economy likely to be growing 
at a rate significantly slower than that 
forecast for Australia," it said. 

"Such concerns stem from a belief 
that, if exports are responding to slow 
world growth while imports are re- 
sponding to strong demand in Austra- 
lia, the current account will continue 
under pressure and external indebted- 
ness increase. With slow world growth, 
world commodity prices are unlikely to 
recover and Australia's terms of trade 
are likely to remain weak. Moreover, 
the increasing burden of servicing the 
growing external debt may operate to 

inder reductions in the current-ac- 
count deficit,” it continued. 

The Treasury itself sees the external 
account improving moderately this 
year. Imports should fall by 2% and ex- 
ports rise by 4.5% , with services such as 
tourism helping to outweigh poor com- 
modity prices. The current-account de- 
ficit should widen slightly (in nominal 
terms) to about A$10.7 billion, but de- 
cline from 4.9% to about 4.6% of 
GDP. 

It also pointed out that export vol- 
umes had performed well despite poor 
prices, and resource investments made 
in the early 1980s should in time in- 
crease export income. Oo 
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By Colin James in Wellington 


tealing a march on his Australian 

Labor Party colleagues who lost 
their political will for wholesale tax re- 
form, New Zealand is to shift the bur- 
den of individual taxation from wages to 
consumption under a propos unveiled 
by Finance Minister Roger Douglas in 
late August. 

Douglas expects that the overhaul of 
New Zealand’s tax system will increase 
the budget deficit only slightly, while 
providing room for revision in later fis- 
cal years. When the changes take effect 
on 1 October 1986, New Zealanders 
should see their income-tax bills fall b 
about 20%. At the same time, they will 
face a 10% value-added tax (VAT) on 
all goods and services, and company tax 
will rise by three percentage points. 

Douglas proposes to reduce the top 
income-tax rate to 48%, cutting in at 
NZ$30,000 (US$16,216), where now a 
rate of 56.1% applies. The lowest rate 
of 15% (down from 20%) will apply up 
to NZ$9,500 of taxable income and in 
between the rate will be 30%. Overall, 
in a full year, Douglas expects this to cut 





NZ$2.05 billion off the country’s per- 
sonal-income-tax bill of NZ$10.68 bil- 
lion (in 1986-87 dollars). 

In its place, he aims to raise NZ$2.7 
billion from a flat 10% VAT on all 
goods and services except financial ser- 
vices, rents and businesses with annual 
turnover of less than NZ$24,000 (all 
exempted on the grounds of the imprac- 
ticality of taxing them). With the re- 
moval of existing selective wholesale 
sales taxes, the net return is forecast at 
NZ$1.41 billion. 

Some selected indirect taxes will re- 
main in force — for example, on al- 
cohol, tobacco, gambling and cars (the 
last to prevent a sudden increase in de- 
mand, because the current tax ranges 
from 30-33%). Customs duty, the 
energy-resource levy and charges for 
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New Zealand revamps its tax structure to increase revenue - 
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taxes designed to pay for specific gov- | 
ernment-provided goods and services - 
will remain. '] 

The flat rate of 10% will mean that f 
prices for some goods will come down - 
because the existing sales tax is much — 
higher: white goods, for example. But | 
prices of necessities now es ] 
such as food and clothing, will rise. To. | 
compensate low-income earners, who | 
must spend a disproportionate amount | 
of their income on necessities, the gov- 
ernment proposes to overhaul its in- | 
come-maintenance systems, introduc- | 
ing a type of negative income tax, cost- _ 
ing a net NZ$303 million in a full year 
(in 1986-87 prices). d 

This move has angered unions, who | 
want a “living income" delivered — 
through the wage system. But Douglas, f 
though agreeing to an increase in the | 
present low statutory minimum wage 
(of NZ$100 a week), counters that the - 
economy cannot afford wage increases 
big enough to provide the offset. 

In a gesture to the disapproval of the 
unions and many members of his own | 
Labour Party, Douglas proposes to : 
raise corporate income tax from its cur- | 
rent 45% to 48% to equate with the top | 
marginal personal rate and to remove | 
the incentive for individuals to avoid tax 
by forming companies. Similarly, the — 
tax on fringe benefits (imposed on com- | 
panies in last November's budget) is to. | 
be raised to 48% to discourage com- | 
panies from providing some of the em- 
ployees' income in benefits so the em- | 
ployees can pay less tax. ae 


ouglas also struck at some other | 

tax-avoiding devices used by com- | 
panies: 3 
» With immediate effect, dividends on 
preference shares and interest on con- 
vertible notes or equivalent securities is- - 
sued to New Zealand companies by — 
overseas firms will be taxable if the pay- 
ment is deductible to the offshore firm. f 
By using subsidiaries and associate com- 
panies, New Zealand companies have | 
effectively been able to avoid tax this | 
way. i 
» Also stopped on 20 August was a | 
widely —— method of avoiding | 
of tax on ordinary share dividends | 
under which ownership of assets within - 
companies was manipulated to furnish - 
bogus capital gain for distribution | 
through dividends, which were accord- | 
ingly tax-free. In return, Douglas plans | 
to introduce a full imputation system on. | 
dividends from 1 April 1988, under | 
which company tax paid on profits dis- 
tributed as dividends will be credited to 
the individual taxpayer. Thus, tax- 
payers on the top marginal rate of 48% 


























unced after consultation with the 
.sector. (The government be- 
that at least NZ$100 million a year 
es are lost through non-declara- 
of interest payments as income.) 
Jther business-tax changes an- 
iunced were the elimination of a re- 
Ite on tax for overseas experts, which 
applied from 20 August, and minor 
nges to export and tourism-market 
elopment incentives. 

Broader reform of business taxes will 
await further study, which Douglas ex- 
ects to begin next year, including “the 
examination of the tax base.” This 


e Japanese economy grew steadily 
. the April-June quarter amid an 
n. in consumer spending and 
gthening of capital investment. 
th in real terms for fiscal 1985 


rts , which boomed in April and 


-appear to have levelled off, 


"because the stop-start China 
s entered a stop phase and US 
án key areas, such as semicon- 
rs, has been falling. But because 
eclining raw-material prices, par- 
y oil, the fall in import value is 
ected to more than offset the export 
ydown and push the current-account 
lus higher — it hit US$4.19 billion 
une. Import growth of 2.9% in April 
r the same month in 1984, was fol- 
iby an 11.2% and 12. 496 drop in 
and June, respectively. Most eco- 
nic forecasts are for a 1985 current- 
unt surplus of around. US$50 bil- 














-. Prime Minister Yasuhiro Nakasone's 
aly market-opening action programme 

not likely to balance US-Japan trade 
or cause a tlood of imports. Most of the 
oposed measures will take-effect over 
ee years or longer and the program- 
E c no measures that would 













Bie capital outflows are expected to 
press the yen. US long-term interest 
es stayed at least four percentage 





ig in part to the decision by Japan's 
urance companies, trust and long- 
m credit banks to cut the long-term 
me by 0.3 of a point to 7.2% in July. 
us, the US has continued to attract 
nese investment capital. Japan's 
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ment might as well cash in. by levying it 
ints higher than Japanese rates, 


and, 


| — Tokyo department. 


ipital gains this parliamentary 
term, due to end no later than Sep- 
tember. 1987. New Zealand- has no 
wealth tax and only a small inheritance 
tax. 

Douglas estimates that his changes 
will increase the budget deficit by 
NZ$737 million in a full year (in 1986-87 
dollars). But some NZ$390 million of 
this can be accounted for by uncompen- 
sated fiscal drag on incomes, so the net 
effect is relatively small. Because.of lags 
in collecting the new. VAT (businesses 
with turnovers of less than NZ$250,000 
— which comprise 78% of all businesses 
— will pay only every six months, com- 
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net capital outflow: in June sl skyrc 
to US$8.16. billion, double ‘the May 
level. 

Despite this, the yen strengthened to 
arange of 235-240: US$1 against a pre- 
vious range of ¥246-255. This was due 
largely to a downward revision of the 
US gross national product growth. The 
Bank of Japan (the central bank) has in- 
dicated it will reduce the official dis- 
count rate when the yen appreciates to 
the 220-230 range. 

Faced with the prospect of protec- 
tionist US trade measures, such as im- 
port surcharges, politicians from the 
ruling Liberal Democratic Party have 
been assessing the practicability of pre- 
empting such a strike with an export sur- 
charge on the grounds that if there were 
to be a trade tax, the Japanese Govern- 














first. But bureaucratic resistance to such 
a tax is strong. | 

Private consumption looks healthy 
as the largest contributor to. 
domestic demand, may take some heat 
off Japan's export surge. Household ex- 
penditure has shown signs of 'strong re- 





























should RRL is not oe at bou 396 of 
gross domestic product im 1986-87 and 


below. 3% in 1987-88 (compared with. 


9% in 1983-84). So, Douglas has left 


himself room to provide anticipated in- 


come-tax cuts from the beginning of the 
1986-87 year, if the awards from the 
next wage round (about to begin) are 
not too high and if general economic 
performance can stand it. The VAT is 
estimated by the government to add no 
more than 5% net to prices. But no al- 
lowance in Douglas’ calculations has 
been made for the effect of this rise on 
spending, which is assumed to remain 
constant. 


rose 7.2% in May over the same month 


in 1984, the highest growth rate since 


January 1982 — while plant 
and equipment investment 
has started to rebound from 
the sluggish January- -March 
quarter. 

Moreover, the govern- 
ment has brought back to life 
several large-scale construc- 
tion projects, many of which 
are remnants of former prime 
minister Kakuei Tanaka's 
reign, in an attempt to stimu- 
late domestic investment. 

Some projects may be de- 
layed by indecision over the 
optimum ratio of government 

to private spending. Jardine Fleming 

(Securities) reckons that even if all 

of the projects were to proceed, their 
total contribution to investment and 
to GNP would amount only to around 

*1 trillion or about 0.3% of GNP 

— not nearly enough to absorb an 

annual surplus of savings over invest- 

ment, which has been estimated at Y 6.4 

trillion in fiscal 1983 and is much higher 
now, 

A sharp slowdown in corporate-pro- 
fit growth is now forecast by major eco- 
nomic research institutes. All-industry 
recurring profits for fiscal 1985 are gen- 
erally expected to rise only 5.6% on re- 
venue growth of 4.6%. That compares 
with profits up 27.1% on a revenue in- 
crease of-8.7% in fiscal 1984. But the 
ratio of recurring profit to net sales is ex- 
pected to rise slightly, indicating in- 
creased efficiency. 

The budget guidelines for fiscal 1986 
point to a 1.5% rise in general-account 
expenditure, a 7% jump in defence 
spending, zero AAR in public-works 


Outlay and an increase of 10% in over- 
seas development, assistance. 
ales | - 


— - Bruce Roscoe 
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Idle foreign currency balances after WorldLink. 


Now there's a way to sim- 
plify your foreign currency 
requirements. 

It's called WorldLink" —a 
better way for you to Issue 
cheques in the major world trad- 
ing currencies. 

With WorldLink idle 
accounts in each currency are not 
required. Yet, it offers a single 
payment system in currencies 
that represent more than 9096 of 


C Citicorp Services Incorporated, A Citicorp Company 1985 


cross-border transactions world- 
wide. 

And with our exclusive 
WorldLink software program for 
your IBM PC-XT, you can com- 
pletely automate cheque issuance 
and reconcilement and directly 
access your issuance information 
on the CRS database. 

You get private branded 
cheques, fast global clearing, 
complete reconcilement, respon- 


sive customer service, advanced 
security features and improved 
cash management — with either a 
float sharing or fee based settle- 
ment program. 

For more information, 
contact your Citicorp/Citibank 
representative. 


CITICORP © WORLDLINC 


emittance Service 


A better way to move money 
around the world. 


The Look of Success 





How do you measure prestige and value in a car? Do you look for 
world-beating safety and outstanding quality? Do you look for 
performance, handling and legendary reliability? Do you look for 
unequalled durability based on superb workmanship? Do you look for a 
host of built-in Juxury-and- comfort features? 

If so, what you're looking for sounds remarkably like the cars in 
the new Volvo 760 series and /40 series. 

But don't just take our word for it. You can visit your nearest Volvo 
showroom and see for yourself. 

There's the versatile 740 GLE, and the exciting 740 Turbo. The 
luxurious 760 GLE and the high performance 760 Turbo. All of them 
safe, reliable and very Volvo. 


VOLVO 


For further information, please contact: BRUNEI United Motors Sdri Bhd, Bandar Seri Begawan. HONG KONG: Cimbria Motors Ltd 
INDONESIA: Pt/Central Sole Agency, Jakarta, JAPAN. Teijin Volvo Corporation, Tokyo, MALAYSIA: Federal Auto Holdings Berhad, Kuala Lumpur 
SINGAPORE. SM Motors Pte Ltd, SOUTH KOREA: Arlee Associates Ltd. Seoul. TAIWAN. Cannon Taiwan Limited l'aipel, THAILAND Swedish Motors Corporation Ltd 
Bangkok. For personal export, please contact your nearest Volvo Dealer or Volvo Tourist & Diplomat Sales, S-405 08 Goteborg. Sweden 










e HONGKONG companies have pros- 
pered by keeping their eye glued to fi- 


nancial advantage and not worrying | 
about politics. But increasingly politics |. 
are in command in the territory, atleast | 


as far as relations with China are con- 
cerned. So Swire Pacific may just be be- 
ginning to wish thatit had sold off to the 
public a chunk of its 70%-owned sub- 
sidiary Cathay Pacific before China- 
linked groups dreamed up the idea of in- 
stant "local" airline Dragonair to com- 
pete with "British" Cathay. It's not too 


late, but with Singapore Airlines (SIA). 


and British Airways set to go public, the 
airline issue skies are getting crowded. 
And a public offering by Cathay now 
might just look too much like a public 
relations counter to Dragonair. 

But it should not be ruled out. A 
Hongkong administration accustomed 
to yielding tó most Peking wishes is un- 
likely to give Cathay persistent support, 
so it may need to take the offensive to 
identify more closely with Hongkong. It 
| has no claim on a monopoly of Hong- 
| kong air traffic rights. But at least until 
China opens up routes from Hongkong 


to its cities there seems to be no reason — 
for Hongkong to offer any to Peking's. 


stoolpigeons. (China's CAAC has 55 
out of 62 flights a week between Hong- 
kong and Chinese cities.) 


In fact, Cathay can reasonably claim - 


to be predominantly Hongkong owned. 
Swire's British parent now holds only 
27% of Swire Pacific capital (though 
46% of voting rights). The other 30% of 
Cathay is owned by the Hongkong Bank 
group which is predominantly locally 
owned. These facts may cut little ice with 
Chinese cadres obsessed with racist no- 
tions of nationality. But they might 
count for more if tens of thousands of 
Hongkong people held a stake directly 
in Cathay as well as through its parent. 
Swire may not have quite missed the 
public boat. Recurrent earnings at 
Cathay, which were at record levels in 
1984, should still be stronger in 1985 
helped by lower fuel prices and interest 
rates, and the recent decline of the 
Hongkong and US dollars. Cathay does 
not publish earnings figures, but judg- 
ing from Swire accounts pre-tax earn- 
ings last year were around HK$1 billion 
(US$128.2 million), of which a net 
HK$200 million was in items which 
should be treated as exceptional 
(mainly aircraft sales). This year it may 
well be able to reach that figure without 
exceptional items. | J 
On a price-earnings ratio (p/e) of 


eight, the airline might be worth HK$8 


billion, so if Swire reduced its stake to 
50% by selling 28:696 of its stake to the 
public — giving the public 20% of Cathay 





— it could in theory raise HK$1.6 billion 


appear more conservative, even though 
operationally Cathay has been more 
cautious, concentrating on yield rather 
than volume. , 
.. Buteven at a p/e below eight it could 
well be worthwhile for Swire. After all, 
 Cathay's assets are increasingly just 
poc m been selling planes and 
leasing instead, which may be wise fi- 
nancially but makes the balance-sheet a 
— — touch peculiar — the 
book value of air- 
craft and related 
equipment at the 
end of 1984 was 
Fed just HK$596 million 
while lease commitment, some dating 
beyond 1997, were HK$8.6 billion. _ 
Meanwhile, with property earnings 
rising again strongly after a bad 1984, 
Swire itself could wear a dilution of 
earnings from reducing its Cathay 
stake. A float would mean that Cathay's 
figures would be more open to scrutiny, 
and the parent might find it more dif- 
ficult to balance airline and property 
performances. But these would be small 
prices to pay for driving home the fact 
that a "patriotic" Chinese assault on 
Cathay's traffic rights is an assault on 
Hongkong investors' profits. 
€ REFORM of Hongkong's still jittery 
financial sector should start with a dose 
of realism. But the government always 
seems able to find exceptions when the 
interests of itself and the bank cartel 
coincide. Its own Kowloon-Canton 
Railway (KCR) is issuing a HK $500 mil- 
lion eight-year bond to refinance a gov- 
ernment loan. The coupon on the paper 
is just 9.25%. The relatively low yield 
might just be due to the expertise of 
manager Paribas, but somehow seems 
more likely a tribute to official grace in 
decreeing the paper to be a specified li- 












quid asset. - ! 


dn. 


: Eight-year bonds a liquid asset? In a 
territory with no central bank, no real 
secondary fixed interest market of any 
kind? The managers promise to make a 





you front up at their office 


| off you. But the issue is aimed specifi 
cally at banks as a "liquid" asset whi 
can be locked away as a high-vieli 


for bank holders. But giving the paper 


that liquidity status helps develop t 
bond market is nonsense. It create: 


active secondary one. 
tion is whether Li, veteran corpo: 


rationalisation of Li’s sprawling empi 


the nuts-and-bolts electricity business, - 


Hon cash? The next domino from here is 


‘landbank and the attractions to China 


market in the bonds, and doubtless if | Electric. Perm any combination. 










HK$50,000 worth they will take the 










component of their liquid-asset require 
ment. Banks are likely to trade them in 
only if there is the prospect of prolonged. 
high inflation or they face a liquidity. 
crisis, In which case, who would make. 
them liquid? E 
The liquidity status makes it chea 
for the KCR and provides easy profit 



















an unwarranted status is not only un 
wise but a disservice to non-bank inve 

ors. They — individuals, pension funds 
etc. — are deprived of access to 

coupon which a non-privileged pape 
would have to offer. A secondary mar 
ket will not develop while these invest 
ors are effectively kept out. The cl 



















false primary market and rules out an 


€ THE audience is gathered; the pr 
grammes have been sold; the hou 
waits in respectful hush. The only 



















superstar, has any intention of perfo 
ing. | l 
The analyst's argument is that : 













must come sooner or later. TI 
favoured catalyst is Hongkong El 
Holdings, where Li installed his ow 
management before scaling do 
Hutchison Whampoa's stake from 34° 
to 24% on 7 August. Can Li really be ii 
terested in the modest yields, and tl 
constant requirement for heavy cap 
reinvestment which go with a utility’ 

What, then, if Li were to split Elec- 
tric into two companies: one comprising 








































the other comprising a spun-off package. 
of Electric’s retailing and property in- 
terests.and at least some of its HK$1 bil- 














International City Holdings (ICH), the 
quoted property group owned 32% by 
Li’s Cheung Kong, and 34.6% by Elec- 
tric, and which was floated with an en- 
dowment of HK$2 billion of property 
bought from Electric. Would it make 
sense to swap Cheung Kong's ICH 
shares for shares in the new vehicle spun | 
off from Electric, rationalising Cheung | 
Kong's function as an investment hold- 
ing company, and turning the ex-Elec- 
tric clone into Li's new cash- and land- 
rich property development company? — 

. Into this mainstream run little rivulets 
of thought about Green Island Cement's 














































ht and Power Co. of astripped-down 












Vancouver s skyline: à desirable investment. 


Schools of thought on 
Chinese investment 


nvestment in real estate by Overseas 

Chinese in countries around the 
Pacific rim has become increasingly visi- 
ble, provoking newspapers in the de- 
veloped countries of the region to run 
headlines implying a sudden influx of 
money aimed at the wholesale takeover 
of large city tracts. In fact, this is far 
from reality. The flow of Overseas 
Chinese funds into offshore property is 
neither new nor notably large. And 
rather than being a transitory phenome- 
non set off by recent economic or politi- 
cal events, these flows represent a 
deeply ingrained desire on the part of 
the ethnic Chinese of Southeast Asia to 
diversify and protect their capital base. 
The investments are motivated by a host 
of long-term factors associated with 
family and business traditions. Despite 
its frequently high profile, Overseas 
Chinese real-estate investment is mod- 
est in extent, long term in nature, and is 
generally well thought out, analysed 
and managed. 

A headline earlier this year in The 
Vancouver Sun announced that Hong- 
kong businessmen were busy acquiring 
downtown Vancouver. Reading on 
further, however, one saw that none of 
Vancouver's A-class office space was 
owned by Asian investors. In fact, even 
taking into account B- and C-class 
buildings, less than 10% of the total 
could be traced to Overseas Chinese, à 
significant number of whom were al- 
ready Canadian citizens and had been 
for many years. 

Few firm estimates exist of Overseas 
Chinese real-estate ownership in 
Canada, the US or elsewhere for that 
matter. The international real-estate 
consulting and brokerage firm of 
Macaulay Nicolls Maitland Interna- 
tional estimates a minor role for these 
investors in Vancouver. A study in the 
US in 1984 suggested that Southeast 
Asian Chinese represented so small a 
proportion of total foreign real-estate 
investment as of 1983 that it did not 
bother to highlight such investments. 

There are two contexts that provide 


the framework in beginning to under- 
stand Overseas Chinese real-estate in- 
vestment behaviour: the Southeast 
Asian region where the Overseas 
Chinese overwhelmingly live, and the 
characteristics of Overseas Chinese 
communities and Overseas Chinese 
business enterprises. 

Southeast Asia provides the geo- 
graphic focus for Overseas Chinese ac- 
tivities and their future is inextricably 
tied to that of the region. The burgeon- 
ing regional economy has enabled the 
Overseas Chinese to amass consider- 
able capital which in turn can be in- 
vested in real estate, both inside South- 
east Asia and outside. 

Four facets of Overseas Chinese cul- 
ture in particular affect their real-estate 
investment behaviour: the deservedly 
legendary Chinese sense of family; 
Chinese business relations; the status 
and meaning of land in Chinese 
societies, and the importance of educa- 
tion to the ethnic Chinese. 


he family has been a central ele- 

ment in the Confucian order of 
China for more than 2,000 years. A 
very hierarchical family organisation 
evolved with the patriarch (or the eldest 
surviving brother) very much in control. 
Extended family relationships were also 
highly valued so that the whole array of 
relatives constituted the family and its 
associated kinship ties, which if power- 
ful and extensive enough, could enable 
the family to survive and prosper for 
many generations. 

Trust and order typified the tradi- 
tional family and were extended as well 
to business dealings with non-family 


Michael Goldberg is professor of 
Urban Land Policy at the University 
of British Columbia and has re- 


cently published a study of Over- 


seas Chinese real-estate invest- 
ment. 








members. In the isolated and often 
small Overseas Chinese communities of 
Southeast Asia it was essential that 
long-standing and trusted business re- 
lationships be developed. Trust and the 
family character of Overseas Chinese 
businesses gave Chinese enterprise and 
business dealings a distinctive style. 

In China, land was a central means 
for maintaining families through the 
generations and as such occupies a spe- 
cial place in Chinese culture. However, 
in Southeast Asia, where land owner- 
ship was frequently prohibited, business 
became the principal means for ensur- 
ing family continuity. 

Finally, education plays a special 
role in both China and among Overseas 
Chinese communities. Historically edu- 
cation was the means by which families 
could prosper since it provided a poten- 
tial entry into the civil service and all 
which that implied for stability of in- 
come and prestige. Outside China in re- 
cent times, education serves analogous 
functions providing the means for 
families to maintain their business for- 
tunes by sending children and grand- 
children abroad to study. 

There is enormous diversity among 
the Overseas Chinese of Southeast Asia 
in terms of their origins in China, their 
present location, and their economic ac- 
tivities and wealth — there is no sugges- 
tion that the Chinese of the region are 
all wealthy or that all are even well off. 
The people involved in offshore real-es- 
tate investment are the very small 
minority of wealthy Overseas Chinese 
who have amassed sufficient capital to 
allow them to diversify their capital 
abroad. Thus, behind the generalisa- 
tions, there is extraordinary diversity. 

Based on surveys carried out by this 
writer in Hongkong, Thailand, Singa- 
pore and Malaysia among Overseas 
Chinese investors and their advisers, it 
seems that a desire to “hedge” bets by 
spreading assets to a variety of locations 
in a variety of countries is a fairly consis- 
tent motivation for investing in real es- 
tate. This could be called a true diver- 
sification motive. Related to, but distin- 
guishable from, this motive is the so- 
called "capital conservation" or insur- 
ance motive. Here the investor is con- 
cerned with preserving capital, not just 
diversifying risk, and thus seeks very 
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stable investments with low risk. In view 
of past discrimination faced by ethnic 
Chinese in Southeast Asia such insur- 
ance is understandable. Real estate is 
particularly attractive as insurance be- 
cause, if well chosen, there is minimal 
downside risk, it is easy to manage, and 
if located in stable democracies, such as 
Canada, Australia and the US, pro- 
vides a good form of insurance for fu- 
ture generations. 

Closely related to this criterion the 
study found an unusual one: if possible, 
investments were tied to cities where 
children and/or grandchildren were at- 
tending university. This education-real- 
estate investment link at first seéms 
strange. However, it makes sense in 
view of the education-land-family per- 
petuation motivations of the Chinese. 
Other factors involved in the geographi- 
cal location of investments included the 
presence of known and trusted business 
associates and/or family or the existing 
business ties of the would-be investor. 
Possible opportunities for immigration 
were also a consideration for some. 

Canada and the US are seen as the 
most desirable places to invest, fol- 
lowed by Australia. Both Canada and 
the US provide stability, good educa- 
tional systems and the possibility of 


€ It seems that a desire to 
‘hedge’ bets by spreading assets 


to a variety of locations . . . is 
a fairly consistent motivation 
for investing in real estate. 





long-term growth in value with minimal 
downside risk if properties are well cho- 
sen in good (usually central) locations. 
Australia and Britain have lost some of 
their attractiveness in part because of 
restrictions on overseas students, and in 
part because of foreign investment con- 
trols in Australia and sluggish economic 
growth in Britain. Western Europe out- 
side Britain is seen as less desirable be- 
cause of slow growth and a perception 
of greater distance than North America. 
Also, English is the preferred language 
of commerce and education for the 
Overseas Chinese, further disadvantag- 
ing Western Europe. 

Investments, wherever they may be 
located, are usually made through fami- 
ly, friends and trusted business asso. 
ciates. All of these sources provided in- 
puts in evaluating prospective invest- 
ments, monitoring current investment 
performance and in alerting the investor 
tó new investment possibilities. 

The overall picture that emerges of 
Overseas Chinese steadily investing in 
$cattered pieces of foreign real estate as 
an extension of deeply ingrained tradi- 
tions is clearly at odds with the common, 
sensational and often racist headlines 
found all too frequently in the mass media 
in Canada, the US and Australia. 
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JAL 747: In the MoT's bad books. 
AVIATION 









Down-to-earth problems 


The JAL crash may block the carrier's expansion plans 


By Bruce Roscoe in Tokyo 


ee relations between 
Japan Air Lines (JAL) and the 
Ministry of Transport (MoT) appear 
likely to thwart JAL’s ambition to boost 
its small share of the domestic air-travel 
market. MoT officials say JAL now 
probably will not receive permission to 
extend its limited domestic network 
(connecting only five key cities) for at 
least three years. 

MoT has seized on the 12 August 
crash of a JAL 747 en route to Osaka 
from Tokyo, in which 520 people died, 
as its principal reason for clipping JAL's 
wings. Although JAL. officials contend 
the crash should not influence its 
domestic marketing plans, officials 
within the aviation bureau of MoT 
firmly state the reverse. 

The national flag carrier has been in 
the ministry's bad books — most nota- 
bly for the outspoken opposition by its 
—— rdi resident, Yasumoto 

‘akagi, to the 30 April agreement be- 
tween Japan and the US to expand 
trans-Pacific air services. 

Described privately by one JAL offi- 
cial as a “major tactical error" and “sell- 
out" to the US, the agreement permits 
more US airlines to fly into Japan and 
opens the trans-Pacific skies to JAL's 
two foremost domestic competitors, All 
Nippon Airways (ANA) and Toa 
Domestic Airlines, thus breaking JAL's 
international monopoly. It also ap- 
proved flights to the US by Nippon 
Cargo Airlines (NCA), in which ANA 
has a majority shareholding. JAL be- 
lieves NCA will take away US$20 mil- 
lion in freight business in its first year on 
the route. In a second territorial en- 
croachment, ANA filed an application 
with MoT on 25 July to service the 
Tokyo-Guam and Tokyo-Saipan routes. 
The MoT says it will not delay approval. 


More recently, JAL irritated — 
some say infuriated — Prime Minister 
Yasuhiro Nakasone, when the depar- 
ture of Nakasone’s DC10 flight to Paris 
in July was delayed for 82 minutes by an 
oil leak. Nakasone’s displeasure with 
the airline was registered in the govern- 
ment's decision to break with protocol 
and charter an ANA plane to take à 
ministerial delegation to South Korea at 
the end of August. 

JAL has argued that the restriction 
on the scope of its domestic service has 
been the main factor keeping market 
share down. Last fiscal year (ended 31 
March), JAL's share of available routes 
was 5.5% compared with 39.3% for 
ANA, and its share of traffic share was 
only 20.1%, or slightly more than 9 mil- 
lion passengers. ANA flew 24.4 million 
passengers for a share of 54.5%. Trans- 
port officials, however, are now in a po- 
sition to counter JAL's argument with 
the assertion that the airline's safety re- 
cord is responsible for any fall-off in 
the rate of growth of its domestic ser- 
vices. 


hether or not such an argument is 

used, JAL nonetheless acknowl- 
edges it will have to modify its four-year 
corporate plan for the April 1986-March 
1990 period. during which it reckons 
domestic passenger traffic will grow by 
4% and cargo business by 7%. Follow- 
ing the 747 crash, the ruling Liberal 
Democratic Party decided to postpone a 
hearing of its aviation policy committee, 
which was to have been held on 23 Sep- 
tember to discuss deregulation of 
domestic aviation, and specifically to as- 
sess JAL’s case. No new date has been 
set. The MoT's Transport Policy Com- 
mittee is still scheduled to meet in Sep- 
tember, but the agenda is now more 
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"re its Own. tives, 





merge from within the airline's ranks, 
and. is appointment. in 1981 was re- 
-garded as a concession by the MoT to 


man head the company. He is suc- 
. ceeded by JAL executive vice-president 


.. 30 years who rose to the ministry's high- 
est non-political post of permanent: vice- 
minister of transport before joining 
SALI in 1979, 
~ © Under Machida’s presidency, JAL 
officials could expect to be brought 
under the thumb of ministry rule much 
more easily and qu uickly than had been 
the case since Takagi's appointment in 
981. “The ministry is rubbing its hands 
ith glee now that one of their own is 
resident," one JAL official told the 
.EVIEW. “Takagi was not supposed to 
o anything. He was not supposed to 
1ake waves. The ministry saw his presi- 
ncy lasting two to four years at a 
ximum. Now their policies are more 
kely to be heard." But before Machida 
in begin selling MoT policy to JAL, he 
ces the probably more time-consum- 
ig task of restoring harmony between 
hetwoantagonists. — . 
+ JAL has not begun to count the cost 
f the 12 August crash. It has cancelled 
ll national advertising for three 
ionths, and is considering extending 
s period to six months. The domestic 
dvertisement budget was ¥8 billion 
J$$33.8 million) for fiscal 1985. Over- 
eas promotions and advertising are 
eing curtailed. The hull of the 747 was 
insured for US$35 million, yet the total 
* lacement cost of the jet is around 
::US$100 million. Initial solatia payments 
_ of X 1.5 million a passenger have been 
. made to the bereaved, following Japan- 
. ese custom. Much greater final compen- 
sation is expected to be negotiated out 
of court as tradition dictates. 
«s... Early indications are that the crash is 
I. not noticeably affecting performance. 
| From 21 July to 18 August the airline re- 
| corded a load factor of 78.9% on 
domestic routes and 80.1% for interna- 
.|. tional flights. Those figures were 80.9% 
j| and 80.4% for the week immediately 
following the crash. Only the volume of 
stand-by passengers declined.. 

In the year just ended, sales were 
¥827 billion, 9.4% up on fiscal 1983, 
and operating profits were Y38.2 bil- 
lion, up 80%. Profit before extraordin- 
ary items was Y22.5 billion. For the cur- 
rent 
3 856.3 billion and dai of Y2Lo b bil- 
. lion. l 




































" that, — re- | By 
igned, that attitude is certain to harden. | "Y 
akagi was the first. JAL president to | 


- JAL staff who wanted to see a career | 
“of the: pene embargo is unclear, but 
“large. 


_ Naoshi Machida, a MoT bureaucrat for | placed substantial orders: from Thai- 


. dust settled,- 
hostile takeover was 


rants an 


year, JAL has forecast sales of | 





































xtiles exports; ot 
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"p ot ental, em argo due. toan apparently 


inadvertent overshipment of quota allo- 
cations in 1984. The timing and extent 


S retail chains (which have 


and), their purchasing. agents in 
Bangkok and Thai apparel manufactur- 
ers are already in a panic. 

Discussions on the subject are still 
confined to private circles. The issue 
was overshadowed by an extensive pub- 
licity build-up on the controversial Jen- 


-kins Bill, which was timed to coincide 


with the Bangkok visito 17-19 August 
of a US Congressional delegation led by 
Representative Sam Gibbons, chair- 
man of the House Ways and Means Sub- 
committee on Trade. With that out of 
the way, the overshipment question is 
expected to gain attention. . 

The danger signal.was first flashed in 
late July by a number of large US retail- 
store chains which were in touch. with 
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| constitute the country s largest: man- | 






their. Bangkok purchasing agents. AG 
cording to Quota Management Service 
(QMS), a private US consulting body, 

Thailand overshipped the 1984 quotaof 
78.4 million yd? equivalent for apparel 
by 30.69%. The figure could not be offi- 
cially verified, but it was taken seriqusly 
by both the Thai and American parent 
businesses.: 

The bilateral Thai-US textiles agree- 
ment, concluded under the Multi-Fibre 
Arrangement for the .1983-87 period, 
provides for two groups of textiles pro- 
ducts. The first — yarn and fabric — 
carries no aggregate quota limit. In the 
second group, which comprises cloth- 
ing, there are specific limits for 28 
categories (on such items as blouses, 
shirts, trousers and sweaters) plus an 
aggregate limit for garments made of 
cotton, wool or synthetic fibre. It is this 
second group which comprises the bulk 
of Thai textiles exports to the US. 

Experts familiar with. the compli- 
cated agreement pointed. out that the 


30.69% overshipment quoted by QMS 
may be misleading. The. agreement also 


Wild card from the West | 


Three’ sa crowd in the Sankyo-Minebea takeover tussle 


By Bruce Roscoe in Tokyo v" 

M inebea Co.'s bolt from. the blue on 
15 August that it wished to launch a 

takeover bid for Sankyo Seiki Manufac- 


turing Co. jolted a Japanese business 


world unaccustomed to such brashness 
as unwelcome advances — but when the 
it became evident that a 
robably the last 
thing on the minds of Minebea managers. 
Then on 26 August foreigners turned 
the tables on Minebea, and possibly set 
the stage for Japan's first hostile take- 
over attempt launched from abroad. 


"Trafalgar Holdings, a US finance com- 
_ pany, entered the arena and said it plan- 


ned to take over either Minebea or San- 


kyo. Trafalgar had. acquired. an option 


to buy 23% of Minebea's outstandin 
shares, making it the largest sharehold- 
er. The option consists of Minebea war- 
bearer securities, ‘which. can 
be converted into common.stock. The 


.firm issued these instruments overseas 


to raise funds for plant and equipment 


investment, and they were o ffered to 
z — by Gien | International 
7 tain. : 


| of Bri- 





Minebea, an electronic machinery 
manufacturer specialising in miniature 
bearings, earlier announced that it had 
acquired 14.07 million Sankyo shares, 
or 19.1% of its equity, to become the 
biggest stockholder. The company had 
felt obliged to respond to a story in 
Japan's financial daily, Nihon Keizai 
Shimbun, on 15 August that recapitu- 
lated about two weeks' worth of 
stockmarket rumours to the effect that a 
Minebea takeover bid was impending. 

Sankyo, an electronic parts and pre- 
cision-machinery maker with total as- 
sets of ¥75.3 billion (US$318.4 mil- 
lion), disputed Miaebea's claim that it 
had as much as 1996 of its shares. San- 
kyo's senior managing director, Takezo 
Yokouchi, told the REVIEW that a fig- 


“ure of 17% was probably more accu- 


rate. Yokouchi put the cost to Minebea 
of buying another 20% of the shares at 
X 50-60 billion. But he said he did not 
believe Minebea's intention was to take 


— ed And neither n be- 


| ing them. 2X «S. Sho Ce E) 


may be denied entry into the US.fHow- 
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rovides for "carry over" and "carry 
orward" factors which would permit an 
extra 11% on top of the apparel group's 
annual aggregate limit. But even if this 
flexibility clause is taken into account, 
the 1984 exports would still represent an 
overshipment of nearly 20% , assuming 
that the OMS figures are accurate. 
The bilateral agreement says that "ex- 
ports from Thailand in excess of the au- 
thorised limits in any agreement year 


Minebea assured its shareholders it 
would resist any takeover attempt by 
Trafalgar, whose interest in the com- 
pany appears to stem only from the be- 
lief that it is considerably undervalued 
(Japanese companies are not required 
to discibee the market value of their as- 
sets). Minebea president Takashi 
Takahashi reportedly said Glen Inter- 
national had first approached Minebea 
with an offer to sell the option, which he 
had turned down. “I don’t think this 
matter has any significance," Takahashi 
told Nihon Keizai. The sale of the op- 
tion to Trafalgar was "just a normal 
business transaction," he said. 

Trafalgar's motive was initially seen 
in Tokyo as publicity-seeking. Both 
Minebea and Sankyo said they had re- 
ceived no approaches from the com- 

any. Although there are no longer any 
apanese Government restrictions on 
direct foreign investment in Japan — 
barring the oil, mining, agriculture and 
leather industries, and those tied to na- 
tional security — a hostile takeover by a 
foreign company is still seen as an ex- 
tremely difficult feat, requiring a large 
number of turncoat Japanese share- 
holders. 

In the 16 years since Japan revised its 
Securities and Exchange Law to legalise 
takeover bids, there have been only two 
cases of share acquisition by formal 
notification of intent in accordance with 
Chapter 11 of the law. Both were 
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ever], any such [excess] shipments m 
be permitted entry into the US and 


charged to the applicable groups or 


specific limits in the succeeding agree- 
ment year. . ." Continued strong export 
growth this year has prompted specula- 
tion that an embargo could be imposed, 
reducing Thai garment exports by up to 
50% until 1987. 


U nlike the Jenkins Bill which has yet 
to pass through various US legislative 
procedures — and is subject to modifi- 
cations in the face of intense lobbying by 
affected exporters such as Thailand — a 
US import cutback or embargo, 
prompted by the overshipment could 
wreak immediate havoc on an industry 
that has now become the most labour- 
intensive in the manufacturing sector. 
(Textiles manufacturing employs about 
600,000 workers, or nearly 30% of the 
manufacturing iorkforce.) 

The —— overshipment is an 
outcome of a steady surge in Thai tex- 
tiles — in recent years, particularly 
to the US. According to statistics from 
the Bank of Thailand (BoT, the central 
bank), total textiles exports topped 
Baht 19 billion (US$832.8 million at 
pre-devaluation exchange rates) last 
year, making it the third-largest foreign- 
exchange earner after tourism and rice. 
The BoT figures put the 1984 US mar- 
ket share at Baht 6.8 billion or 35.8?5, 


friendly. Sankyo's response to Minebea 
was not. Kata omoi (unrequited love) 

were the words used by Mamoru Goto, 

the general manager of Sankyo's gen- 

eral affairs department, to describe 

ay company’s feelings towards Mine- 
ea. 

Yokouchi said that the Minebea pre- 
sident had met with Sankyo president 
Rokuichi Yamada on 27 July to propose 
a takeover. Yamada had refused. “That 
is all there is to the story. You have 
takeover bids in Europe and the US but 
we do not have them here. We do not 
want a war with Minebea but if they 
keep this up, we will respond," said 
Yokouchi. He confirmed that part of 
that response could include withdraw- 
ing the component orders, worth *2 bil- 
lion last year, that Sankyo places with 
Minebea. 


Tn may in fact be a good deal more 
to the story. Officials within the 
securities bureau at the Ministry of Fi- 
nance (MoF) said they first learned of 
Minebea's intentions in the news- 
papers. Were Minebea actually intent 
on staging a by-the-rules takeover soon, 
it would have notified the MoF in ad- 
vance, disclosing the price it was pre- 
pared to offer for Sankyo shares and the 
reasons for the takeover. This proce- 
dure, required by law, precedes public 
notification of the takeover bid. An im- 
peccable ministry source revealed that 
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leary trip 4 t of 1981 in absolute 
ue His. try estimates put last 


year's textiles exports to the US at Baht 
8 billion. 

Given the monitoring mechanisms at 
both the Thai and US ends, it is surpris- 
ing that the alleged overshipment has 
occurred. A section in the bilateral 
agreement reads: "The US Govern- 
ment shall promptly supply the Thai 
Government with data on monthly im- 
ports of cotton, wool and man-made 
fibre textiles and textile products . . ." It 
appears that this particular clause has 
not been effectively implemented. 

Ironically, Thai officials do not ap- 
pear to be overly excited over the issue 
— apparently believing that some re- 
course could be found in the flexibility 
clauses. Trade officials declined to com- 
ment, but reliable sources said the 
danger of a potential embargo was 
brought to their attention. In light of the 
current market uncertainties, it is rea- 
sonable to expect Thai-US consulta- 
tions in the near future on a solution to 
minimise the impact of such an embargo 
on Thailand. 

One possible scenario is to deduct 
the excess shipment of 1984, and proba- 
bly 1985 too, from the rest of the agree- 
ment period. Whatever the outcome, it 
appears Thai textiles exports to the US 
have peaked and will gradually decline 
until 1987. What lies ahead will de- 
pend on further negotiations. Oo 


Minebea has not filed a registration 
Statement with respect to any tender 
offer for securities. 

Sankyo believes that it would take 
Minebea as long as two to three years to 
buy up another 20% in the company, if 
it could convince shareholders to sell. 
That seems unlikely. About 60% of the 
shares are in the hands of stable share- 
holders such as insurance companies 
and banks, and many of the floats are 
small. Yokouchi maintains that most of 
these “stable” shareholders are cool to- 
wards Minebea. 

Securities analysts contend that 
Minebea must know it would be virtu- 
ally impossible to force a takeover. And 
Minebea would seem to have miscalcu- 
lated if its initiative was no more than an 
attempt to push up Sankyo’s share price 
for profit-taking. Sankyo's shares the 
day before Minebea’s press announce- 
ment were traded at Y 1,330. In reaction 
to the news they rose to Y 1,750 on 17 
August but by 27 August had fallen to 
* 1,440. 

A more likely motive for Minebea's 
behaviour would seem to be as a ploy to 
turn over its unwanted Sankyo shares to 
Sankyo itself, at a privately negotiated 
price. If such a manipulative play, said 
to occur frequently in Tokyo's half- 
world between hostile takeovers and 
speculative squeezing, was not the ini- 
tial plan, it may now be Minebea’s least 
damaging course of action. ü 
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y Robert Cottrell i in Hongkong 


 adison Securities, the property and 
investment group controlled by 
ngkong's Chiu family, is nearing the 
nd of a brief but eventful life as a pub- 
hely quoted company which has seen it 
plunge from peak shareholders' funds 
of HK$496 million (US$63.6 million) in 
1981 to a present negative net worth of 
HK$24.5 million. 
^ A long-delayed scheme of arrange- 
ment, which will effectively transfer 
‘Madison’s quote to a Luxembourg 
banking group, has been made possible 
by an unusual loan-workout proposal 
which unburdens Madison of its last 
major, heavily mortgaged asset, and 
.puts the Hongkong and Shanghai Bank- 
ng Corp. (HSBC) at least temporarily 
ô the local hotel business. 
= The proposed scheme of arrange- 
ment between Madison and IBI Asia 
oldings (IBIAH), Hongkong sub- 
idiary of the Luxembourg-registered 
national Bankers Inc., was first an- 
inced on 7 August 1984 with an in- 
nded completion by year-end. It snag- 
"however, on IBIAH's precondi- 
in that Madison clear off its balance- 
sheet a commercial site in Kimberley 
Road in  Hongkong's Tsimshatsui 
ourist district, on which Madison had 
ured borrowings of HK$200 million. 
"he loans had by last year fallen into de- 
ault, and interest was accruing. A plan 
o-bring Saudi investors into the site was 
explored but shelved. 
JA Madison shareholders are now bein 
Offered a revised version of the IBIAI 
heme, which was circulated to them 
on 14 August and awaits approval at 
court and shareholder meetings on 10 





































































































































































































































H30June | HK$1.11b 


(US$142.2m) 
H 30 June 


Y 30 June 
Bougainville 


~ | H30 June 
Copper 


(Papua New Guinea) 


|| Hongkong 
and Shanghai 










HK$331.8m 
(US$42.5m) 






S$21.8m 
(US$9.8m) 






Y 648b 
(US$2.7b) 











“Kina 8.05m 
(US$8.2m) 


September. The key to its pbi 
success lies in an announcement made 
on 20 August by a company called 
Radier that it had bought the Kim- 
berley Road site for a hotel develop- 
ment. 

Radier’s shareholders are HSBC 
(32%) and Sino Master (68%). Sino 
Master is a joint venture between the 
Peking-owned industrial group China 
Merchants Steam Navigation and 
Search, a Bahamas-registered group 
whose principal business is the opera- 
tion of duty-free shops. - 

Sino Master and Madison are no 
strangers. Madison had controlled the 
Kimberley Road property through a 


subsidiary company called Hsy Hua, of 


which it owned 70%. According to Hsy 
Hua's31 December 1984 share register, 

Sino Master controlled at least another 
20% of Hsy Hua's ordinary shares. The 


balancing 1095 was held in à nominee 


account operated by the HSBC sub- 
sidiary Wardley.- | 


' ccordin to detis available from the 

IBIAH offer document and other 
ANE. the Kimberley Road site was 
professionally valued at HK$120 mil- 
lion on 30 June this year, while debt sec- 
ured on it at that date amounted to 
HK$257 million, including HK$57 mil- 
lion interest, all owed to the HSBC 
group, and guaranteed by Hsy Hua's 
shareholders, including Madison and 
Sino Master. | 

Madison itself would scarcely have 

been worth HSBC's pursuit. Instead, 
the bank appears to have decided to get 
the site out of Madison and participate 


SH ae 





(9.5%)"* 






lux m DUIS 
(US$150m) | 


| million debt, | 


Total assets rose 5.5% to-HK$507.87 billion. Profit- 
ability to continue satisfactorily with final dividend to be 
atleast 31¢ ashare. 


Total assets rose 7.4% to HK$60.43 billion over com- 
parable period 1984. Final dividend expected to be at 
least HK$1.14 a share. 


Performance hurt by non-banking ` subsidiaries in 
property, hotel and financial service sectors. 





as Gecdeeacfonedo out of 
Madison into Radier. Sino Master has 
undertaken to procure finance for com- 
pletion of a hotel which HSBC obvi- 





ously expects to be capable of eventual- 


ly generating the earnings to repay the 
loan; while HSBC, effectively in ex- 
change for its forgiveness of the overdue 
interest, has been allotted an equity 
stake in-Radier... . = 

The i image-conscious HSBC may not 
have any great enthusiasm for hotel- 
keeping in Kowloon. It seems likely, 
however, that the bank views its stake as 
something to be sold in a few years’ 
time, rather than a long-term invest- 
ment. Management of the new hotel is 
on the point of being awarded to a major 
US chain: Ramada and Marriot are 
among the possible names. 

The Kimberley Road  carve-up 
echoes an earlier deal, announced in 
May, for a revision of shareholdings in 
the Chiu family's privately controlled 


Far East Bank. Sino Master bought 


25% of the bank, at the same time as the 
HSBC sold its own 10% shareholding. 
The HSBC stake was not sold directly to 
Sino Master, but through Deacon Chiu, 
the bank’s founder and more recently a 
delegate to the Chinese People’s Politi- 
cal Consultative Conference. | 

The bank and Kimberley Road deals 
do not appear directly related, in the 
sense of any financial offset between the 
two. They do, however, confirm a gen- 
eral drift, on the part of the Chius’ 
sprawling and struggling Far East 
group, away from its traditional al- 
legiances and towards closer links with 
Peking-related allies. ü 











Modest rise to 6.3 trillion in sales forecast ahead of 
expected slowdown | in US economy and tougher com- 
petition.“ 


| Eamings affected by lower ‘gold assays and prices, 
| and lower concentrate shipments. 





High-flying offer 


SIA's share placement should be warmly received 


By A Correspondent in Singapore 
GS eapore Airlines (SIA) is going 
ahead with its plan to offer shares to 
the public later this year. Speaking on 
23 August in Singapore, SIA's deputy 
chairman, Lim Chin Beng, told foreign 
correspondents: “We're definitely 
going ahead and we hope that it will be 
done by the end of the year." When 
ressed, Lim said the target dates were 
ovember for the offer and December 
for the flotation. 

Lim's announcement ended specula- 
tion that the current poor state of the 
local stockmarket would force SIA to 
shelve its plans until there is a recovery 
in investor confidence. However, the 
76.4% government-owned airline ap- 
pears to have modified its plan to seek 
simultaneous listings on foreign ex- 
changes. Instead, SIA will seek a listing 
only on the Stock Exchange of Singa- 
pore (SES), and will place shares pri- 
vately in New York, London and 
Tokyo. 

Lim revealed that earlier predictions 
that some 50 million shares quedes 
to 10% of the authorised share capital) 
would be offered, were "generally quite 
accurate," but he added that the actual 
number of shares being traded will 
probably be much greater due to SIA 
staff taking the opportunity to sell off 
some of their holdings. Currently, SIA 
personnel hold about 65 million shares, 
40% of which have been paid up only to 
the level of 5 S cents a share. 

The employees' holding could be 
doubled as a result of the one-for-one 
bonus issue SIA plans to make in Oc- 
tober, before the flotation. However, 


EFFECTIVE EXCHANGE RATES 


WENDY FORDYCE 








SIA building; Lim: flotation target. 


those who have not paid fully for their 
shares will not be eligible for the bonus 
issue. This will provide a strong incen- 
tive to the owners of partially paid-up 
shares to pay the difference — and it 
may solve a potential problem for the 
company. SES rules do not allow for the 
listing of partly paid-up shares. 

The question of savings from the 
Central Provident Fund (the national 
retirement fund) being used by Sin- 
gaporeans for the issue cropped up 
again. Lim is reported to have express- 
ed support for the idea, but SIA's latest 
annual results have probably been suffi- 
ciently well-received for the new issue 
to attract subscribers without having to 


tap the mandatory savings scheme. _ 


The results for last year (ended 31 
March) were released in August. They 
revealed a 28% increase in net profit for 
the group at $$179.5 million (US$89.8 
million), and a 12.3% increase to just 
under 21 billion re- 
venue-passenger-km in 
operating performance. 
The dividend of 15% 
less tax plus a 5% bonus 
was maintained, indi- 
cating a yield of 3.9% 
assuming a group net 
tangible asset back- 
ing a share of S$5.16 
at the beginning of 
the financial year. 
Earnings a share for 
the group were 71 S 
cents, compared with 
56 S cents the previous 
year. 

Lim would not be 
drawn on the price at 
which the SIA offering 
would be pitched. “It 
depends very much on 
market conditions be- 
fore the flotation," he 
said. But he added that the timing of the 
offer would not depend on the state of 
the stockmarket: “We have set this time- 
table and we will try to stick to this time- 
table," he said. 

On the assumption that Singaporean 
investors will not be put off by high 
price/earnings (p/e) ratios (even with 
the market at a three-year low, blue- 
chip p/e ratios currently range from 15- 
30), the SIA offer price is expected to be 
pitched at S$4-5. Taking into account 
the bonus issue, this offer price indi- 
cates a p/e ratio of 11-14 on the basis of 
last year's performance by the group, 
and is expected to bring in large num- 


bers of subscribers. 
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no N KONG: Prices fluctuated on nervous senti- 
ment fuelled by rumours of trouble at a small bank 
and a possible rise in interest rates. But this was 


























ere imminent. A seemingly recovering property 


ndex fell from 1,692.74 on the first day's finish to 
1,650.78 the following day, but picked up and 
managed to finish the holiday-shortened period at 
1,669.98, down 41 points. Turnover averaged a 
w. HK$261.95 million (US$33.5 million) a day. 


TOKYO: The Dow Jones Average continued its 
overy in a market stimulated by an unpre- 
lented hostile takeover bid by Minebea Co. for 
nkyo Seiki Manufacturing Co., and closed at 
651 points on 26 Aug. Erratic price movements 
rge turnover were seen in both Minebea and 
nkyo Seiki shares. Daily turnover for the period 
harply up, averaging 487.83 million shares. 
yan Air Lines recovered but trading was heavy 

















rt-oriented issues were depressed by uncer- 





market-opening package. 


STRALIA: The market ran out of steam and the 





d to finish at 941.9, despite a positive re- 
mse to the federal budget on 20 Aug. by the 
iness community. The Metals and Minerals 
x slid 25 points to 524.5 while industrial 
tocks, buoyed by special situations, lost 6.4 
s to 1,377.7. Hefty buying in Broken Hill 





O Aug. on speculation that Adelaide Steam- 
iip was topping up its stake. Gold stocks fared 






,039.1. 









nated by the 1985 budget announcements which 
called for the abolition of tax-free dividends and 
n increase in company taxes, among other things. 
"Trading after the budget news was relatively quiet 
with prices mixed. Although the move to tax di- 
vidends was negative for the market, the medium- 
to long-term effects should be positive. The gov- 
.ernment has reaffirmed its determination to con- 
tinue with its restructuring of the economy and the 














à4nvestment. 





TAIPEI: The market rebounded slightly in a typ- 


rs. appeared to believe that the market's precipi- 






trading was only NT$316 million (US$7.9 million) 
—- reflected investors’ weariness towards the con- 



















partly offset by expected improvements in the per- 
»rmance of leading banks, whose half-year results - 


ector also added some cheer. The Hang Seng . 








0 Steamship. No single theme directed the - 
:t but surplus liquidity was still evident in in- | 
y interest in domestic-demand issues. Ex- 


y over Washington's final appraisal of the- 


rdinaries Index fell 12.3 points over the | 


prietary lifted its share price to A$7.20 (US$5) © 


jie best with the Gold Index rising 12.3 points to. |. 












policies announced should overall enhance equity: 


hoon-shortened period as the weighted price | 
ndex rose 11.68 points to close at 660.18. Invest- 


ate fall in the past few months was nearing an.. i 
nd. But low volume transactions — daily average 


inuing spate of bad news on the foreign-trade 


ront and individual companies’ financial difficul- 
ies. Among gainers, food shares performed. w 


ONC KONG : Malaysia and Singapore led the losers in Asia, rocked by poor corpo- i 


news and, in some cases, political nervousness. New Zealand rose in the period - 
26 Aug., despite budgetary plans to introduce tax measures. — M 


gain. 


With the food index rising 5.63 to 174.81, a 3.3% 


SINGAPORE: Ina period cut short by the 26 Aug. 
bank holiday, the. market suffered a steady de- 
cline, with the downward momentum maintained 
by poor interim results across the board. Fraser's 
Industria]: Index closed 85.9 points down at 
3,829.95 and average daily trading volume was 
12.7 million shares — a slight drop on the previous 
period. Confirmation that the Singpore Airlines 
float will go ahead later this year failed to raise in- 
vestors' spirits, though. reaction to Innovest's 
agreement to acquire a controlling stake in Ken- 
tucky Fried Chicken (Singapore) was favourable. 


Malaysia Index showed a 70-po 
steady daily trading averaging 15.3 million units, 





away, however, by close of period. With Wall 


only short-lived over an extended three-month 
` deadline to solve the Malaysian Chinese Associa- 


ing. Average daily turnover came to a pathetic 
P 790,000 (US$42,473), down 24% from the pre- 
. vious period's volume. The absence of investor in- 


Makati exchange was limited to only four com- 
mercial-industrahy: | 
Manila mining index inched up by 1.73 points to 
close at 641.04 while the commercial-industrial in- 
dicator shed 0.87 to 136.43. The oil marker was 
unchanged at0.737. |. — " mM" 


| | < 4:SEOUL: Demand for relatively low-priced .con- 
NEW ZEALAND: Trading in the period was domi- | st 
Il index up 1.21 points to 136.84. Average daily trad- 
ing volume was up9.85 million shares to 24.97 mil- 


struction shares helped to push the composite 


lion. Two-thirds of the volume wasin construction 
shares, whose popularity had rocketed amid 
rumours of possible tax breaks for ailing contrac- 
tors. By sector, fabricated metals fared the best, 


ment, up 5.36. Construction was up 3.2. Dong Ah 
Construction and Pacific Construction were star 
performers. 





KUALA LUMPUR: In a holiday-shortened trading - 
t roadly lower. Frasers |. 
/70-point drop amid | 
worth M$126.5 million (US$51.4 million) that fell 
Street showing mixed results, and enthusiasm | 
. tion's leadership crisis, profit-taking accelerated HH 
with finance shares falling sharply. Some coun- | 
ters, however (notably blue-chip petroleum list- 
ings and a few speculative stocks), closed higher. 


MANILA: Share prices were listless in thin trad- 


terest was clear when on 20 Aug. activity on the 


issues totalling P333,560. The . 





rising 5.93 points, followed by transport equip-. 
































Atias Ind. 0.49 
Bank of E.A. Ex. Div. 22.80 
. Cheung Kong 18.70 
China Light 15.90 
Conic . 1.12 
Evergo 0.88 
F. E. Consortium 0.59 
'F. E. Hotels . g 0.84 
. Furama Hote! Ex, Div. 2.40 
First Pac. Holds 4.90 
GreatEagie — ..— 0.66 
G. island Cement 8.20 
Hang Lung Development 8.70 
Hang Seng Bank. 4575 — 
HAECO - 2400 
Henderson — 2.45 
HK Eletric — 8.30 
H.K, & Ch. Gas. 10.40 
H.K. RK. Wharf. 7.15 
HKlawd ——— 6.25 
HK. AS. Bank — 7.70 
. HK AS. Hotels 38.00 
^| MK Realty "A" 12.10 
` H.K. Telephone : 8.95 





Nan Fung Textiles 30.50 
New World 7.85 
Orient O'seas H 2.00 
Paul Y. Constr. 2.40 
Regal Hotels 1.34 
SinoLand - 0.98 
Stelux 2.85 
Sun HR, Props 13.50 
Swire Pac. "A" 25.80 
Tai Cheung Ex. Div. 2.05 
Wah Kwong Ship ` 0.90 
Wing On Holdings 3.70 
Winsor 5.10 
World int'l 2.30 




































 NZForest Products 
NZ Oland Gas 
NZI 
Progressive 
Waitaki NZR 
Wattie 
Winstone 


730.00 
490.00 
465.00 
511.00 
585.00 
275.00 
740.00 
981.00 
430.00 
630.00 
805.00 
- 1,225.00 
613.06 
4,972.00 
8914.75. 
US$9.87748 
U5$13.53 


TAIPEI 


















































you car 





The People's 
Republic of China 
Year-Book 1984 


112 colour illustrations, 
400 b/w illustrations and 
all the information on 
China you'll ever need! 
Now only US$75 
(hard cover) 





h : 970-page People's Republic of China Ven Book 1984 is is 


duced about China. Its contents range from the land and its 
ople to business, economics, finance, culture, education, 
o itics, science and —— and countless other subjects. 


result of — of man-hours, ihe People's Republic 
'hina Yéar-Book 1984 was written and edited by The New 
na News Ltd. and Evergreen Publishing Co., a group of 
icated professionals who know China intimately. The 
esult is a book of unmatched breadth and — 


Vho needs it? 

'ompletely indexed, the People's Republic of China Year- 
ook 1984 places thousands of facts and bits of information 
your immediate disposal. The book is essential to . 
usinessmen, financiers, students, professors and virtually 
vone with a need to know or a keen interest in China of 
oday. Liberal use of charts, maps, tables and colour 

)s makes the book enjoyable as well as informative 


low to get it 

Order your copy(s) now by simply TE the coupon 
elow and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 
address. 


ue UE 


Address: |, 


* ^ * * + a c7. 4 


out doubt the single most complete reference work ever _ 


irculation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 
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The Annals of 
China’s Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on . 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 





DE. 
* 


This Register contains information « on 600 Chinese national - 
corporations and foreign trading companies, and their branch 


offices: Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 
certificate, scope of trade and [EE e capital of the- 
individual corporation. | 


What is it? 





by the State Administration of ndah and Commerce. Based 


on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and- 
comprehensive work of reference designed to d 
information for all licit corporations. 


Who needs it? 

This Register, completely dependable and well documented, 
presenting reliable information and data for China's socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or - l 
planning to do business with China. It further serves asa 







- valuable reference source for those involved in the study of 


Chinese economy. 


How to get it 

Simply complete the coupon bes today and send together 
with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 


Vemm. — — — — — — — — — — — — — — —— —— — —û ORY RII RY ⸗ 


A) O Please send ........ copy(s)of | B). DJ Please send......... copy(s) of | Buy both and save US$25 - | i 
The People’s Republic of The Annals of China's 
China Year-Book 1984 for | Enterprise Register 1984 for | C) O Please send ........ set(s) of both | 
which Lenclose US$75 per which I enclose US$80 per The People’s Republic of China | . 
copy. For surface mail delivery | copy. For surface mail delivery | . Year-Book 1984 and Annals of | 
add USS10. for airmail add US$12. for airmail | China's Enterprise Register 1984 | 
delivery add US$22. | delivery add US$25. for which I enclose US$130 per |. 
| l | € ol | set. For surface mail. delivery add L 
| Sendto: Name... Lees ...... ee o] US$22, for airmail-delivery add 


US$37. 
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18.070 


2.146 Inter-bank 24-hour 


rate 200250 44 ; 8.125 


inter-bank t-month 


rate A a . "7.75 6.3125 


$i months forward: Japan 3235,428, Hongkong closed, Singapore closed 


fari nai de S$t=M$1,10, £1 HK$ 10.965 ter-bank 3-month 


rate p : 18.4375 6.3125 
3-month time deposit 4 
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7 days V ub 

) month . ES 2 1175 
3months 155625 
6months 1131875 


Communist countries 
US$-Hmb2.90 — HKS = Amb 0.3723 
US$ - Rouble 81.30 


US$ = Kip 35.00 


US$-: Dong 100.368 


Sourcé: The Hongkong and Shanghai Banking Corp. for banknote. selling rates and official 


rates when avallabie on the Hongkong market, Reuter for spot - 
and forward rates from focal and international markets. 
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" "Current delivery Aug.) 
Sept: delivery 

Tin (standard) 
$ months delivery 

Straits Tin 

Cotton 
Current delivery Met} 
Dec. delivery 

Rubber 


Current delivery (Sept) 

Current delivery (Sept.) 
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Current delivery Sept) 

Dec. delivery 


Paim CH 
Current delivery (Aug. 
Sept, delivery 


Current delivery (Oct. 
Dec; delivery 


Wheat 


Current dativery (Bapt) 


Soyabeans 
Curent delivery (Sept. 
Nov. delivery 


Current delivery Sept) 
Dec. delivery 

Rice 
5% white fob 


1,732—1,234* 
1,739—1,740* 


119.20—119.40* 
120.601 21 La 
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Tshort term 
Sources: Astiey & Pearce (Hongkong. 


9,250---9,255 


29.15 
349.75--350.25 


85.10-95.15 
826 

219.75—220.00 

1,960—1,263 


940-945 


120:50-—120.80 


10,9375 


de 


Higas Co. Ltd and First Pacific Finance, 
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Barclays Mar, 2004 
CNCA Dec. $0/June 95 
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he state of Kerala, which runs along 
the southwestern strip of India like a 
reen ribbon, has many firsts to its cred- 
it. It has the highest literacy rate and 
largest population density in the coun- 
try, and, in 1957, it democratically 
elected a communist government. 
Against this backdrop it is little wonder 
that a 20-year-old people's science 
movement sprearheaded by the Kerala 
Sastra Sahitya Parishad (KSSP) has suc- 
ceeded to a large extent in spreading a 
scientific temper among the masses 
through the medium of folk arts. Its slo- 
gan "Science for social revolution" is 
slowly becoming a part of people's 
psyche in the state. 

In October, towns, villages and ham- 
lets in Kerala wear a festive look in anti- 
cipation of the sasthrakala jatha — sci- 
ence procession — of KSSP. In a land 
accustomed to the daily processions by 

olitical parties and trade unions, 

SSP's science jamboree stands apart 
not only for the spirit it embodies but 
also the method in which the message of 
science and progess is conveyed. Nor- 
mally processions from Kerala's north- 
ernmost tip, Kasaragod, and Trivan- 
drum in the south converge in Trichur, 
in the central part of the state, after cov- 
ering 11,000 km. In the process, about 
1,000 villages and a score of semi-urban 
and urban townships are covered by the 
KSSP Jeep-led procession. Normally, 
this jamboree — lasting for 37 days — 
manages to give 3,000 roadside shows. 
A street corner or a crowded market is a 
good enough place. Folk songs, tribal 
and traditional dances and street plays 
are employed to convey the message. 

Bearded, bare-chested young men 
giving the — of pilgrims sud- 
denly descend on the villages and ham- 
lets to the accompaniment of beating 
drums. It looks as if some temple festi- 
val has spilled on to the streets. But 
these pilgrims of science excel in giving 
short skits on a wide range of scientific 
issues covering health, environment, 
technology and development. The 
demon of drug addiction, the evil of 
multinationals and the menace of en- 
vironmental pollution are lampooned 
by these "science addicts" to the amuse- 
ment of the audience. In this way KSSP 
has succeeded in utilising theatre 
techniques as a crucial complement to 
printed words in a sustained campaign 
to convey the message of science and 
wage war on superstitions. But, as 
KSSP says, the march of science is not 
an attempt to dole out scientific infor- 
mation but to stimulate people against 
whatever was unscientific and un- 
reasonable through a familiar medium. 

KSSP came into being as a small 
group of intellectuals who were engaged 
in popularising science through articles 
in Malayalam — the mother tongue of 
Keralans — in 1962. This voluntary and 
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non-government organisation soon 
grew into a mass movement made up of 
scientists, doctors, workers, peasants 
and technicians. It has a membership of 
12,000 with around 500 units spread 
over the state. The units are organised 
by regional and district councils. 
Besides annual science processions, 
KSSP has covered fresh ground by at- 
tempting "mass dialogues" through 
classes on specific themes of public in- 
terest: nature, science and society class- 
es in 1975, resources of Kerala in 1976 
and cheated customers classes in 1982 
were some of the most successful. The re- 
sponse has always been overwhelming. 
Many people found the discussions con- 
trary to their religious norms and 
taboos, but, in the end, it was the scien- 
tific spirit that emerged triumphant. 
KSSP also uses the print media to get 
its message across. In 1966, it launched 
a vernacular journal Sastragathi which is 
popular with college students. Its suc- 
cess inspired KSSP to publish Sastra 
Kerala, which is devoted to school child- 
ren under the age of 15. The publication 





wing of KSSP publishes on an average 
two to three popular-science books 
every year. Its prized publication, a sci- 
ence-curiosity encyclopaedia priced at 
Rs 100 (US$6.50), has been bought by 
14,000 people. And during its annual 
science processions, KSSP manages to 
sell printed material on science and 
technology worth Rs 400,000. To nur- 
ture scientific talent among the young, 
KSSP has initiated the "Eureka talent 
test" for primary-school children, the 
"Sastrakeralm" quiz for high-school 
students, and “Sastragathi” talent tests 
for college students. 


ME recently launched a science 
book club that offers about 200 
pages of new material to its subscribers 
every month. The KSSP's effort in non- 
formal education is exemplified by its 
School for Technicians and Artisans 
(START). The rationale behind START 
is that though many technicians and arti- 
sans are very good with their hands they 
have no opportunities for acquiring 


theoretical knowl- 
edge that under- 
lies their skill. 

To fight against 
the forces of ecol- 
ogical destruction, 
KSSP has success- 
fully spearheaded 
a people's struggle 
against deforesta- 
tion and pollution. 
The Kerala gov- 
ernment's decision 
to drop a con- 
troversial multi-million-dollar Silent 
Valley hydroelectric project — which 
would have submerged a large tract of 
virgin rainforest — is more than a little 
due to the sustained campaign by 
KSSP’s environmental brigade. KSSP 
also fought for the safe effluent disposal 
by a rayon factory owned by Birlas, a 
leading industrial group in the country. 
For many years effluent from the factory 
poured into the Cheliyar river, poison- 
ing agriculture and fishing. It was only 
after KSSP organised a picket at the fac- 
tory that the effluent was 
dumped at a safe site. It re- 
cently completed studies of 
the ecological impact of the 
Dalmia Paper Mill on the 
Kallada river and the de- 
cline of agriculture in the 
Kuttanadu region after the 
introduction of water con- 
trol projects. 

Similarly, KSSP’s 
health brigade has suc- 
ceeded in bringing about a 
change in people's percep- 
tion of medicine and 
health, To bring about an 
awareness of a cheaper 
health delivery system, it 
regularly organises debates between 
doctors and traditional healers. 

KSSP has unveiled a programme to 
involve the people in the planning pro- 
cess for science and technology deve- 
lopment in the state. This involves vil- 
lage-level units and is considered a rev- 
olutionary step in the diffusion of scien- 
tific spirit. K. K. Krishna Kumar, the 
KSSP general secretary, said: “It is not 
the purpose of KSSP to give direct 
leadership to people in their struggle to 
change the socio-economic system for 
which there are many other movements. 
The function of a non-governmental or- 
ganisation like KSSP is to create social 
awareness, or call it what you will.” 

As observed by Dr Kannan, a KSSP 
activist and economist at the Centre for 
Development Studies in Trivandrum: 
“Knowledge of science gives an addi- 
tional power to the people. This de- 
mystification of scientific spirit — re- 
ducing the gap between the experts and 
the people — is true development.” 

— Radhakrishna Rao 
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Easily handles up to 49 more passengers than the 767-200, giving this 
Boeing the same capacity as older twin-aisle jets. 
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Comfortably flies 261 people up to 1200 miles farther than the 767-300, 
making the extended range model a perfect replacement for wide-body trijets. 


The perfect airplane for the growing airline. 


The Boeing 767 is the — 767 options to come. All ver- ground support equipment. 
only twin-engine, twin-aisle sions can be piloted by the All of which makes running 
airplane that can grow withan same crew. All use the same an airline much more efficient. 
airline. And there are more spare parts. Allusethesame And much more profitable. 


Getting people together 


Bring your picture of Germany 
up to date. Audi. 











which characterize modern 
aircraft construction have be 
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open up new dimensions 
as regards quality, safety and 
durability. Thanks to the use 
of high quality materials, new 
technological processes 
and production techniques 
not to mention the durabil 

ity built into its overall design 
an Audi keeps its value 


Come and see for yourself 





Philip Deer, 
General Manager, 
Westpac Asian Division. 


In fact, the Asian region is 
already the world's fastest 
growing commercial sector. 

But like anywhere in the j 
world, for business to keep — — td 
thriving here, a strong banking 
connection is vital. 


Westpac is the bank for you. 


Westpac is Australia's largest B NE 


bank with offices in all the key 
financial centres of Asia. 
According to Philip 
Deer, General Manager of 
Westpac Asian Division, 
“We recognise the huge 
potential here and are 
dedicated to serving 
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our Asian customers better 
than any other bank can? 
“Surely, it was no 
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— Finance magazine recently 


voted Westpac Managing 
Director, Bob White, as 
BANKER OF THE 
YEAR... It shows we 
mean business!" 
No other bank 
serves your 
business better 
than Westpac 


which is why we 


a ai — should be talking 
S — to each other. 
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In Singapore 
even our smallest guest receives 
our fullest attention 
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A small thing... A special touch... 





The New Otani is a big city hotel with all the facilities and 
services you'd expect of a S-star hotel. But 
with 400 rooms, we're small enough to devote 
special attention to the smallest details (even if 
they're 3 feet tall and weigh all of 60 pounds!). 






On the banks of the historic Singapore River 
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Leave betrayals to history 


The letter by O. Tara Singh from Ma- 
laysia [18 July] was a showpiece of illog- 
ical thoughts and opinions that are often 
held by some of the Sikhs outside India. 
He says that to the Sikhs the name of 
Hindustan stinks but India they love. 
Ihe Indian Constitution calls the coun- 
try India (Bharat). There is no mention 
of the name Hindustan. It is just a base- 
less propaganda of some vested in- 
terests mainly from outside India. 

Singh contradicts himself when he 
mentions the term Sikh nationalists. In 
India, which Singh loves, should there 
be any other nationalism than Indian 
nationalism? 

He goes on to mention Prime Minis- 
ter Rajiv Gandhi's words, “revenge by 
peaceful means.” This is the usual trick 
of using words out of context. The 
prime minister used the words clearly to 
calm down the enraged feelings of the 
masses after the assassination of Indira 
Gandhi. It is true that there was chaos, 
and administration tn the northern parts 
of India collapsed. A big city like Bom- 
bay was tense but calm due to vigilant 
administration. There were some inci- 
dents against Sikhs even in Dubai, an 











Bhindranwale: intimidation. HSENG 





emirate famous for its law and order. 
These things happened because Sikhs 
were easy to identify, which is no justifi- 
cation for what happened. For Singh's 
knowledge, the same types of atrocities 
and on the same scale had been perpet- 
rated against innocent Brahmins in vil- 
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lages of Maharashtra after the murder 
of Mahatma Gandhi by a Brahmin. 
Wherever large groups are involved, it 
is difficult, almost impossible, to prove 
and pinpoint the persons who actually 
committed the crime. 

Singh talks of intimidation, threats 
and brutal force being used against 
Sikhs. This same intimidation was prac- 
tised by a Sikh named Sant Jarnail 
Singh Bhindranwale trom the holiest of 
our shrines for months before he was 
killed in the army action. Prominent 
Hindus as well as Sikhs were liquidated 
under his directions. Should any sensi- 
ble government tolerate such killings? 

Singh says Sikh youths are asking 
why Hindus should be called brothers 
when pages of Sikh history proclaim 
Hindu betrayals. Instances of indi- 
vidual betrayals are found in any his- 
tory. We have to see what the masses 
think. About calling Hindus brothers, it 
is the duty of aged Sikhs like him to ex- 
plain the fact that there is a tradition in 
Punjab to make the eldest son a Sikh. 
calling Sikhism Bhakti Marg. The tall 
talk of a martial race is derived from 
British history and not from Sikh his- 
tory. I ask Singh also to read that part of 
Sikh history which compelled the guru 
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to come to the Deccan region, and think 
over it logically. 

Let the bodyguards’ betrayal be the 
last. Let us live happily together in 
India. 

Bombay Sanjiv Thakur 


Doubtful sources 


| read with interest the COVER STORY 
[20 June] on the 35th anniversary of the 
Korean War. However, I would like to 
clarify two historical points. 

First, there is no evident basis to the 
rumour to which Derek Davies refers, 
that North Korean President Kim Il 
Sung was "decorated for heroism during 
the battle of Stalingrad." The best infor- 
mation that we have on Kim's activities 
during the early 1940s is an anonymous 
account by “a Korean communist now 
living in the Soviet Union" (Lim Un, 
The founding of a dynasty in North 
Korea, Jiyu-sha, 1982) which claims 
that Kim served as a captain in a special 
reconnaissance brigade of the Soviet 
army, stationed near Khabarovsk, that 
carried out long-range penetration mis- 
sions into Japanese-occupied Man- 
churia. 

Surprisingly, Pyongyang has re- 
cently begun to drop hints to much the 
same effect. For example, The brief his- 
tory of the revolutionary activities of The 
Great Leader Comrade Kim Il Sung 
(1982) leads into its discussion of these 
years by invoking Kim's “faithful|ness|” 
to proletarian internationalism, has him 
making a speech directly linking the for- 
tunes of the Korean revolution with 
“the outbreak of the Soviet-German 
war,” and claims that his guerilla units 
not only carried out raids behind Japan- 
ese lines from “secret bases” but also 
"train|ed] in airborne and seaborne op- 
erations . . . and pushed forward in co- 
operation with the Soviet troops which 
took part in the war against Japan." In 
the end, what is important is that Kim 
did fight against Japan. 

The second point is that readers of 
Khrushchev Remembers should be 
aware of the book's questionable accu- 
racy as a historical source. The first 
volume of the “memoirs” was prepared 
from Russian-language transcripts pro- 
vided by Khrushchev's associates that 
often conflict with what he says on the 
tapes. 

Like other oral histories, Khrush- 
chev's tapes are often vague, con- 
fused, and full of ambiguous time re- 
ferences. Khrushchev is actually un- 
clear on whether Kim made a trip to 
Moscow early in 1950 to discuss the war 
(he had been there in the spring of 1949) 
and on how fully Mao Zedong was 
brought into the picture on planning for 
the attack. The tapes are so hesitant on 
this point that it is worth letting 
Khrushchev speak for himself: 
































































*Mao Tse-Tung also answered affir- 
matively. And in my opinion, that is, 
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At FW Management Opera- 
tions, we specialize in making new 
and existing industrial plants more 
profitable. At any stage, from plan- 
ning through operation, we provide 
management experts to help you. 

We can work with you during 
design, engineering, and construc- 
tion to assure that your plant meets 
performance specifications. We can 
commission your plant and set up a 
maintenance program for you. 

We can assign plant personnel, 
or assist you in recruiting your own 
personnel, locally or worldwide. 
We can train your team in manage- 
ment, operations, and marketing. 
And our people will stay with you 
as long as you need them. 

Right now, at an oil refinery in 
Saudi Arabia and a salt plant in 


Uganda, our people are involved in 
both plant operations and training. 

Ata fertilizer and chemical 
plant in Bangladesh, we are train- 
ing all craftsmen, operators, and 
supervisors required to construct, 
maintain, and operate the complex. 

At a power plant in Ecuador, a 
refinery in South Korea, and a fer- 
tilizer plant in Egypt, we are help- 
ing to move new plants through the 
critical start-up phase. 

Whatever you produce—paper, 
food, metals, or anything else—we 
can help you. Wherever we go 
around the world, we have the ca- 
pabilities of Foster Wheeler behind 
us and an 80-year heritage of suc- 
cessfully engineering, constructing 
and operating industrial plants. 

So let us become part of your 





team. We canrun your entire 
operation for you. Or we can 

train your people and then phase 
ourselves out. Our principal offices 
are in Houston, Texas; Reading, 
England; and Milan, Italy. Talk to 
us and get arunning start today. 


FW Management Operations, Ltd. 
Aldwych House, 2 Blagrave Street 
Reading, Berkshire, 

RG1 1AZ, England 

Phone: (0734) 583585 Telex: 848600 
Hong Kong—Ocean Centre 

Tel: 3-721-1711 Tlx: 37512 
Singapore—Shaw Centre 

Tel: 733-5216 Tlx: RS39292 


FOSTER (7 WHEELER 


We'll run your plant for you. 
Or we'll get you off to a running start. 





WESIIN HOTELS ASIA 


PHILIPPINE PLAZA 
IN MANILA 


The Philippine Plaza. On 
historic Manila Bay right 
in the heart of the city. 
Sprawling acres of 
tropical parkland. 700 
world«lass guestrooms 
offering breathtaking 
views of one of the 
world's greatest sunsets. 9 
dining and entertainment 
outlets. Extensive 
recreational facilities 
including Asia's most 
spectacular pool. 
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Philippine Plaza 


Call your travel agent or the Westin Hotel 


in your city or telex 40443 FIL PLAZA 


WESTIN HOTELS ASIA 


SHANGRI-LA 
IN HONGKONG 


The Shangri-La. Where 
doing business is a 
pleasure. With the largest 
guestrooms in the city. 
Fully -equipped Executive 
Centre and Health Club. 
24-hour room service. 
Eight fine restaurants 
and lounges. 


Y 


WESTIN HOTELS 


S Shangri La hotel 
HONG KONG 


Call your travel agent or the Westin Hotel 
in your city or telex 36718 SHALA-HX 





he too, well I don’t know, it seems, 
but now I don't remember exactly 
how Stalin formulated the inquiry. I 
mean, well, in my opinion, he [Sta- 
lin] asked him [Mao] what he thought 
about the essence behind such an ac- 
tion. In my opinion, to both issues 
Mao answered with approval .. .* 

[Journal of Korean Studies, 1983. | 

Also omitted from the “memoirs” ts 
Stalin's fretting that the US would "pur- 
posely disregard the [North Korean] ac- 
tion.” Evidently, the Soviet leader 
hoped for some response short of all-out 
intervention. 

Finally, the published version of the 
“memoirs” omits Khrushchev's state- 
ment that Soviet aviators flew air-de- 
fence missions during the war. 
Pennsylvania John Merrill 


1984: an after-taste 


The Orwellian spirit of 1984 seems to be 
lingering on in Hongkong, 12 years be- 
fore the territory's takeover by China. 
The Hongkong people sense something 
odd as they are faced with one fait ac- 
compli after another without their prior 
knowledge or consultation — often on 
things of vital importance to their fu- 
ture. 

First there was the joint declaration 
negotiated for two vears without their 
participation under a total news black- 
out until it was announced to them as à 
fait accompli in September 1984. 

Successive faits accomplis fixed or to 
be fixed under "confidentiality" (news 
blackout) without their prior knowl- 
edge are the Basic Law Draft Commit- 
tee announced in June this vear; the 
drafting of the basic law itself for post- 
1997 Hongkong begun in July 1985, and 
the latest, the drafting of a constitution 
for the Basic Law Consultative Com- 
mittee in Hongkong. 

Even respected lawyer Liu Yiu-chu, 
herself on the six-member group set up 
to draft the constitution for the consul- 
tative committee, and puzzled by the 
Chinese terms, “assistance” and 
“democratic consultation” which kept 
cropping up in discussions, has re- 
quested clarification, but so far no suita- 
ble clarification has been forthcoming. 

Could it be possible that, like Or- 
well's newspeak of "War is Peace" and 
"Freedom is Slavery," these terms do 
not mean what they normally mean in 
the free world so that a befuddled Miss 
Liu reportedly warned that unless their 
true meaning is cleared up, there will be 
confusion, and Hongkong's lifestyle will 
be changed — contrary to the no- 
change pledged in the Sino-British ac- 
cord. 

Finally, like the last straw, the basic 
law is said to be subject to "interpreta- 
tion by the Standing Committee of the 
Chinese National People's Congress" 
instead of the local Supreme Court as 
has been promised, to the prejudice of 
Hongkong's judicial entity. 
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The world is watching the drafting of 
the basic law as a touchstone of the 
much-vaunted “one country, two sys- 
tems" concept which has so far only 
shown itself to be more of “one coun- 
try“ than of “two systems.” 


Hongkong Jimmy Hsieh 


Praising British style 

Singapore's First Deputy Prime Minis- 
ter Goh Chok Tong’s statement that the 
British-style system of government in 
Singapore has a fatal flaw, because it 
could allow a change of government, 
could be interpreted as the concept 
which the political party in power there 
has nourished for Singapore. But in the 
eyes of the world, the British-style sys- 
tem of government, civil Service and ad- 
ministration of economy have been 
tested beyond doubt to be the most effi- 
cient, stable, incorruptible and dynamic 
approach basically required for the solid 
foundation and framework of a healthy 
and strong government, 

History has already singled out that 
former British colonies were mostly 
stable and their peoples content under 
British rule. But many of these former 
British colonies now suffer from inter- 
nal unrest, their economies are topsy- 
turvy and corruption has become ram- 
pant after independence. Therefore, it 
has been recognised universally that the 
British-style system of government is 
the best. 

Under this system the government is 
by and for the people. Defects and dis- 
crepancies of any method adopted by 
the government can be detected and 
changed. 


Kuala Lumpur James K. L. Liang 


It's all in the mind 


Goh Chok Tong is the last person who 
should be talking about the mind, seri- 
ous or otherwise. He has become Singa- 
pore's first deputy prime minister with- 
out being independently minded and 
now he wants to let only “serious- 
minded" opposition parties operate. 

What is more crucial is that if the 
job is to be done well by current Singa- 
pore Government standards it invari- 
ably means that it must entail a mindless 
pandering to the whims of Lee Kuan 
Yew. 

There are any number of technocrats 
in Singapore who could be doing what 
he is doing quite easily. 

Of course in a place like Singapore it 
Is not clever to predict that an obsession 
with the material alone will certainly 
bring disastrous consequences. Singa- 
pore's social institutions must be first 
class if it is to survive in the long term. 
They must be so much better than its 
economic organisations. 

50, not only must opposition parties 
be "serious-minded" but so must Peo- 
ple's Action Party appointees. 

London Wong Hoe San 
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AKASAKA PRINCE HOTEL 
IN TOKYO 
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The Akasaka Prince 
Hotel. 40 storeys of 
luxury. 761 rooms with 
wide, spectacular views. 
12 superb restaurants 
and lounges. Over 30 
meeting and banquet 
facilities. Shopping and 
entertainment only 
minutes away. The 
wonder of the orient 
with all the comforts 
of home. 


WESTIN HOTELS 


Akasaka PRINCE HOTEL 


A^ al uated note! — Tokyo 


Call your travel agent or the Westin Hotel 
in your city or telex 2324028 AKAPRH] 





WESTIN HOTELS ASIA 
IHE WESTIN CHOSUN 


IN SEOUL 


The Westin Chosun. 
Designed for the business 
traveller in the heart of 
bustling Seoul so you can 
do business where 
business is,and with the 
largest guestrooms in the 
city. Business center with 
24-hour telex and 
facsimile service and over 
30 airline offices. Finest 
dining and entertainment 
facilities. 
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THE WESTIN CHOSUN 


Seoul 


Call your travel agent or the Westin Hotel 
in your city or telex K24256 





end 


Commitment 


The mark of an exceptional bank 





A good bank is made up of good people. Gifted, 
dedicated, determined people, whose 
expertise and experience are committed to your 


financial success. 


UBS - the committed bank. 





Union Bank of Switzerland # 30-01 Shell Tower 






Branch Offices in Asia Yurakucho Building Singapore 0104 ~, - 

Union Bank of Switzerland 10-1, Yurakucho 1-chome S anon Sa 
— Chiyoda-ku Head Office of Switzerland 
Gloucester Tower Tokyo 100/Japan Union Bank of Switzerland 

11 Pedder Street Union Bank of Switzerland Bahnhofstrasse 45 


Hong Kong 50 Raffles Place CH-8021 Zurich 





he Philippines' Ayala group has weathered wars and 

revolutions without diverting from its course of steady 
growth. But, while emerging unscathed from these external 
challenges, an internal rift within the controlling Zobel fami- 
ly two years ago has posed the property-based conglomer- 
ate the greatest challenge in its 151-year history. Long-time 
chairman Enrique Zobel left the flagship Ayala Corp., then 
earlier this year resigned from the group's Bank of the Philip- 
pine Islands. Now, the group's management is in transition 
from the ‘dictatorial’ methods of Zobel to the ‘democratic’ 
style of his successor, cousin Jaime Zobel de Ayala. Manila 


correspondent Jose Galang reports on the way the company is handling the 


transition. Pages 104-110. 


Cover illustration by Lui Mo Ping. 





Page 14 

New proposals for a Sri Lanka settle- 
ment trigger murders of moderate 
Tamils by extremists who fear concili- 
ation might be at hand. 


Pages 16-18 

Gen. Fabian Ver holds off asking for 
an aquittal as President Ferdinand 
Marcos considers his political options 
for securing his power. 


Pages 27-30 

Burma Socialist Programme Party 
chairman Ne Win appoints President 
San Yu to the new position of party 
vice-chairman, thus clearing the way 
for San Yu's succession. 


Pages 32-34 

While the notorious Pol Pot officially 
'retires' — without convincing the 
sceptics — coalition President Prince 
Norodom Sihanouk says nobody 
should believe his own threats of res- 
ignation. 


37 
Tun Mustapha Datu Harun wins a pre- 
liminary court victory in his effort to 
unseat Sabah Chief Minister Datuk 
Joseph Pairin Kitingan. 





Page 

The Soviets 
against Afghan rebels near the Pakis- 
tan border, but the mujahideen are 
confident of surviving. 


launch an offensive 


Pages 55-86 

Tourism can earn more revenue than 
rice for Asian nations — but the mas- 
sive infrastructure it involves makes it 
a costly gamble. FOCUS reports on the 
prospects and problems of the travel 
trade in Asia. 


Page 87 

Within weeks of Japan announcing its 
'final' measures to open its economy 
to US exports, it has quietly taken 
steps to cut textiles imports from 
four Asian neighbours — parallel- 
ing the US Jenkins Bill's proposed 
curbs. 


90 
Thailand's sugar industry is caught in 
a major crisis, despite foreseeing the 
current slump in the world sugar mar- 
ket and taking early steps to ease its 
impact. 


Page 93 

Taiwan's new finance minister buys 
more time to deal with the snow- 
balling crisis within the Cathay Trust 
group following the bank's inability to 
redeem US$35 million of commercial 
paper. 


103 

A public call has been made to turn 
China's state enterprises into joint- 
stock companies as the best way to 
remove the dead hand of bureaucracy 
from factory managers so they can 
implement the leadership's reform 
policies. 


Page 124 


Hongkong's Orient Overseas group, 
the latest shipping line to need help 
to weather the storms of an ever- 
worsening maritime industry, is 
seeking restructuring of its bank 
debts. 
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pcs C. V. Devan Nair, 


Í REGIONAL 


. Nair rejecta Singapore’s 
conditional pension offer 


The Singapore Parliament has 
a pension to former 


ut his family turned it down, 
Nair shocked the nation in late 


= March when he resigned as 


president, saying he was an al- 


.| coholic. At the time of his res- 





Barker said Nair was 


| ignation he went to the US for 


treatment. 

On 31 August, the parlia- 
ment unanimously approved a 
monthly pension of S$5,000 
(US$2,222) provided he con- 
tinue to receive treatment by 
government-appointed doc- 


tors. Moving the motion for the 
pension, Law Minister E. W. 
well 





aware that should he “just take 
one drop, he would be back to 
square one. He would thus be 

signing his death warrant." 
Within hours after the news 
was announced on state radio, 
Devan Janamitra, Nair's sec- 
ond son, issued a statement 
that Nair had declined the con- 
ditional pension and that his 
family stood behind the deci- 
sion. Nair himself stated in a 
letter to The Straits Times on 4 
September that the financial 
coercion involved in the pen- 
“sion was not acceptable to him. 
— V. G. Kulkarni 


Korean students’ 


. say trial was unfair 


Lawyers defending 20 univer- 
sity students who seized the US 
Information Service library in 
Seoul in May have challenged a 
three-member court panel 
headed by Judge Lee Je Hun 
on the grounds that the stu- 
dents’ trial was unfair. 
National assembly mem- 
ber Pak Chan Jong of the 
opposition New Korea Demo- 
cratic Party, one of the stu- 


12 f 


B NM ; 4 4 
Nair: coercion unacceptable. "^ 


dents’ defence attorneys, had 
earlier asked the court to sum- 
mon as witnesses US Ambas- 
sador Richard Walker and two 
other American diplomats. to 
offer their views on whether 
the students were pro-com- 
munist sympathisers with 
North Korea. Citing diploma- 
tic immunity, the court turned 
down the request. 

— Shim Jae Hoon 


Taiwan's Chiang has 
third eye 
Taiwan President Chiang 
Ching-kuo, 75, underwent eye 
surgery on 30 August for the 
third time in the past four years, 
raising new concerns about his 
health and the succession prob- 
lem. Doctors at Veterans Gen- 
eral Hospital in Taipei said the 
Operation to remove a cataract 
on Chiang’s right eye went 
smoothly. In 1982 he had retina 
surgery on the left eye, and the 
previous year doctors operated 
to correct a bleeding condition, 
also in the left eye. Chiang has 
diabetes, which can sometimes 
affect the eyes. 

— Carl Goldstein 


Australian rn Court 
judge is jai 
In a move unprecedented in 
Australian legal history, High 
Court Judge Lionel Murphy 
was sentenced to 18 months in 
jail on 3 September for at- 
tempting to pervert the course 
of justice. His earlier convic- 
tion arose from attempts to in- 
fluence a magistrate in pro- 
ceedings against a Sydney sol- 
icitor, a friend of Murphy's, 
who had been charged with 
forgery and conspiracy. 

— Jacqueline Rees 


Dharsono denies sedition 
charges in Jakarta court 
Retired army lieutenant-gen- 
eral H. R. Dharsono read his 
own hand-written defence 
statement against sedition 
charges on 29 August in a 
Jakarta courtroom packed with 
about 400 people, including 50 
student activists and other 
Dharsono supporters who 
cheered when the general en- 
tered the courtroom. 


The former Asean secret- 
ary-general said his pam- 
phleteering in recent years 


was meant not to subvert 
but to uphold the original 
guiding principles of Indo- 
nesias New Order govern- 
ment, of which he was a pro- 
minent early supporter. 

ji — Lincoln Kaye 


sector and 


-| transfef {Joans and pledges ‘to 
BUSINESS meet fully. the project's local- 
| |and foreign-currency needs. 


Bangkok stock fund 
gets response 
Initial subscriptions to the 


Bangkok Fund (REVIEW, 25 
July) have fallen short of ex- 
pectations. Against the origi- 
nally targeted range of US$15- 
30 million, the fund attracted 
only US$11 million when sub- 
scriptions closed at the end of 
August. (This ^ was later 
rounded off to US$10 million.) 
Choedchu Sophonpanich, 
head of Bangkok First Invest- 
ment and Trust which acts as 
the fund’s investment adviser, 
blamed uncertainty on the part 
of foreign investors over the 
proe cts of the Thai economy 
or the disappointing response 
(SHROFF, page 123). 

— Paisal Sricharatchanya 


Singapore sets new 
tax concessions 
Singapore has announced a 
second package of tax conces- 
sions to help the ailing business 
t the slumping 
economy. The package, an- 
nounced on 31 August by First 
Deputy Prime Minister Goh 
Chok Tong, will leave S$400 
million (US$177.7 million) 
with the private sector in the 
form of taxes forgone by the 
overnment. It followed simi- 
ar measures announced on 26 
July which amounted to 
another S$450 million. 

The latest concessions in- 
clude the extension of a 30% 
rebate of property tax to indus- 
trial and commercial premises 
which are;rented out as well as 
those occupied by the owners. 
The S$14.76-a-tonne duty on 
fuel oil was abolished, an ad 
valorem duty on petrol was re- 
duced from 60% to 50% and 
the diesel tax on taxis was cut 
from S$6,600 to S$1,100 a year. 
Although the concessions were 
welcomed by the business com- 
munity, it is unlikely that they 
will lead to any appreciable 
turnaround in the economy. 

— V. G. Kulkarni 


Four foreign groups seek 
Indian pipeline contract 
Four foreign companies have 
submitted bids to construct 
India's largest —natural-gas 
pipeline — a contract worth 
US$1.7 billion for the 1,700- 
km line. India's Petroleum 
Ministry said the four had of- 
fered generous terms including 
export credits, technology 
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Bids are due to be opened in 
November; and the contract is 
expected ‘to be awarded by 
end-1985. . 
The. bidders are SNA 
Progetti (a subsidiary of Italy’s 
state oil company); Spie-Capag 
of France; Nova Corp. Interna- 
tional Consulting of Canada, 
and Condux of Mexico. The 
line will carry natural gas 
from two offshore fields’ in 
western India to a fertiliser 
complex under construction 
in the north. 


— A Corresponden 


Jakarta seeks to revive 
Japanese investment — 
In a bid to revive flagging Ja- 
panese interest in Indonesia, a 
high-powered official delegation 
from Jakarta is visiting Tokyo 
from 8 September. The team is 
jointly led by Development and 
Planning Minister J. B. Sumar- 
lin and Investment Promotion 
Board chief Ginandjar Kar- 
tasasmita — long-standing an- 
tagonists in the debate on how 
much protectionism is appro- 
priate for the Indonesian 
economy. They will be accom- 
panied by several dozen busi- 
nessmen. The trip comes at a 
time when Japanese investors 
have been pulling out of In- 
donesia — complaining of fal- 
ling profits, administrative de- 
lays, protectionist barriers and 
more attractive alternatives 
elsewhere (notably China). 


— Lincoln Kaye 
Ma to restructure 
KLCE, commodity act 


Trading in palm-oil futures is to 
resume on the the Kuala Lum- 
pur Commodities Exchange 
(KLCE) in October after being 
at a standstill since a default in 
early 1984. KLCE members 
had earlier approved the intro- 
duction of a new clearing sys- 
tem and clearing house, in- 
creased the financial require- 
ments for members and limited 
the number of members to 130. 
Meanwhile, the Malaysian 
Government has announced it 
will introduce a new commod- 
ity-trading act in parliament 
next month. The bill would up- 
grade the status of the Com- 
modities Trading Council and 
give it greater regulatory and 
supervisory powers. It. would 
also make market manipula- 
tion an offence punishable by a 
jail term of up to five years. 

| — A. Correspondent 
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US DOLLARS, ANYONE? - 


! ; "t vilul 150 is YEAR 
The Thai Government is considering 


its first currency swap on a foreign 


oan which would involve changing at 


US$60 million loan committed earlier 
this year into Swiss francs or 
Deutschemarks. The swap would be. 


part of a broader Ministry of Finance - 


policy to diversify the country’s 
currency mix as well as to re-finance 
the government's external debt, 
which was about the equivalent of 
US$8 billion at the end of April. 
However, some modification 

of existing laws would be required 
before the swap could be made. This 
is being studied by the Juridical 
Council. 


PARADISE GASSED 


The US Army plans to spend US$67__ 


million to stockpile chemical weapons 
on Johnson Atoll, a former nuclear 
test site upcurrent from the Marshall 
Islands and close to US military bases 
in Hawaii. The atoll has also served as 
a garbage dump. The new storage site 
is tô be built on land about 10 ft above 
sealdevel, and the army admits that it 
is ^slibject to flooding under certain 
conditions." The atoll may also be 
used as a ground station in 

President Reagan's "Star Wars" 
programme. 


BOMBS AWAY ON YOON 


South Korean Defence Minister 
Yoon Sung Min is coming under 
increased opposition pressure to step 
down for failing to alert the country 
of the 25 August intrusion into South 
Korean airspace of a Chinese H5 light 
bomber, which crash-landed in a rice 
paddy south of Seoul. Members of 


THE WEEK 


AUSTRALIA 
King Birendra of Nepal arrived on an offi- 
cial visit (7 Sept. ). 


The Khmer Rouge said it had replaced 
Pol Pot as commander of its army (2 Sept.). 


HONGKONG 
Sino-British talks on the territory's avia- 
tion opened in Peking (2 Sepr.). 


INDIA 
Police arrested 3,500 people during a rail 
blockade that seriously disrupted services in 
Tamil Nadu when rocks Were placed on the 
tracks and signal lines were cut in protest 
against the deportation of two Sri Lankan 
amil guerilla leaders (30 Aug.). About 
5,000 Sikh militants held a rally in Punjab 
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spokesman said the 
“escorted” by South Korean military 








the opposition New Korea 
Democratic Party accused the 
Defence Ministry of lying when its 
5 bomber was 


aircraft as the bomber, low on fuel, 


sought a safe landing site. The 


opposition is c erat angry over 
the military authorities’ failure to 
activate nationwide sirens to alert the 
public of the intrusion. 


ENCOUNTER IN BALI 


Gen. Benny 
Murdani, 
Indonesia's 
armed forces 
chief, made an 
unpublicised visit 
to Bali to talk 
to Vietnamese 
Foreign Minister 
Nguyen Co 
Thach. Military 
sources in Jakarta 
remained tight-lipped about the 
meeting, but Vietnamese sources let 
it be known in diplomatic circles that 
the two had discussed “strategic 
posee. Thach went to Bali in 
etween a series of lengthy sessions 
with Indonesian Foreign Minister 
Mochtar Kusumaatmadja and a brief 
meeting with President Suharto in 
Jakarta. The same week he met 
Thach, Murdani also received Thai 
armed forces commander Gen. Arthit 
Kamlang-ek and Malaysian Prime 
Minister Mahathir. A military 
delegation from Kuala Lumpur, 
comprising the four Malaysian service 
chiefs and Mahathir, in his capacity as 
defence minister, discussed with 
Murdani Indonesia's strategic Natuna 


f 






Murdani. 


urging their followers to boycott elections 
there (/ Sept.). Prime Minister Rajiv Gan- 
dhi, preparing for Punjab elections, sacked 
nearly half of his party's sitting members in 
the state to "x in younger candidates, 
party officials said (3 Sept. ). 


NORTH KOREA 

South and North Korean Red Cross offi- 
cials broke off talks in Pyongyang on reunit- 
ing families after a dispute erupted over a 
walk-out by Southern from a — dis- 
play but the talks resumed (28 Aug. ). 


PAKISTAN 

Late former prime minister Zulfikar Ali 
Bhutto's daughter Benazir was placed under 
90-day house arrest in Karachi (28 Aug.). 
Police Jàunched a big manhunt for opposi- 
tion activists following Benazir's arrest (30 
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ocean border between the two * 
countries. 


UNRESTRAINED YARN 


South Korea has decided not to | 
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restrain exports of cotton yarn to 
Japan beyond April 1986. The 
decision was conveyed to Japanese 
International Trade and Industry | 
Minister Keijiro Murata at the 13th - 
Japan-South Korea ministerial * 
meeting held in Seoul on 29-30 78 
August. Undera three-year voluntary 
export-restraint agreement reached — | 
in 1982, South Korea has kept annual — 
cotton-yarn exports to Japan at P 
around 270,000 bales, Seoul claims — | 
Pakistan has taken advantage of the — 
recent by shipping huge volumes 
of cotton yarn into Japan, making its 
own restraint meaningless. mr 


WRONG MARCH J 


When Chinese President Li Xiannian 
visited Burma in March he reportedly - 
made an interesting comment On 
China's socialist experience during his | 
aetas talk with Burmese strongman _ 
e Win, whois chairman of the ruling 
Burma Socialist Programme Party. — 
According to a story doing the rounds . 
in Rangoon, after listening to Ne Win. 
relating Burma's progress along the — 
road to socialism, Li said that China | 
had marched along the same road, _ 
found little at the end of the journey, — 
and was now marching back again. — — 
Some diplomats in Rangoon feel 
the story may be apocryphal, but 
other observers think that, given 
political developments in today's 
China, it has an appealing ring of | 
truth. | 
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Aug.). Opposition leaders demanded the re- 
lease of Benazir (37 Aug.). 


PHILIPPINES 

The Supreme Court ruled that previous 
evidence by Gen. Fabian Ver was inadmissi- 
ble in the Aquino murder trial (30 Aug.) — | 


SOUTH KOREA i i 
The government decided to send the pilot 
of à crashed Chineses bomber to Taiwan, it | 
was reported (29 Aug.). | 


SRI LANKA 1 
Indian and Sri Lankan officials drafted | 
new proposals for peace talks on Sri Lanka's 
ethnic crisis (3/ Aug.). Two former Tamil 
MPs were kidnapped and murdered by 
DM in. Jaffna, it was reported (3 
ept.). 
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Gunmen try to discourage new Tamil talks 


Hope and despair 


By Manik de Silva in Colombo and Salamat Ali in New Delhi 


S ri Lanka is poised at a possible turn- 
ing point in its racial crisis, with 
Tamil extremists turning on moderates 
in the hope of preventing them from ac- 
cepting negotiations on the basis of a new 
set of proposals seen as offering a real 
chance of conciliation. 

On 3 September, the eve of cabinet 
consideration of the Indian-sponsored 
IEonoeas. Tamil guerilla extremists 
adnapped from their Jaffna homes and 
then murdered two former members of 
parliament belonging to the more mod- 
erate Tamil United Liberation Front 
(TULF) which is reported to have ac- 
cepted the idea of renewed negotia- 
tions. 

The violence was a clear sign of des- 
peration on the part of the extremists to 
try to stop acceptance by the moderate 
Tamil elements of the new proposals in 
which the Colombo government has 
made important concessions — though 
falling far short of the guerilla demands 
for an independent Tamil state. 

The proposals were the result of 10 
days of intensive consultation between 
the Indian and Sri Lanka governments 
in New Delhi following the collapse of 
the second round of peace talks in 
Thimphu, Bhutan, despite Indian ef- 
forts to keep them going. 

The agreement followed the realisa- 
tion that Indian Prime Minister Rajiv 
Gandhi's government had underesti- 
mated the popular support for the milit- 
ant Sri Lanka Tamils and their sep- 
aratist cause in India's southern Tamil 
Nadu state after threats to revive the 
state's own separatist claims. 

The Indian miscalculation became 
obvious when, following the breakdown 
of the Thimphu talks, the Indian Gov- 
ernment deported three Tamil leaders 
who had made their bases in Madras. 

The three — exiled lawyer S. C. 
Chandrahasan, Anton Balasingam of 
the Liberation Tigers of Tamil Eelam 
and S. S. Sathyendra of the Tamil 
Eelam Liberation Organisation — had 
refused an invitation to talks in New 
Delhi and were considered to be behind 
the Tamil walkout from the peace talks. 

New Delhi reacted angrily to the 
snub, issuing deportation orders against 
them on 23 August. Sathyendra, a Bri- 
tish-passport holder, left before the 
order could be served. Balasingam, also 
holding a British passport, was de- 
ported to London and Chandrahasan, 
who has a multiple-entry visa to the US 
in his Sri Lanka passport, was put on à 
flight to New York. On his arrival, how- 
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ever, he told immigration officials he 
did not want to stay and he was put on a 
flight back to India. 

Meanwhile, the government's action 
had created an uproar in Tamil Nadu. 
With almost unbelievable speed a multi- 
party organisation — called the Tamil 
Eelam Supporters’ Organisation — was 
set up under the chairmanship of M. 
Karunanidhi, president of the Dravida 
Munnetra Kazhagam, one of the state's 
coalition partners, which organised a 
huge protest march in Madras on 25 Au- 
gust. Posters accused the government of 
betrayal and warned that if Tamil lead- 
ers were sent back to Sri Lanka, seces- 
sionist agitation in Tamil Nadu, called 
off in the early 1960s, would be revived. 

Criticism came from many state 
politicians, including state agriculture 
AP PANA-INDIA 
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minister K. Kalimutho — a contender 
for the chief ministership — and even 
from Congress party MPs. 


T: government's predicament was 
eased by Chandrahasan and Balasin- 
gam, who made personal appeals to the 
prime minister, declaring their admira- 
tion for him and his late mother, Indira 
Gandhi, and their efforts towards a 
peaceful solution to the Sri Lanka prob- 
lem. As a result, Chandrahasan was al- 
lowed to stay in India on his return and 
it was agreed to review Balasingam's 
case at an appropriate time. 

The militants still were not ap- 
peased, and their supporters called for 
the obstruction of all railways in Tamil 
Nadu on 30 August as a protest. A total 
of 7,000 political activists were arrested 


by state authorities, but even so all rail 
services had to be suspended for 24 
hours following’ various attempts to 
burn stations and sabotage the track, 
some with explosives. 

The Tamil groups are still refusing to 
attend talks in New Delhi until the two 
outstanding deportation orders are 
lifted. Under pressure, the Indian Gov- 
ernment raised its low profile in the 
peace process and pressed the Sri Lanka 
Government to agree to the new set of 
proposals to serve as a basis for future 
negotiations. The draft proposals are 
now being studied by both sides after 
being initialled on 31 August by Hector 
Jayewardene, brother of the Sri Lankan 
president, his chief negotiator. 

It is understood in Colombo that the 
draft has the basic support of TULF, the 
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main Sri Lanka Tamil political party, as 
well as of the People's Liberation Or- 
ganisation of Tamil Eelam (PLOTE), 
one of the main guerilla groups. 

Although the proposals are sup- 
posed to be confidential, they were 
transmitted by Indian Foreign Secretary 
Romesh Bhandari to Tamil Nadu minis- 
ters in an effort to defuse criticism there 
of the government. Subsequently, 
leaked versions of the proposals ap- 
cared in the Tamil Nadu press, reveal- 
ing that they envisage the creation of di- 
rectly elected provisional councils in Sri 
Lanka's Northern and Eastern pro- 
vinces. 

This is a considerable concession to- 
wards devolution from the previous 
government offer of smaller district 
councils. However, linking the predo- 
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the Eaten Pro where pio 
and Sinhalese Tove tiier outnumber the 
Tamils has not been conceded. 

The proposed councils, according to 
reports, would be vested with legislative 
and executive powers, with the leader of 
the party commanding the most support 
to be named chief executive councillor 
— equivalent of chief minister — who 
would recommend the appointment of 
provisional ministers to. form executive 
councils, virtually provincial cabinets. 

The creation of such provincial coun- 
cils would require a constitutional amend- 
ment which the ruling United National 
Party (UNP) government, with more 
than a two-thirds majority, can comfort- 
ably push through parliament, though 
the opposition Sri Lanka Freedom 
Party (SLFP) is expected to oppose such 
a solution. 

While the SLFP will no doubt at- 
tempt to drum up Sinhalese-Buddhist 
opposition in the south, the old Left 
parties and the Sri Lanka Mahajana 
Pakshaya (SLMP) — which broke away 
from the SLFP — are expected to sup- 
port the government. The alliance be- 
tween the SLMP and the Left, in a veil- 
ed reference to the SLFP. warned in a 
statement recently: “Those who shout 


‘war are recklessly indifferent to the 
dangers of the present situation, Those 
w ant to promote a major Sinhala- 
Tamil clash seem determined to re- 
vert. . . to primitive savagery.” 


JA by siecion on 12 September at 
Mulkirigala, a rural, Sinhalese- 
Buddhist constituency in the deep 
south, could be a testing ground of 
grassroots opinion, with the UNP facing 
a SLFP challenge. Whoever wins is sure 
to try to suggest that the voting repre- 
sents a verdict on the proposals. 

On the Tamil side, everything will 
now depend on whether TULF and 
other moderate elements are prepared 
to defy extremist terror tactics and take 
part in the peace process. A critical fac- 
tor will be how much pressure New 
Delhi can now exert on the extremists in 
view of the Tamil Nadu lesson. 

The present thinking in Colombo is 
that an agreement is possible, at least 
with the support of TULF and PLOTE. 
For Sri Lankan President Junius 
Jayewardene, the first major hurdle is 
reaching a final agreement with the 
moderate Tamils on the basis of the In- 
dian-sponsored proposals. Then he will 
have to sell it to the people — both 
Tamil and Sinhalese. 

Jayewardene is publicly optimistic as 
he obviously has to be. In his first public 
speech made after his brother returned 
with the draft from New Delhi, he told 
an audience in the sacred Buddhist city 
of Anuradhapura, scene of a Tamil mas- 
sacre of 150 Sinhalese in May: “I am 
hopeful that the flames of terrorism will 
die out in our land soon. Evil things can- 
not last long." ü 
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Wellington unconvinced by French Greenpeace report 


By Colin James in Wellington 


T» Auckland Star summed up New 
Zealanders’ feelings in a cartoon: 
French Prime Minister Laurent Fabius 
was shown in a Parisian street pissoir, 
from which a pipe led to a shower over a 
disgruntled New Zealander. In denying 
all official responsibility for blowing up 
the Greenpeace ship Rainbow Warrior 
in Auckland on 10 July, France was taken 
in Wellington to have responded dis- 
dainfully and arrogantly. 

Prime Minister David Lange was left 
to fulminate powerlessly against the 
conclusion of a French investigation 
into allegations of involvement of 
French secret service agents in the 
bombing, which cleared both the gov- 
ernment and the agents. And when the 
French flatly refused to extradite the 
agents to face trial, New Zealand, as 
Lange ruefully pointed out, could not 
afford an implacable enemy in the coun- 
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cils of the EEC, where it has special ac- 
cess for its butter and lamb. 

Rainbow Warrior arrived in Auck- 
land on 7 July to take part in a protest 
over continued French nuclear testing 
in the South Pacific. There was an ap- 
propriateness about the Auckland call. 
In 1973 New Zealand sent a navy frigate 
into the Mururoa Atoll test area to put 
pressure on the French to stop atmos- 
pheric testing. This year Lange’s gov- 
ernment has attracted worldwide atten- 
tion for refusing to accept visits by nu- 
clear-powered or -armed warships, thus 
ping the Australia, New Zealand and 

S defence pact (ANZUS) under 
strain. 

When Rainbow Warrior was blown 
up on 10 July, causing the death 
of a photographer on board, sus- 
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pena naturally turned towards the 
rench. This was heightened when New 
Zealand police arrested a French couple 
calling themselves Turenge on charges 


related to the bombing. Then in early 


August a string of news reports in Paris 
implicated DGSE — the French secret 
service. Bernard Tricot, a former Gaul- 
list minister, was commissioned to in- 
vestigate the affair and President Fran- 
çois Mitterrand assured Lange that no 
effort would be spared to bring the 
guilty to justice. 

Tricot's report served its purpose: it 


cleared the government, but it served it | 


too well, by clearing it so blandly and so 
swe epingly that itinvited incredulity. Its 
speed of preparation — it was published 
less than three weeks later, on 26 Au- 
gust — and the gaps in the investigation 
— Tricot did not take up Lange's offer 
to visit New Zealand to examine the 
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local evidence — added to the scepti- 
cism. 

Tricot found that five French agents 
had operated in New Zealand on the 
Greenpeace affair: the "Turenges," 
who turned out to be agents Cmdr Alain 
Mafart, formerly an officer in a Corsi- 
can swimming combat centre, and Capt. 
Dominique Prieur (both due for trial in 
New Zealand on 4 November), and 
Chief Warrant Officer Roland Verge 
and Warrant Officers Andries and Bar- 
telot, who left New Zealand in the yacht 
Ouvea and are now back in France. 
Warrants for their arrest for murder, 
arson and conspiracy have been issued 
in Auckland. 

Tricot found it improbable that 
Mafart and Prieur had been involved 
since Prieur had back problems that 
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nly tWo — and there was fk 

visited Auckland from 
northern mooring of the Ouvea, and in 
any case it would have been "extremely 





their.authority and bombed the Rain- 
bow. Warrior. ; 
"Tricot seems to have been much i im- 
pressed by their military training and 
bearing. ^The three men are non-com- 
missioned officers aged between 30. and 
35.-AIl are excellent sportsmen. They 
have.a very military attitude, but not 
rigidly so. I would be very surprised if 
they were thoughtless or careless.” 
Their orders had required them to 
mingle with the population and not act 
as. secret service agents... The 
*hypothesis" that they had taken it on 
themselves to blow up the ship "seems 
unlikely considering the training of the 
Officers and their characters . ... and 
ieir: appreciation of the negative 
acklash in France of any violent ac- 
ns against Greenpeace, yt cona A in 
ed countries such as New Zea- 
Ticot was firmer on the question of 
ether they had acted under orders, 
nif veiled in jargon. “All that L have 
n and heard makes me certain that at 














































































damaged,” Tricot said. “Th 












actions other than those tending to 
rectly execute government direc- 
es.” 












icot said French. Defence. Minister 
Charles Hernu had told him agents 
ad been ordered only to collect infor- 
ation on the Greenpeace flotilla. 

Adm. Pierre Lacoste, the head of the 
DGSE, had told him the agents. were 
authorised to infiltrate Greenpeace and 
consider ways of countering its activities. 

— Tricot said the word “anticipate” 

used in the instructions had no particu- 
lar meaning that could lead to ansin- 
terpretation of prevention of the mis- 
sion. "The margin of possible interpre- 
tation was below what I would call the 
. danger zone, that is one in which. the 
' services could have believed they were 
being asked or authorised to use. ‘soft 
methods’ themselves distinct from. acts 
of violence." 

- "CTricot's report raised a storm of 
accusations of “whitewash” in France, 
Britain and New Zealand. He was. de- 





Carroll of espionage.” Tricot himself 
conceded the possibility that he was.de- 
ceived. “I do not exclude that there may 
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mprudent" of them to have exceeded 


government level no decision was | 
en that the Rainbow Warrior. honid á 





on to believe (and strong reasons to i 
elieve the opposite) that the DGSE 
its agents in New Zealand in- | 


trial, appeared to pave.the : | 
controversial, albeit expected, move for 


scribed on French TV as the "Lewis 


have been i a kind of general agreement 


nge was € 


truth in Paris, he said: It was. "inconclu- 
sive, contradictory and certainly incred- 
ible" and so transparent that it could not 
be: called a whitewash. Later, when 
Tricot appeared to concede some of the 
report’s flaws, Lange added that Tricot 
had made an international fool of him- 
self. “He has leapt from the ‘Titanic to 
the iceberg. Whata marvellous godsend 
to an opposition to have a report which 
p to have five spiesin New Zea- 

nd — three combat divers assigned to 
land duties while: watching. Rainbow 
Warrior in Auckland, never leaving a 
place 120 km north." «^ ^ « 

Lange demanded an apology bon 
France and an assurance that it would 
not ha pen again. The mere operation 
of the five “spies” in New Zealand was, 
he said, “an outrage, a violation of New 
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The presid 





Marcos considers four ways of reinforcing 


By Quy Bacerdot in Manila 


ilippine Supreme Court deci- 
on 30 August that previous tes- 


o of Armed Forces of the Philip- 








pines chief of staff Gen. Fabian Ver and 
seven others charged as accessories to 
the murder of opposition leader Be- 
nigno Aquino, is inadmissible at their 
way for.a 





an wagta BS 

. But after the special. court trying the 
case resumed hearings on 2 September, 
Ver's attorney, Antonio Coronel, said 
he would only move for the aquittal if 
the trial continued. to. drag. on. for 
another few months. 

For Ver, who as one of President 
Ferdinand Marcos' closest aides has 





strenuously insisted on his innocence 


while expressing his personal. “hurt” 
over being charged as an accessory to 
murder, the seemingly sudden patience 
with trial. proceedings might . appear 
strange. 

But in the realm of current. Philip- 
pine politics — as unpredictable;as they 
are inevitably dominated by Marcos’ 
machinations — the decision to deter 
cae for an aquittal only. increases 


arcos’ options for a new round of poli- 


tical manoeuvring expected soon, ac- 
cording to both government and o Pr 





tion sources. i 
A Ver aquittal now could produce a 
"popular backlash and threaten moves 

Marcos. is. considering to bolster his 


French culpability "in respect < of Rain. 


's options - 


from Máícos" personal legal adviser, 


Q si- 
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— Warrior assessed” Me f 
i belga « dia 
le e got neither: from Fabius. in a de: 
layed statement which indicated con- 
siderable embarrassment, Fabius left 
the strong impression that he had doubts 
about the report: Lange condemned 
Fabius’ defiant statement that France 
was legitimately pursuing its interests in 
having spies in New Zealand. “We 
have, as a nuclear power, to defend 
what we consider to be the interests of 
France in the region," Fabius said. 
“There are activities contrary to our in- 
terests.. Nobody in particular among 
those who encourage them can be sur- 
prised that we wish to remain 
vigilant in. order to maintain those in- 
terests." 
In addition to an apology, 























Lange 











his power © ~ 


eonscnnional hold on power aga inst an. 
increasingly bold legal opposition anda 
growing underground Left: Until Mar- 
cos decides on a definitive plan of ac- 
tion, trial strategy, which senior govern- 


ment sources say emanates directly 









will likely. remain simply another pawn 
in the power game. > | 

On 12 September, the day after Mar- 
cos turns 68, his Kilusang Bagong Lipu- 

nan (KBL) party is expected to meet in 
caucus to décide whether an early, or | 
"snap" presidential election should be | 
called. Since the idea was first broached 
in a KBL caucus in^ early August 
(REVIEW, 15 Aug.), both Marcos loyal- 
ists and the opposition have been 
kept off-balance as to what the presi- 
dent has up his sleeve. 

An impeachment motion against 
Marcos in the national assembly: was 
quashed within nine hours by a KBL- 
dominated:committee before the oppo- 
sition could even present evidence of 
Marcos family investments abroad and 
alleged violations of the constitution. 

The opposition’s plan to file the im- 
D. motion was originally cited 

Marcos as the reason he favoured 
ilr an early election or dissolution of 
the assembly. But immediately after the 










impeachment resolution was buried, 
military, government and opposition 
- figures all said that the impeachment - 
| fiasco was merely an excuse to bring up 





wants compensation for police expendi- 
türe (detectives were sent to France, for 
instance) and naval salvage of the Rain- 
bow Warrior, raised.on 2] August. He 
explored the possibility of taking a case 
to the International. Court. of Justice, 
and suggested the French ambassador 
might be usefully recalled to Paris for 
discussions. He called the spiriting of 
the three agents: from the yacht to 
France, their appearance before Tricot 
and subsequent disappearance the re- 
verse of the total cooperation promised 
by Mitterrand. But he stopped short of 
any diplomatic breach because of 
France’s pivotal role within the EEC 
would make access for butter and lamb 
more difficult. 

Meanwhile, other evidence has 
mounted that implicates the agents in 
the bombing. Examined in Norfolk Is- 
land, where it was abandoned, the yacht 
Ouvea yielded evidence that explosives 
were stored on it of the type used on 
Rainbow Warrior. Unofficial reports 
say that two of the men were seen in a 
dinghy on Waitemata Harbour in Auck- 





the possibility of early presidential 
polls, which Marcos had been consider- 
ing anyway. 

As if to bolster that theory, the KBL 
caucus, meeting again on 25 August to 
discuss the idea, chose to “defer” a deci- 
sion until 12 September. This occurred 
despite a hastily called survey among 
the country’s 42,000 barangay captains 
(or village leaders) who, mostly repre- 
senting the KBL locally, resoundingly 
said an early election would unnecessar- 
ily divert effort from the two current 
major thrusts of government policy: try- 
ing to turn around a debt-laden econ- 
omy which contracted 5.5% in 1984, 
and -concentrating on fighting the 
rapidly growing communist insurgency. 

Many observers, even within the 
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land on the night of the bombing. 

A report from Tahiti said three 
Ouvea crewmen were dropped in 
Papeete by the French navy on 22 July. 
A Christine Cabon, who had infiltrated 
Greenpeace in Auckland, is said to have 
been a French agent who specialised in 
infiltration and has since had plastic 
surgery to protect her from reprisals 
from the Palestine Liberation Organisa- 
tion which she infiltrated some time ago 
(Tricot found she left before the bomb- 
ing). And the New Zealand detective 
superintendent heading investigations, 
Allan Galbraith, has said he does not 
accept that another Ouvea member, Dr 
Xavier Maniguet, was in New Zealand 
simply on holiday. 

Fabius has promised a shakeup of in- 
telligence services and has asked for evi- 
dence, held in New Zealand, implicat- 
ing the agents. But Galbraith, who says 
past information pven to French police 
and investigators had been leaked to the 
media, fears additional evidence may be 
leaked which would jeopardise the 
Mafart-Prieur trial. 


KBL itself, felt the survey was rigged 
against holding elections, possibly by 
over-zealous party officials inadver- 
tently producing results which, in effect, 
would actually limit Marcos' options. 
Makati Mayor Nemesio Yabut, for 
example, told the REVIEW that he 
favoured early elections less than 24 
hours before newspaper reports had 
him at the forefront of the survey grou 
saying elections would be merely a di- 
version. Thus Marcos initiated the 
caucus resolution to defer a decision 
until mid-September. 


E ut despite the confusion and postur- 
ing, sources from within the military, 
the KBL, the legal opposition and com- 
munist-led underground all point to 
four main options Marcos is investigat- 
ing: 
» Early presidential/vice-presidential 
elections. sometime before the sche- 
duled May 1986 elections for local offi- 
cials and the May 1987 presidential elec- 
tion. 
» A national referendum asking for 
continued support for Marcos' policies. 
The referendum could include constitu- 
tional amendments which would pave 
the way for greater presidential control 
over any early electoral process. 
> A limited state of emergency, under 
which Marcos could expand attempts to 
isolate the Left from its growing influ- 
ence among the more moderate, 
mainstream political opposition. He 
could then detain  Left-influenced 
labour leaders while boosting arbitrary 
powers in strongly insurgent regions 
—— in Mindanao) while leaving 
the moderates alone. 
» Simply do nothing and follow the cur- 
rent electoral schedule. 

In terms of the first three, these 
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Chiang Ching-kuo denies 


he plans to install his son . d 


By Carl Goldstein in Taipei 
mid concern over the health of 
aging President Chiang Ching- 

kuo, the Tawian press has made a 

concerted effort to dispel the no- 


tion that he might be planning to be — 


succeeded by his son, Chiang 
Hsiao-wu (REVIEW, 5 Sept.), as he 


succeeded his own father, Chiang - 


Kai-shek. 

Taking the opportunity of an in- 
terview with Time magazine, 
Chiang for the first time categori- 
cally denied that he had ever consi- 
dered naming a member of the 
Chiang family as his successor. All 
major newspapers in Taipei ran 
front-page stories on 26 or 27 Au- 
gust quoting the interview in full. 

Significantly, the question re- 
garding the succession was featured 
most prominently in the nearly 
identical reports. 

The succession issue has long 
been a sensitive one in Taipei. Sev- 
eral years ago, foreign reporters 
submitting questions in advance for 
possible interviews with Chiang 
would be told by officials that even 


raising the succession question 
would end any chance for an inter- 


view. Even now, opposition politi- 
cal magazines which discuss the 
issue often face confiscation by the 
authorities. 

Concern has been rising in re- 
cent years that Chiang, who is 75 
and suffers from diabetes, will 
leave a vacuum in the Taiwan 
power structure when he dies or is 
disabled. Some analysts feel that in- 
stability may result from the joc- 
keying for position among top rul- 
ing Kuomintang (KMT) and mili- 
tary contenders for power. The fact 
that Chiang felt called upon to 
make the statement demonstrates 
the level of concern among the 
leadership over the issue. 

Vice-President Lee Teng-hui, 
who is 62, is likely to be named pre- 
sident in the event Chiang died be- 
fore his second, six-year term is 
completed in 1990, However, Lee 
is a native Taiwanese and a techno- 
crat by background, with little su 
port in the top rungs of the K 
and military. As a result, analysts 
say he would be no more than 
the figurehead for a collective 
leadership that would rule Taiwan 
until a new, strong figure could 
emerge. 
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sources say Marcos' options include as- 
sorted variations and combinations. 
The most often referred to include hold- 
ing a referendum before either elections 
or an emergency would be called. Other 
variations include dissolving the assem- 
bly with new assembly elections being 
slated for the first half of 1986, delaving 
the local elections for a year as the result 
of an “emergency” situation (perhaps 
determined by a referendum), or evena 
direct return to martial law. 

But sources close to palace thinking 
say that the first step in most of these po- 
litical options — a national referendum 
appears to be favoured, at least as of 
early September. One source says Mar- 
cos’ powerful wife, Imelda, has already 
confirmed the plan with a number of her 
confidants. 

Marcos’ motive for consolidating 
control now derives from a number of 
factors. His health remains a major 
issue, despite his recent ability to handle 
an almost normal working day. The ill- 
ness afflicting him over the past few 
years has appeared in cycles, the last in 
November 1984, and the desire to en- 
sure a succession in which an ally pro- 
tects his political and economic legacy 
remains strong. 

With the various moderate opposi- 
tion parties still in a state of disunity, 
though slowly moving towards consen- 
sus, Marcos could virtually guarantee a 
split opposition should an election be 
held now. Also, he needs to rebuild loy- 
alty among provincial and local KBL of- 
ficials in view of local elections next May. 
If those polls are the first held, opposi- 








mitted as evidence in their trial. 
The testimonies, given in 

front of the Agrava board, were 
the primary basis for the govern- - 
ment prosecutor asking for a 
conviction against Ver and the 
second major figure in the trial, 
Maj.-Gen. Prospero Olivas, 

head of Manila's powerful Met- 
ropolitan Command. Defence 
lawyers had argued from the 
start that the — "indictable" 
charges against the eight were 
based almost exclusively on 
their own testimony before the 
board, and thus the constitu- 
tional provision against self-in- 
crimination should prevent 
vet being used in the actual 
trial. 
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Inadmissible evidence 


Court rules Ver cannot incriminate himself 


A; expected, in a 3-10 decision, the Philippine Supreme 
Court ruled on 30 August that testimony given to an in- | 
quiry board by Armed Forces chief of staff Gen. Fabian 
Ver and seven others charged as accessories to the killing of 
opposition leader Benigno Aquino could not be ad- 


tionists would have the chance to solidify 


their local political infrastructure before 


the 1987 presidential election. 

The US, upon which Philippine 
politicians have traditionally relied for 
policy support, has also let it be known 
it will be watching closely to ensure a 
fair election, whenever one is held. 


B oth an early election or a limited state 
of emergency have their pitfalls. 
To hold an election under the current 
constitution, Marcos must resign — 
something virtually all observers say is 
extremely unlikely. While opposition 
squabbling and the current electoral 
structure would give Marcos a clear ad- 
vantage — even in a fair poll — the op- 
penon might just join forces, a possi- 

ility Marcos might find too worrisome, 
even though independent sources say 
the KBL is already forming a “third 
force” of political allies to split the op- 
position vote just in case. 

A limited emergency at this time 
might provoke a violent reaction from 
among the Left-leaning students and 
labour in the cities, with a possibility of 
the middle class joining in. This would 
not help the Marcos policy of isolating 
the Left from the middle class, espe- 
cially in Manila. Also, an emergency 
would clearly go down badly with the 
more liberal-minded US policymakers, 
while making it difficult for the White 
House to support the move. 

A referendum, however, would give 
a sense of a renewed mandate for Mar- 
cos while at the same time leaving either 
an election or a state of emergency as 





options. With a series of simple yes/no 
questions, a referendum could ask for 
support for Marcos’ anti-insurgency and 
economic recovery programmes, as well 
as for approval ple of constitu- 
tional amendments, such as one allow- 
ing Marcos to seek anew electoral man- 
date without having, to resign. Under 
the constitution, referendums can be 
called anytime Marcos feels he needs to 
determine “the will ofthe people.” 

As an added boost to holding a re- 
ferendum, the first statistically scientific 
random poll throughout the nation — 
released on 28 August by the Bishops- 
Businessmen’s Conference for Human 
Development — showed a satisfactory 
performance rating for Marcos’ leader- 
ship of 44% (25% were dissatisfied 
while 31% were undecided). Surpris- 
ingly, while a full 61% said they disag- 
reed with Marcos retaining decree-mak- 
ing powers and 65% dissapproved of the 
continued use of Marcos-ordered arbi- 
trary detention, 37% said a return to 
martial law would be good for the coun- 
try (33% were against the idea with 30% 
undecided). 

In view of these results, few doubt 
Marcos could; arrange a referendum 
which would fit his political needs. The 
question, however, from among politi- 
cal observers in both government and 
opposition camps, is whether any re- 
ferendum under a Marcos administra- 
tion would have any public credibility. 
And that could leave the whole exercise 
merely a holding action, leaving the 
countrys continuing problems  un- 
changed and untended. 


Defence lawyers in the trial asked the special court hear- 
ing the case not to M ee CHE 


an article in the presidential decree setting up the 


which states that testimony cannot be used 


a witness 


if he has been compelled to testify, “after having invoked 


With newly a 
nouncing the 


gere —— 2 





Ver; Olivas: testimonies null and void. 


his privilege against self-incrimination." 

— inted Chief Justice Felix Makasiar an- 
! on, the Supreme 
and the others had been compelled to testify 
Agrava board had never informed them of their right 


Court ruled that Ver 
, and that the 
against self-incrimination. 
Claudio T ee, senior as- 
sociate justice passed over by Pre- 
sident Marcos when he appointed 
Makasiar, led the three dissenting 
ions, saying Ver had welcom- 
the chance to testify before the 
board, knew his rights and was 
not compelled to give evidence, 
and thus it should be admitted. 
Rather than appeal against the 
decision, prosecution decided 
merely to rest the case, with the 
caveat that it might be reopened if 
new evidence was uncovered. 
The trial, still defence 
—— Parr merry - those ac- 
as | , is expected to 
continue for at Senet andes 
month. — Guy Sacerdoti 
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Chase Partnership. 


Working closely with 
Rolls-Royce Ltd 


to provide trade finance 
for aero-engines 
around the world. 


Chase became The Premier Trade Bank™ globally 
through having highly skilled international corporate 
bankers, systems specialists and trade experts work 
closely together and closely with major quality 
corporations worldwide. 

This spirit of partnership has led to the 
development of innovative techniques to optimize trade 
finance through export credit agency facilities, leverage 
leases, bankers' acceptances and a complete range of 
classical trade products. 

Partnership — that's what makes Chase second 
to none in trade banking. 
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Whether you're calling on every 


last pound of thrust to lift a 165-met- CFe-S0C 
ric-ton jetliner off the ground, or trying 5 AR A 
to forecast the life cycle cost of its DOLEO E S ate | 
engines, promises indeed do count. COMPARISON 7^" * 

Airlines have universally discov- 35,000 ft.,0.8mach — | 
ered they can count on the promises that ae First Engine 
go with a General Electric power plant. 





Our current CF6-50 engine, for Installed Net Thrust 


GE delivers on another promise. Certification testing on the A300-600 
verifies a 13.6% improvement in fuel efficiency, exactly as promised. 








e A registered trademark of General Electric Company U.S.A. 


COURT. 


example, has met every single promise efficiency was a 13.6% improvement 


ever made, or beaten it. And that over the initial flight test performance 
includes thrust, fuel consumption, of the CF6-50C. The actual number 
maintenance cost, reliability. proved out at 13.646. 

Our newest CF6-80C2 engine, We believe this kind of perform- 
now undergoing certification on the ance is the inevitable result of an 
A300-600, had a promised thrust of attitude: Promises should not be just a 
59,000 pounds. On its very first test, matter of good intentions. Promises are 


it hit 62,600 pounds. Its promised fuel meant to be commitments. 
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REVENUE POTENTIAL 


c. Total Revenue Potential 





PROFITABILITY SUMMARY 


e Net Profit Potential 
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CATERPILLAR 
$1603 


1*4 
65,278 
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a Initial Price Premio 


b Cat Profit % Advantage 


« Additional Profit per year 





d. Payback in years 


CATERPILLAR ou ; 
00 

a Revenue per hour 9 ?71 9 40 90 | l 3 
b. Annual Revenue 485 97 0 0 4. 5 0 9, 00 0 


LLAR OTHER 
cana 300 4509000 
a. Total Revenue Potential 2349265 2 276, s. 
b. Toral Operating Expense 2 5 1 0455 21 224 
m 309619 29801 
d. Total Cash Payment 2,200, $36 1 $ 7t, eue 
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Measure pete 


If you buy, lease or finance 
engines or power systems, 
this message could mean extra 
revenue and extra profit. 

Power system investment is 
a significant capital expenditure 
expected to produce maximum 
return. Unfortunately, engines 
which cost thousands of dollars 
less to buy often end up costing 
thousands of dollars more to own and 
operate, taking revenue and profit straight 
from your bottom line. 

Now, Caterpillar and your Caterpillar 
Dealer can help you make objective, 
definitive comparisons before you buy. 

Engine Investment Analysis provides 
a free, no-obligation tool comparing any 
two engines or power systems head on. And, 
it is tailored to your specific operation. 


Caterpillar, Cat and (B arc Trademarks of Caterpillar Tractor Co 









Using your own information, 
the analysis looks at engine 
ownership costs (initial 
price, interest payments, 
etc). Then operating 
expenses, revenues and 
profits are projected. 
The result is a clear, objective 
picture of the value gained by investing 
in one power system versus another. 
Want to know more? Talk to your 
Caterpillar Dealer today. Ask him for the 
whole story on Engine Investment 
Analysis and what it can mean to you. 
It's quick, it's free and it's another 
customer benefit from the industry leader 
— against whom all other are measured.. 
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Sheraton Brisbane 
Hotel & Towers 


FOR RESERVATIONS CALL YOUR 
TRAVEL PLANNER OR SHERATON IN YOUR CITY 
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Success in international business has a lot to do with problems - and can supply solutions. 

having the right connections. Delayed payments become an occasional rarity, rather 
And very few banks indeed can offer you as many as than a constant headache. 

Standard Chartered. International cash management that enables you to use 


As one of Britains largest banks, and specialists in inter- funds more efficiently becomes a reality, rather than an 
national business, we have over 2000 branchesin morethan objective 


60 countries. All linked by common systems and the latest in And whether you need a more competitive foreign 
telecommunications technology. And all staffed by peopleto exchange dealing service, better-tailored trade finance, or 
whom international trade is a way of life. more productive advice and introductions around the 
The result is that when you deal with Standard world, you'll find the service you want under one roof 
Chartered, you deal with people who understand your Ours 
(Se > er ee Ee SS "ce ACE 
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Standard Chartered Bank Head Office: 10 Clements Lane, London EC4N 7AB 
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Getting his ducks in order 


Ne Win appoints San Yu as BSPP vice-chairman 


By Rodney Tasker in Rangoon 


or two months Burma's official press 

had been building up an air of expec- 
tation for the most important political 
event in years in this tightly run little 
country: the fifth party congress. While 
officials of the Burma Socialist Pro- 
gramme Party (BSPP) were sometimes 
pictured saluting billboards heralding 
the occasion, foreign observers took 
bets on what changes the congress 
would bring to the nominally socialist 
system which has endured for 23 years. 

Some diplomats believed that recent 
increased contact between Burma and 
China, capped by a visit to Peking in 
May by BSPP chairman Ne Win, might 
augur à Chinese-style relaxation of 
Rangoon's strict, oppressive govern- 
ment. They were wrong. The week-long 
congress in early August proved to be 
much ado about nothing — with one 
notable exception. 

The event served as a vehicle for the 
aging Ne Win, now 74 and in poor 
health, to sign what many political 
analysts believe to be his last political 
will and testament. As one diplomatic 
observer in Rangoon commented: “Ne 
Win is an orderly man, and this is his 
way of saying that he has made his 
choice for his succession — and the 
others had better accept it.” 

While Ne Win surprisingly failed to 
make his usual policymaking speech to 
wind up the congress, he had already 
put his stamp of approval on the party 
leadership. 

By appointing President San Yu to 
the new position of party vice-chair- 
man, Ne Win had effectively and unam- 
biguously named his heir-apparent. Al- 
though San Yu, by his political track re- 
cord, can by no means aspire to fill Ne 
Win's shoes in terms of the latter's 
strength of personality and charisma, 
there is now little question that he will 
fill the No. 1 slot after the chairman. 

However, because San Yu, 67, has 
long accepted his position as a loyal and 
obedient subordinate to Ne Win and has 
been surrounded by other senior offi- 
cials who can claim a greater degree of 
allegiance from the army — a supremely 
important factor in Burma's military re- 

ime — Ne Win's immediate legacy is 
likely to be a collective leadership. 

Real power in Burma, as in other 
countries with socialist systems, lies 
with the party rather than the state ap- 
paratus. And in the pecking-order of 
power, after Ne Win and San Yu there is 
Aye Ko, re-elected as party general sec- 
retary, followed by Sein Lwin, re- 


elected as joint general secretary. 
All are former generals. San Yu, a 





FAR FACTERN FOONMMIC REVIEW a 19 SEPTEMRER 1085 


retired four-star general, former chief 
of staff and defence minister, is more 
senior in military terms than his col- 
leagues — apart from former general 
Ne Win. But Aye Ko, a retired major- 
general who formerly held the impor- 
tant command of the northern military 
region based in Mandalay, is still re- 
garded as more of a soldier's soldier 
than San Yu, Sein Lwin, a retired 
brigadier-general, also has a reputation 
as a tough army man. 

More significantly, perhaps, both 
Aye Ko and Sein Lwin were once pri- 


AP 





Ne Win; San Yu (top); Sein Lwin; Aye Ko: old guard. 


vates just after World War II in the 4th 


Burma Rifles, commanded by then 
Lieut-Col Ne Win, and it is known that 
the chairman still puts a great deal of 
stock on men from his old battalion., 
which he chooses for elite guard duties 
in Rangoon. 


A‘ important politically is that all 
three leaders served with Ne Win in 
the Burma Independence Army, which 
fought against the Japanese occupation 
forces towards the end of the war. One 
factor which separates San Yu from his 
colleagues, however, is that he has been 
a close associate of Ne Win since he 
seized power in a bloodless coup in 
1962. He served in Ne Win's revolution- 
ary council following the coup, taking 
charge of the finance, revenue and plan- 


ning portfolios. He retired from the 
army in 1978, havin à, (sts for six vears 
as chief of staff, and became BSPP gen- 
eral secretary. 

When Ne Win stood down as presi- 
dent in 1981, retaining the all-powerful 
position of party chairman, he ap- 
pointed San Yu president. As such, San 
Yu was considered more a figurehead 
head of state and, though he was a con- 
scientious state administrator, he was 
not even on the powerful party central 
executive committee. The recent con- 
gress returned him to the party hierar- 
chy with a vengeance, and many 
analysts think that when the Phithu 
Hluttaw, or people's assembly, con- 
venes on 4 November, he will also be re- 
elected as president, thus confirming his 
top positions in both state and party. 

The assembly itself will be new, fol- 
lowing a general election in early Oc- 
tober. But given the fact that Burma is a 
one-party state, with un- 
challenged candidates 
nominated not only for 
the assembly but lower 
tiers of the administration 
at township, division and 
village/ward levels, the 
election is more or less a 
formality, with the party's 
will prevailing nation- 
wide. 

Although diplomats in 
Rangoon, as well as local 
political observers, see lit- 
tle change being made to 
Ne Win's political system 
by his second-tier leader- 
ship, San Yu is thought to 
be more of a true socialist 
than the chairman. Ne 
Win's critics say he has 
maintained a tight one- 

arty socialist system in 
urma mainly to retain his 
supreme grip on power, 
rather than for any genuine 
socialist ideological rea- 
sons. 

San Yu's socialism may 
have stemmed not only 
from a desire to adhere to 
his master’s purported ideology, but be- 
cause of an early mentor, Ba Nyein. 
When San Yu took charge of the finance 
portfolio in Ne Win's revolutionary 
council in 1962, Ba Nyein was financial 
adviser to the government and was thus 
in San Yu's orbit. He later became 
cooperatives minister. Ba Nyein was 
one of the foremost socialists of his 
day, with a reputation as a pro-Soviet 
Marxist. 

When San Yu received more central 
committee votes than Ne Win for the 
position of chairman in an embarrassing 
election — later negated — in 1977, po- 
litical sources say the Soviet Embassy in 
Rangoon was privately pleased because 
they felt that San Yu would be more 
friendly to Moscow than his party boss. 
The Soviets may now have renewed 
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hopes of a closer relationship with Ran- 
goon, which has eluded them for more 
than a decade, under a San Yu leader- 
ship. 

They may be disappointed, because 
whatever San Yu's ideological pro- 
clivities, the party's constituency is a 
military one which for years has been 
battling a pro-Peking Burma Com- 
munist Party with military hardware 
bought from West Germany and the 
US. 

The current military kingpin is Gen. 
Kyaw Htin, who is deputy prime minis- 
ter, armed forces chief of staff and de- 
fence minister. Like San Yu, Aye Ko 
and Sein Lwin, he is close to Ne Win, if 
not closer than the others because of his 
hold on the military. His loyalty to Ne 
Win has earned him the nickname of 
bututu, or mascot, among some of his 
colleagues. He is popular with the army, 
but because he received only a basic 
education is not as adept at handling 
matters of state as some of his col- 
leagues in the leadership. 

However, his military image alone 
and the fact that he is due to retire soon 
at the age of 61 after a one-year exten- 
sion as a serving officer, make him a fa- 





vourite bet for litical pundits 
speculating on who will fill the top state 
positions in early November. 

Kyaw Htin is known to have turned 
down the position of prime minister last 
year in order to remain with the army. 

ut this time he might take the post, re- 

lacing the ailing incumbent, Maung 

aung Kha, who has a serious eye ail- 
ment. But many feel it is more likely 
that he will become the new vice-presi- 
dent, a position created by the people's 
assembly last year, with powers which 
the non-executive role of prime minister 
does not have. 


W hen Kyaw Htin leaves the military, 
he will almost certainly be suc- 
ceeded as chief of staff and also possibly 
defence minister by Lieut-Gen. Saw 
Maung, currently vice-chief of staff for 
the army and deputy defence minister. 
One figure who has become a focus 
of speculation in the aftermath of the 
congress and the run-up to the election 
of a new cabinet is Maung Maung. Al- 
though Maung Maung is known to have 
been very close to Ne Win for many 
years, he was one of two party leaders 
who lost their membership of the cen- 


Hermit goes hat-in-hand 


Rangoon may have to reschedule debts to avert a crisis 


outheast Asia's hermit country, 

Burma, is currently afflicted by eco- 
nomic woes similar to those causing 
concern in more affluent countries in 
the region. But unlike its more outward- 
looking neighbours who have become 
seasoned at handling external-debt 
problems, Burma's situation is evi- 
dently so serious that it is thought likely 
the government might be forced to 
break one of its cardinal rules and seek a 
rescheduling of loan repayments. 

Burma, with a central policy of not 
living beyond its means, has a proud re- 
cord of paying its debts on time. With 
the country's substantial potential ag- 
ricultural and mineral resources and its 
strategic location, this has made it an at- 
tractive target for the limited foreign 
funds the government allows. However, 
the country is now severely strapped for 
foreign exchange. With soft world mar- 
kets for its mainly commodity-based ex- 
ports, and a debt-service ratio now un- 
Officially estimated to be nudging an in- 
tolerable 45%, foreign analysts are pre- 
dicting a government request for major 
rescheduling within two years. 

While realistic official figures on the 
economy are difficult to obtain, the 
same analysts estimate that Burma's ex- 
ternal debt is now approaching US$3 
billion, up by at least US$200 million 
from 1984. This is not a substantial sum 
by international standards, but in the 
context of Burma's abiding theme of re- 
maining self-sufficient to immunise it- 


self from the vagaries of the world econ- 
omy, it is serious. 

At the same time, foreign reserves 
are estimated to have plummeted to a 
record low of less than US$50 million. 
"We think the Burmese Government in 
the next two years will have problems 
repaying loans," said one economist. 
“After that they will ask for a reschedul- 
ing if they can't promote exports. " 

Burmese exports of most products 
are in the doldrums. Rice makes up 
53% of exports, but increases here have 
been a sluggish 1-2% over the past two 
years. The growth is in line with margi- 
nally higher production, most of which 
has to meet increasing domestic con- 
sumption. One of the main problems 
facing rice farmers is a lack of fertilisers 
and insecticides — Burma produces 
only about 30% of its own fertiliser re- 
quirement and no insecticides — requir- 
ing substantial costly imports. 

The next biggest export item is teak 
and teak goods, accounting for 27% of 
foreign sales. But felling has failed to in- 
crease substantially, with exports of 780 
tonnes in 1984-85, compared with 630 
tonnes the previous year. Other export 
commodities are mainly minerals — 
lead, copper, nickel, zinc and precious 
stones — and maize, which is exported 
as animal feed. 

With paddy production comprising 
40-50% of gross domestic product, offi- 
cial forecasts in the upcoming fifth four- 
year plan, to be launched in 1986, of an 
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tral executive committee in the recent 
election — the other was retired 
brigadier Zaw Win, a member of the 
council of state. 

Maung Maung is considered capable 
and intelligent. He received a doctorate 
degree in international law in the 
Netherlands and has acted as legal ad- 
viser to Ne Win — not only on matters 
of state, but also in such personal affairs 
as the chairman's six marriages. 

With such academic qualifications, 
as well as his friendship with Ne Win, 
some observers speculate that he will be 
in line for vice-president, or even presi- 
dent — his ouster from the top party 
committee notwithstanding. Others 
point out that as the only non-military 
man in the leadership — he retired from 
the army after the war, having served as 
a lieutenant in the Burma Indepen- 
dence Army — he lacks military sup- 
port. 

Maung Maung is also thought by 
some serving military officers to be too 
much of a Ne Win yes-man, even among 
a leadership which has learned that sur- 
vival means not crossing the irascible 
chairman. In addition, insiders say he 
has expressed a desire to become an am- 





average annual 6.1% growth in GDP 
are thought by analysts to be highly in- 


flated. Real growth is expected to be 


more in the region of 2-3%. 


he strict policy of Burma’s ruling 

Burma Socialist Programme Party is 
to seek only government-to-govern- 
ment loans, as well as loans from mul- 
tilateral lenders such as the World Bank 
and the Asian Development Bank. So, 
with commercial loans out of the ques- 
tion, the government in July made a gen- 
eral request to the main donor countries 
to step up their loan portfolios, without 
specifying figures. e main request 
was for more commodity loans, which 
Japan and West Germany already pro- 
vide. 

The official 


request was aimed 
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| bassadorin one of Burma’s more impor- 
tant embassies. 

Another who is mentioned in Ran- 
goon circles as having potential for a top 
state post is Tun Tin, deputy prime 
minister and minister for finance and 

lanning. His military credentials are 
intact, with a title of rura for outstand- 
ing bravery in combat against Burmese 
insurgents, and he has sometimes travel- 
led with Ne Win on his overseas trips. 
Some observers feel he may become 
rime minister, with Maung Maung 
ha going up to the council of state. 

Among Tun Tin's colleagues in the 
cabinet, Maung Cho's destiny is puzzl- 
ing some analysts. As industry minister, 
Maung Cho was regarded as the ar- 
chitect of Burma's energy development, 
handling oil exploration and production 
as well as the more recent offshore 
exploitation of natural gas in the Marta- 
ban Gulf. But in April, the ministry was 
carved up, with Maung Cho becoming 
second industry minister and only acting 
energy minister. He was expected at 
least to be elected to the central execu- 
tive committee at the last congress, but 
his name did not appear. 

The central executive committee, now 





mainly at these two countries, which 
have by far the most substantial foot- 
hold in the economy of a country which 
fears that too much foreign participa- 
tion risks foreign domination, Japan. 
which last year provided ¥46.1 billion 
(US$195 million) in loans and Y 10.5 bil- 
lion in grants, channels about 50% of all 
government-to-government aid to 
Burma. Rangoon takes a 7-875 slice of 
Japan's official development assistance, 
ranking worldwide only after China, 
Thailand and Egypt as a recipient of 
such Japanese aid. West Germany is 
currently providing Dm 100 million 
(US$36.2 million) over a two-year 
period, and for Bonn, Burma ranks 10th 
in its list of aid destinations. 

The problem facing these two coun- 
tries is that Rangoon has specifically 
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comprising 17 members, was enlarged by 
two by the congress: all either sérv- 
ing or retired military men. Apart from 
San Yu, newcomers are Saw Maung, 
Construction Minister Hla Tun and 
Mines Minister Than Tin. The military 
presence is also heavy in, the central 
committee, enlarged by 20 to 280, with 
68 serving officers as members. 


iven what is widely regarded as San 

Yu's less than popular image among 
senior military officers, it remains to be 
seen how the new heir-apparent handles 
his exalted position in a political system 
modified by Ne Win to revolve around a 
single strong leader with whom, the 
armed forces feel comfortable. 

A little more than a year ago, many 
analysts viewed San Yu as being an un- 
likely successor to Ne Win because his 
wife was at the centre of a corruption 
scandal, involving property deals and il- 
legal use of construction materials. The 
president's house was even searched by 
investigators while he and his wife were 
abroad. But the issue now seems to have 
been forgotten, or at least papered over 
in Ne Win's desire to reward a faithful. 
compliant comrade. 


asked for loans for revenue-generating 
infrastructural projects such as power- 
transmission and port facilities, while 
the donors would prefer more socially 
oriented projects such as bridges, roads 
and water supply. 

In August, Japan and West Ger- 


many were among several friendly 
foreign countries which received letters 
from the government asking for helpful 
advice on domestic and foreign tourism 
and also details of the benefits of ex- 
porting- labour. The move convinced 
diplomats in Rangoon that the govern- 
ment, looking at the country's dismal 
export prospects, was contemplating 
other means of generating foreign ex- 
change to meet debt obligations. 

The lack of dollars in the govern- 
ment's coffers has meant that the 


These days, Ne Win is also renewing 


contacts with many other old comrades, 
some of whom have remained in dis- 


favour after arousing the chairman's | 
displeasure. “Ne Win appears to be 


oing around asking forgiveness from 
his enemies before meeting his maker," 
a diplomat said. How soon that will 
be is the subject of intense speculation, 


with the chairman the focus of scrutiny — 


for indications of his state of health. He 
is said to have suffered at least one 
stroke in recent years, which would ex- 
plain the awkward way he holds his left 
arm. 

In June he is known to have travelled 
to a clinic in Munich, West Germany, 
for an ulcer operation. The operation it- 
self is said to be simple, but it is some- 
times associated with the presence of a 
malignant growth. For the moment, 
most observers' political scenarios still 
assume Ne Win will remain at the helm 
at least for the immediate future. One 
Burmese critic of Ne Win's long tenure 
believes that he is not particularly wor- 
ried what happens to his country after 
he is gone, so long as he has a significant 
place in Burma's history. Of that he is 
already assured. o 


ubiquitous black market has been given 
a new lease of life. Although it is illegal, 
the government appears to turn a blind 
eye to clandestine imports of a wide 
range of consumer goods from Thai- 
land, China, India, Bangladesh, Malay- 
sia and Singapore. It is a convenient way 
to meet the demand for imported con- 
sumer goods. Consequently, dollars are 
ata premium, with the black-market ex- 
change rate at around Kyat 30:US$1, 
compared with the official rate of 
Kyat 8.5: US$1. 


G iven poor distribution systems and a 
scarcity of certain items, the black 
market is also a prime source for such 
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staples as rice and other food, petrol ` 


and kerosene. An unofficial survey in 


Rangoon in July found that the best rice 
was selling at Kyat 8 a bag on the black 
market, compared with the official price 
of Kvat 2.2. Similarly, chicken was Kyat 
35 compared with an official Kyat 25, 
and sugar Kyat 17 compared with Kyat 
8.50. Supplies of sesame seed and 
peanut cooking oil — an important part 
of the Burmese diet — are so meagre 
that not only have black-market prices 
soared but less-palatable palm oil has 
been imported from Malaysia over the 
past two years. 

Kerosene is in such short suppy that 
the black-market price is a whopping 
Kvat 30 a bottle, compared with an offi- 
cial Kyat 2.6, and motorists in Rangoon 
have become accustomed to queuing up 
for as much as an entire day for rationed 
petrol at the official price of Kyat 3.75 a 
gallon, unless they want to buy it on the 

lack market at Kyat 20-25 a gallon. 
— Rodney Tasker 
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THAILAND 


go BCP (Burmese 
Communist Party) 


Two-front insurgency 


Government forces fight Karens and communists in the north 


ike a see-saw, a dramatic scaling 

down of fighting between the Bur- 
mese army and Burma Communist Par- 
ty (BCP) insurgents in the north of the 
country over the past two years has 
freed more government troops to take 
part in an all-out assault on Karen rebels 
on the eastern border. 

The current stepped-up army cam- 
paign against the Karens has cost both 
sides dearly in terms of casualties, with 
little prospect of either achieving com- 
plete victory. But the government has to 
a large extent succeeded in one impor- 
tant goal: strangling the black-market 
trade in consumer goods from Thailand 
which has traditionally been the main 
source of revenue for the Karen Na- 
tional Union (KNU). 

The black market in such goods in 
Rangoon and the city of Moulmein, 
near the fighting with the Karens, has 
been substantially reduced over the past 
two years. A flow of black-market 
goods from Penang and Singapore has 
taken up part of the slack, but prices in 
some cases have more than doubled. 

The Karens, in turn, have hit back at 
the government not only in Karen state, 
but in a recent spate of attacks on rail- 
way lines. Although the KNU has de- 
nied involvement, the blowing up of a 
Rangoon-Mandalay train in late July, in 
which a locomotive and six carriages 
packed with passengers were derailed 
and which left an officially estimated 67 
Burmese civilians dead, is widely be- 
lieved to have been carried out by the 
KNU. Because of the civilian death toll, 
the KNU leadership may have felt too 
embarrassed to admit responsibility for 
the attack. 

The train was blown up near Toun- 
goo, about 150 miles from Rangoon. 


The area is inhabited mainly by Buddh- 
ist Karen who work as small farmers. 
Toungoo was at one stage held by Karen 
rebels shortly after they launched their 
separatist campaign in 1949. 

The KNU have readily claimed they 
carried out two other attacks on trains in 
May and January, both on the Ran- 
goon-Moulmein line. In the January in- 
cident, the train was partly derailed, but 
there were no casualties. In the May in- 
cident, the bombing was directed 
against a troop train heading towards 
the Karen battle area, and the KNU 
later said that while it would continue to 
hit the Burmese military, it would never 
harm innocent civilians. 

Further north the BCP, once the 
main threat to. the government and still 
estimated to have more than 12,000 
armed fighters, has been far less active. 
Diplomats in Rangoon say the BCP, 
which was once active in wide areas of 
upper and central Burma, is now largely 
confined to an area east of the Salween 
river, near the Shan state border with 
Thailand. 


Tu insurgents are known to be deep- 
ly involved in heroin production, 
and the area under their influence is one 
of the most lucrative for opium-poppy 
growing. One reason the BCP is having 
to resort to narcotics for revenue is that 
Peking apparently no longer gives it 
significant material support, though the 
Chinese Communist Party (CCP) main- 
tains relations with the BCP as it does 
with other outlawed communist parties 
in Southeast Asia. 

Sino-Burmese relations have im- 
proved substantially of late, with Bur- 
mese President San Yu visiting Peking 
last year, Chinese President Li Xian- 


Burmese army troops: stepped-up ca 





mpaign. 


nian returning the visit in March and 
Burmese leader Ne Win travelling to 
Peking in his capacity as chairman of the 
ruling Burma Socialist Programme 
Party — which the CCP does not offi- 
cially recognise in May. Joint Bur- 
mese-Chinese teams are also cooperat- 
ing in a programme to re-demarcate the 
remote border between the two countries. 

While China appears to have stop- 
ped material support for the BCP, some 
diplomats in Rangoon believe that the 
insurgents are now receiving military 
supplies from the Soviet Union, via 
Laos, which also has a mutual border 
with Burma in the northern area of the 
country. If true, this would be a signifi- 
cant development posing a threat to 
China, which has always worried about 
the prospect of Soviet-influenced encir- 
clement in its vulnerable southern 
underbelly. Other diplomats do not be- 
lieve the Chinese would allow the BCP 
leadership. which still claims to be pro- 
Peking, to embark on such an adventure. 

However, an indication that the Bur- 
mese Government may be considering 
such a possibility appeared in the Work- 
ing People's Daily, a Rangoon-based 
party newspaper, on 9 July. An article 
on the BCP gave a veiled reference to 
the fear that the insurgent leadership is 
now changing horses: "The BCP, who 
had no proper master, are now looking 
for a new master," the article said. 

It continued: “The master they are 
trying to follow is none other than à 
communist bureau formed with com- 
munist remnants from non-communist 
Southeast Asian nations. A big com- 
munist country is pulling the strings of 
this bureau." The reference to com- 
munist remnants might have been to the 
Communist Party of Thailand, which is 
pro-Peking, and therefore puzzling. But 
the communist master was obviously re- 
ferring to the Soviet Union, or its major 
ally in Southeast Asia, Vietnam. 

— Rodney Tasker 
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Wes cir Australia 


If you're ioaiáng i to invest overseas: Western. Australia now offers 
a unique opportuni. 

A meat processing abbattorr located at the port of Albany, 400 
. Kilometres (250 mi tes) south of Perth, is available for immediate 
purchase, 

The licensed ķi ilis 130,000 units per month (one unit for sheep, 
lambs and goats and seven units for cattle A total of 800,000 units 
were killed in 1984/85: 

The main rnarket is Japan. The works are registered to supply 
meat to USA, the E. E. C, New Zealand, Canada and Malaysia but can 
also export to most world countries. 

Negotiations are being handled directly by the owners - 
Thomas Borthwick and Sons. 

Responses to all interested parties will be co-ordinated through 
the Department of Industrial Development's Venture Task Force. 

ff you are interested in this inyestment opportunity in MESEN 
Australia write to this address now: i 


Mr. Frank Greenwood, 
Director ~ Venture Task Force Boxes 
... department of industrial Development, . 
. 170 St. Georges Terrace, 
i Perth, Western Australia 6000 
^ Telephone: +619 327 5555 
: Telex: AAQ4681 DEVWA 


Government of Western Austra lia 


H THE COUNCIL 
T OFTHE 


This is an invitation to participate ina major joint venture with. The 
Council of the City of Sydney. 


Council has consolidated a large site, comprising one hectare, in an 
environmentally sensitive area of the southern Central Business 
District of the City, adjacent to the Entertainment Precinct and the 
Darling Harbour Redevelopment Area. 


The site comprises a building which was converted to à theatre in 
1927-28, an adioinin — storey Victorian building erected in 1915 
(site area of 2106m^l, a group of 3-storey Victorian buildings (site 
area of 1674F} a Pis site of 3348m? and a street area of 
OBON. 


Ali the buildings have heritage significance, particularly the Theatre 
which is a declared State heritage item, but potential for commercial 
development exists. 


Council is concerned that a lyric theatre continues to be provided on 
the site and is currently undertaking a feasibility study of the use of 
the existing theatre. 


Expressions of interest in the development of the above site on the 
basis of a joint venture with Council are invited from those 
organisations that can demonstrate a genuine capacity to design, 


build and finance such a large complex project in sensitive city fabric. . - 


- Expressions of interest and applications for registration papers in this 
joint venture should be notified to the Council by 4th October, 1985. 


Registration of interest will be required by 15th November, 1985, and 
should be made to: 


The Town Clerk 
X. Council of the City of Sydney ` 
— G.P.O. Box 1591 
- Sydney, 2001. Australia 


|... Telephone enquiries should be directed: to Ms. F. Morrison, City 
MI Department, (612) 264 3032. PW 


DEVELOPMENT BOARD 


Vacancy for Management 
| Consultant 


The Indu&irii 'Devélopment Board whichis a Goi 
ernment Agency established for the promotion 
and development of industry requires a Manage- 
ment Consultant, to work in close co-operation 
with the. Director/Management Development, 
LDB. Lo | 


4) Duration — 10 Months 


b) Date required — 1st November, 1985 
c) Post Qualifications — Consultant should pos- 
Sess: | 
(i) A Basic Degree in Engineering, Finance, 
. Business Administration, Economics or re- - 
." lated disciplines from a recognized Univer- 
- sity. Post Graduate qualifications will be an 
added factor influencing the ultimate - 
... Choice. 
(ii) Atleast 8 years experience in the provision 
.., of Management Consultancy Services to 
SMI, preferably in a developing country. 
fiA good command of written and spoken ^ 
English. 
Ww Age limit should be between 40-55 years. 


Terms 2 oe im 


on too 

b) Travel | arrangements for the Consultant only 
will be according to normal practices adopted 
by International Organisations. 


Principal Duties | 
The Consultant will have to work in close co-oper- 
ation with the Director/' Management Development _ 
to train.the |.D.B. Extension Officers in the field of 
Management Consultancy. 


His activities would involve identification of enter- 
prises for conducting of diagnostic studies, provid- 
ing: consultancy services, conducting workshops 
and training programmes on Management Con- 
sultancy, Problem identification, Communication 
and Evaluation. 


All applications should be addressed to: 
The Chairman, . .— 
Industrial Development Board, 
615, Galle Road, 
. Katubedda, 
. Moratuwa, 
SRI LANKA. 


Applications. will be entertained up to one month. 


|. from the de kon nich this- Dil ap- J 
pears. 2 | 
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A princely sum for arms 


Sihanouk says US aid can be used for military assistance 


By Paul Quinn-Judge in Bangkok 

here are indications that Washing- 

ton is considering using the US$5 
million in aid recently authorised by the 
US Congress for the two non-com- 
munist factions of the anti- Vietnamese 
Democratic Kampuchea coalition gov- 
ernment to provide military assistance. 

The aid, the first open bilateral as- 
sistance the US has given the coalition, 
is Officially described as being intended 
for such things as skills training for the 
coalition’s civilian administrators. 
However, reliable sources say the US 
Agency for International Development 
(USAID) has discussed using the 
money for military programmes. 

The suggested programmes include: 
the training of guerilla officers and 
paramedics; the updating and printing 
of a political-warfare manual for gueril- 
las, and making uniforms. USAID offi- 
cials are said to be unhappy with the 
leading role assigned to them in discuss- 
ing such military applications. 

US officials publicly say that no deci- 
sion has been made on how the aid will 
be used. But comments made recently 
by coalition President Prince Norodom 
Sihanouk seemed to confirm that 
military aid was under consideration. 
During a ceremony to accept the cre- 
dentials of the new Chinese and Bangla- 
deshi ambassadors to the coalition gov- 
ernment on 28 August, Sihanouk re- 
marked that US Congressman Stephen 
Solarz — the liberal Democrat from 
New York who initiated the idea of di- 
rect aid to the coalition — had recently 
told him the money could be used to buy 

uns. This, the prince said, he had 
ound surprising because he had as- 
sumed the money would be restricted to 
civilian or humanitarian purposes. 

The aid was first proposed in March, 
when Solarz's sub-committee on Asia 
and the Pacific suggested that US$5 mil- 
lion be given to Thailand for “appro- 
priate aid" to the non-communist coali- 
tion members. “Appropriate aid," the 
sub-committee said, could include mili- 
tary assistance. The US$5 million was 
included in the fiscal 1986 International 
Security and Assistance Act, which was 


d signed by President Ronald Reagan on 


8 August. The year begins in October. 
In his comments during the signing 
— Reagan remarked that he 
as gratified at the inclusion of the 
handy foy the"toalitíóm.. The act, how- 
ever, is somewhat Jagu on, how the 
money is to bé spest. r, five- 
day visit to Thailand ending on 31 Au- 
gust, Sihanouk said the Thai Govern- 
ment had not received any word of the 
money. 


Throughout his Thailand visit, the 
prince was in fine form: deliberately in- 
discreet in his comments on such issues 
as the US$5 million and relations with 
his coalition partners; guardedly pes- 
simistic about the chances of the coali- 
tion’s struggle, and always ready to de- 
liver a courteously phrased swipe at the 
Khmer Rouge, the coalition’s com- 
munist faction. 

The credentials ceremony — the 
main reason for Sihanouk's visit — was 
a mildly surreal affair, held in a barren 
clearing a few hundred yards inside 
Cambodia. A few days earlier the place 
had been uninhabited: underbrush had 
been freshly cleared and the half dozen 
or so wooden huts were brand new. Less 


Sihanouk: deliberately indiscreet. 


than a hundred Cambodian peasants, 
all in new clothing, were on hand to wel- 
come the prince. 

Also attending the cememony were 
four senior Khmer Rouge officials: co- 
alition Vice-President Khieu Samphan, 
the Khmer Rouge's figurehead leader; 
leng Sary and his wife leng Thirith, and 
Defence Minister Son Sen. The Khmer 
Rouge ministers were all elegantly dress- 
ed for the occasion — the three men 
wore grey business suits, white shirts 
and sober ties. Son Sen, at least, was 
wearing expensive French shoes. The 
minibus which had brought the officials, 
probably only a short while before jour- 
nalists arrived at the clearing, was 
parked behind bushes near the site. 

In a lengthy address to correspon- 
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dents at the end of his stay, Sihanou 
made it clear that he did not enjoy being 
coalition president: he would like to re- 
sign, he said, but was still waiting for the 
"green light" from Asean countries. But 
he said that if he.did retire, he would 
never rally to the Vietnamese-backed 
People’s Republic of Kampuchea. 
he prince said that his frequent 

threats to resign; were his “only 
weapon” to protect his supporters and 
guerillas from the Khmer Rouge and 
other threats. The most recent resigna- 
tion threat had been prompted by a re- 
port that the Khmer Rouge had killed 
38 of his men. Although the Khmer 
Rouge have denied the allegation, 
Sihanouk made it clear that he did not 
believe them: The Khmer Rouge 
wanted to use him to “give Democratic 
Kampuchea a good image,” he said. 
"But they don't like the Sihanoukists to 
control villages" inside Cambodia. 

Sihanouk offered journalists a tip on 
how to interpret his threats to resign. 
“You will notice that when I threaten to 
resign, I do not resign,” he said. If he 
ever did decide to resign, he im- 
plied, there would be no prior 
threat or notice. 


n the coming months, coalition 

forces would push deeper into 
Cambodia, Sihanouk promised. 
There were already 6,000 Sihan- 
oukist troops in the country, he 
said; the Khmer Rouge claimed to 
have 30,000 inside, and Son Sann's 
non-communist Khmer People’s 
National Liberation Front(KPNLF) 
claims another 5,000. Sihanouk 
told journalists he doubted the 
KPNLF figure: “My intelligence 
says 2,000...” 

But this would not be enough to 
force the Vietnamese out of Cam- 
bodia, he said. The Vietnamese 
were likely to remain in Cambodia 
indefinitely “unless a superpower 
in the shape of Providence decides 
to intervene militarily alongside 
the [coalition's] small armies.” 

The most likely superpower 
would be China, the prince said. 
And, though he said he would per- 
sonally be happy if China administered 
a second lesson to Vietnam, the coali- 
tion would not officially ask Peking to 
do so. China, the prince pointed out, 
was already providing large amounts of 
aid and there was no consensus within 
the coalition to call for Chinese inter- 
vention along Vietnam's northern 
border. 

The mention of lack of consensus 
was one of several references to con- 
tinuing differences between the two 
non-communist factions. Referring to 
the recent formation of a joint 
Sihanoukist-KPNLF military com- 
mand, the prince said he had long been 
in favour of a complete merger of the 
two groups, “but Son Sann and his fol- 
lowers don't want a merger with us." El 
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The Requirement: An A; C system with exceptional 
reliability for today, and room to grow for tomorrow 


The Technology: Lockheed Electronics pre- 


sents a new generation of Air Traffic Control systems. 


Systems built to handle an ever-increasing workload. 
Systems whose advanced technology design achieves 
new levels of dependability. 

Lockheed's approach is unique. It distributes the 
workload over a network of fault-tolerant computers. 
Each computer's own internal back-up hardware lets 
it operate continuously. So electronic component 
malfunctions are detected and isolated and circuit 
boards may be replaced without interrupting the 
operational system. Air traffic safety is significantly 
enhanced because air traffic controllers can rely on 
the increased availability of the fail-safe system. 

[he Lockheed system brings new technology to 
the world of Air Traffic Control automation. Fault- 
tolerant computers, intelligent peripherals, electronic 


displays for flight progress monitoring and simplified 
human-machine interface make the Lockheed ap- 
proach the most modern in the world today. This fail 
sale system is now being implemented for Taiwan. 

As a specialist at implementing all aspects ol 
automated Air Traffic Control, Lockheed Electronics 
has years of experience in Europe, the U.5., the 
Middle East and Asia. 

Look to Lockheed for ATC technology you can 
count on today, and build on for tomorrow. For 
further information, contact: N. Huseland, Lockheed 
Electronics, Plainfield, New Jersey 07061-1501: 

(201) 757-1600. 


= Lockheed Electronics 
Leadership in Technology 
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Chinese for example — argue that Pol 
Pot is indispensable. Since the earliest 
days of the Khmer Rouge, he is said to 
have been the main military tactician 
and commander. And in the past, 
Khmer Rouge supporters have said that 
Pol Pot's disappearance from the scene 
would be a major blow to the morale of 
Khmer Rouge forces. 


(By Paul Quinn-Judge in Bangkok 


ol Pot, the dominant political and 
military leader in the Khmer 
Rouge, has reached the new mandatory 
Khmer Rouge retirement age of 60 and 
will be stepping down as military com- 
ander-in-chief, the movement's clan- 
destine radio announced on 2 Sep- 
|. tember. The Khmer Rouge command 
structure has been reorganised, the 
radio announcement continued, with its 
supreme military council ceasing activi- 
ty immediately and Son Sen assuming 
the position of supreme military com- 
mander. 
Pol Pot will not, however, be fading 
. away. He will become head of the 
Hi her Institute for National Defence, 
— which is charged with “examining, re- 
searching summing up and disseminat- 
| ‘ing experiences” in the military field. NN M à 
| The institute is somewhat reminiscent RN NN Tuol Sleng. in Phnom Penh. 
| of the Marxist study groups organised | NN Wo fis Y wm V Son Sen is based in an area of Cam- 
Loy the Vietnam Communist Party bodia where the frontiers of Thailand 


f this is merely a cosmetic exercise, 

however, it would seem to be an un- 
usually inept one. Son Sen is one of Pol 
Pots oldest associates — they studied in 
Paris at the same time, and in 1963 Sen 
fled. into the jungle with Pol Pot and 
leng Sary. During Khmer Rouge rule, 
Son Sen had among his other respon- 
sibilities the overseeing of S21, the re- 
gime's security apparatus. S2lI's best 
M known establishment was the notorious 
prison-cum-extermination camp of 








vhen, for tactical reasons, it announced M. __ and Cambodia meet and up to now has 
 aspurious dissolution of the party in the had responsibility for military opera- 
| late 1940s. dered another Khmer Rouge effort to | tions in northern and part of central 


| | The Khmer Rouge announcement | improve its public image. Coalition sup- | Cambodia. His younger brother, 
reed Chinese Cambodia-watchers | porters such as the US and Asean do not | Nykorn, commands a Khmer Rouge di- 
the Khmer Rouge's two non-com- | relish being associated with Pol Pot be- | vision on the Thai-Cambodian border. 
unist partners in the anti-Vietnamese | cause he is widely held responsible for The now defunct supreme military 
| Democrat Kampuchea coalition gov- | the deaths of perhaps millions of | committee included Pol Pot, Ta Mok, 
ment. Sources from both non-com- | Cambodians during the nearly four | Son Sen and Ke Pauk, Son Sen's second 
 munist factions said that the moves had | years of Khmer Rouge rule in the coun- | in command. Ta Mok, Khmer Rouge 
not been mentioned during the coali- | try, which began in April 1975. chief of staff and commander of the key 
 tion's cabinet meeting, chaired by Pol Pot, an almost invisible figure | First Battlefield area — the provinces 
Prince Norodom Sihanouk on 28 August, | since early 1979 when the Vietnamese | around the Tonle Sap — was until re- 
pou the radio broadcast said deci- | overthrew his government, has at reg- | cently thought to have pre-eminence 
sions concerning the moves were made | ular intervals been reported to be suf- | over Son Sen. But sources close to the 
l on 24 August. Sihanouk serves as presi- | fering from malaria and heart disease. | Khmer Rouge say that a serious injury 


Ld 
La 


dent of the coalition as well as leader of | Recently, however, former Khmer | — Ta Mok last year lost a leg, reported- 
‘one of its factions. Rouge deputy premier leng Sary told | ly in a mine explosion — has contri- 
—.. Unless Pol Pot's health has taken a | the REVIEW that Pol Pot was in good | buted to a reduction of his authority. 


| dramatic turn for the worse, the latest | health: "He lives in the jungle, and any- Most of the other Khmer Rouge 
‘announcement will have to be consi- | one who does that gets malaria," Ieng | leaders have some time to go before 
they are eligible for retirement. Son Sen 
ety was born in 1930, and the titular Khmer 
Rouge leader Khieu Samphan was born 
in 1931. leng Sary is variously described 
Giving up the ghosts as being born in 1925 or 1930. Ta Mok, 
however, may soon be required to stand 

he latest US-Vietnam talks on made last month to try to resolve the down. He is in his late 50s. 
US servicemen still unaccounted MIA issue in the next two years. | Even if Pol Pot has really withdrawn, 
‘for after the Vietnam War were “the Hanoi had obviously made a this would not satisfy the demand for 
most substantive and productive to “high-level decision" to remove the the “elimination” of Pol Pot issued by 
iP te,” Ann Griffiths, executive direc- POW/MIA issue as an obstacle in both Hanoi and the Vietnamese-backed 
of the League of MIA/POW US-Vietnamese relations, Griffiths Heng Samrin regime in Phnom Penh. In 
| fi families. said in Bangkok on 30 Au- said, adding that the Vietnamese a press conference on 16 August, im- 
 gust. would not attempt to link resolution mediately after the 11th Indochinese 
z - The four-person US delegation, of the MIA issue to aid from or trade | Foreign Ministers’ conference, the 
DM citm Griffiths, returned on 29 with the US, or normalisation of rela- | Phnom Penh government's foreign 









gust from Hanoi. Their inter- tions with Washington. The Vietnam- minister, Hun Sen, said: "We demand 
pcutors, who included Vo Dong ese realised that the lack of diploma- the elimination of the Pol Pot clique as 

5 Minister of State in the tic relations between Hanoi and | an organisation, not the elimination of 
Ministry, and Deputy Washington was due to Vietnam's in- Pol Pot alone." What the Indochinese 

— en Minister Hoang Bich Son, re- ve nomen Comore: she said. countries wanted, Hun Sen continued, 
OP eal He — ng — VS — |. — Paul Quinn-Judge was "the political and military elimina- 
oe A 


— [s e ORES tion of Pol Pot.” 


i w Ss E t J EL r-o Het - "T T» | in § 20 iese offi cia als wh w0 
* die 3T £04 TRE ^an et J MEUM T SEM Pol Por el rlier this year said the 
de n same. 
The Khmer Ródge says their HRS Pol Pot is stoboifid down Backers of the Khmer Rouge — the 


+ 





THE MIT PROGRAM FOR 
SENIOR EXECUTIVES 


A general management program, 
suitable for a broad range of top- 


level general or functional 


managers from a wide variety of 


backgrounds. 


An interdisciplinary study of 
management and the economic, 
social, and technological environ- 
ment of the organization, the 
emphasis is on new knowledge, 
current research, and future 


trends. 


The program is offered twice 
yearly for nine weeks from 
February to April and from 


September to November. 
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Executive Education Programs 


THE ALFRED P. SLOAN 
FELLOWS PROGRAM 


A twelve-month program leading 
to a Master of Science in Manage- 
ment for U.S. and international 
industry and government execu- 
tives. A health management 
option is also available. 


Applicants should be in middle to 
upper-middle management or staff 
positions with approximately ten 
to twelve years of experience. 


Applicants are nominated and 
sponsored by private and public 
sector organizations, selected by 
MIT, and appointed Alfred P. Sloan 
Fellows. 


SPECIAL SUMMER PROGRAMS 
IN FUNCTIONAL AREAS 


Special one- and two-week 
summer programs in functional 
management areas designed to 
help practicing managers keep 
pace with developments in their 
field. 


For further information on these 
programs please contact: 


Office of Executive Education 
MIT Sloan School of Management 
Room E52- 141 

Cambridge, Massachusetts 02139 


Telephone: (617) 253-7166 
Telex: 921473 MIT-CAM 
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During 1984 Credit Sides and d Credit 

Suisse First Boston managed and co-managed 
worldwide debt issues aggregating an 
equivalent of almost US S 60'000'000'000. 
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Banking-Credit Suisse. 


Since its establishment in 1856, 
Credit Suisse has assisted domestic 
and international corporations, 
governments and supra-national 
organizations in successfully floating 
debt and equity issues. Issuers 
throughout the world have come to 
rely on the long-standing experience 
and placing power of Credit Suisse 
for * capital market financing and 

investment needs. And for good 
reasons. 125 years in investment 
banking and its close partnership with 
Credit Suisse First Boston have 
made Credit Suisse one of the leading 
issuing and distributing financial insti- 
tutions in the world. 

Moreover, underwriting specia- 
lists are involved in the latest issuing 
and syndication techniques, are 


Credit Suisse. Incredibly ae 
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working around the dock i in an inter- 
national network to meet clients' 
needs and are dealing with clients in 
their own language. 

As borrowers become in- 
creasingly aggressive in tapping inter- 
national capital markets, they are 
relying on the expertise of Credit 
Suisse and its partners for investment 
and commercial banking needs. 
How about you? 


CREDIT SUISSE 
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KOREA 
A glimmer 
of hope 


North and South Red Cross 
talks may yield family reunions 


By Shim Jae Hoon in Seoul 

ed Cross officials and a press party 

Irom South Korea visiting Pyong- 
yang, the first such visit in 12 vears, 
were warmly welcomed by North Ko- 
rean officials and given guided tours of 
the capital, but received little more than 
a glimmer of hope that reunions could 
be arranged for some 10 million Ko- 
reans who are estimated to have been 
separated from relatives during the Ko- 
rean War and who have been living 
apart since in the two mutually hostile 
Koreas. 

The 26-29 August trip, arranged by 
the North Korean Red Cross, nearly 
ended in a total fiasco when South Ko- 
reans walked out of a gymnastics exhi- 
bition put on by the military at Moran- 
bong Stadium. 

The walkout occurred when the 
crowd of 100,000 North Korean spec- 
tators shouted war-like slogans and 


another 50,000 youngsters brandished | 


rifles in a display praising North Korean 
President Kim Il Sung and his socialist 
revolution. « 

Chief North Korean delegate Li 
Jong Ryul, calling the walkout an "in- 
sult to. the entire Korean people, 
threatened to call off all future negotia- 
tions unless the guests from Seoul 
apologised. 

However, the quarrel ended when 
Lis South Korean counterpart, Lee 
Yung Dug, expressed “regrets” over the 
whole incident, a face-saving gesture ac- 
ceptable to both parties. Still, the inci- 
dent raises questions about Pyong- 
yang's sincerity in cooperating with 
Seoul on the divided-families reunion 
project. 

Analysts in Seoul suggested that the 
North Koreans had staged the provoca- 
tive show, which appeared on South 
Korean TY, to intimidate the South- 
erners with the display of its military 
prowess. 

But to the millions of Southerners 
viewing the spectacle, it turned out to be 
a propaganda disaster because it 
seemed to confirm the North's image, 
projected by the South Korean Govern- 
ment, of a war-like monster ready to 
pounce on the South again. 

The two rounds of talks at the Peo- 
ple's Palace of Culture were generally 
heavy on rhetoric but thin in substance. 
Lee, requesting the exchange of perma- 
nent Red Cross missions in Seoul and 
Pyongyang for liaison purposes, ap- 
proached the question of arranging the 
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family reunions on an "incremental | 


basis." Seoul’s proposal included a 
series of gradual steps — first tracing the 
families concerned and then facilitat- 
ing exchanges of mail, telephone or 
telegraph messages between the sepa- 
rated family members. This would be 
followed by reunions at Panmunjom 
or other points agreed by the two 
sides. 

In contrast, Pyongyang repeated its 
demand that relatives "freely visit" each 
other's territory in search of their miss- 
ing kin and that the relatives be al- 
lowed to “live together, if they want to" 
at a place of their own choice. Despite 
the North's apparently generous terms, 
Seoul's suspicions of Pyongyang’s mo- 
tives have intensified because, contrary 
to the spirit of their proposal for "free 
visits," the North has turned down all 
Seoul's requests to include cities other 
than Pyongyang as places for visits by 
relatives. 

Despite shouting matches across the 
conference table, it was clear Pyong- 
yang did not want to sabotage the Red 
Cross contacts altogether. The North 
confirmed its intention to go ahead with 
an exchange programme between Seoul 
and Pyongyang involving two groups 
from each side of 151 members each 
which will simultaneously visit Seoul 
and Pyongyang. The groups are a mix of 
folk-art performers and people seek- 
ing relatives in the North and South. 
The exchange is scheduled to take place 
on 22 September. In November, an- 
other round of negotiations is to take 
place in Seoul, the 10th full-dress Red 
Cross talks on family reunions since 
1971. 


he Red Cross visit offered South 

Koreans and others a rare glimpse of 
North Korea, a closed country which 
has only recently begun to open up. 
South Korean TV crews shot scenes ol 
Pyongyang, its monumental buildings 
and its wide boulevards, which ap- 
peared almost empty of people in con- 
trast to Seoul's streets. 

Always under the supervision of offi- 
cial guides, journalists from Seoul were 
not allowed to conduct spontaneous in- 
terviews with Northerners. Indeed, 
when a TV crew tried to talk to two 
women students on a Pyongyang street, 
they were immediately separated by 
security agents. 

The personal tragedy of families 
separated by the war was brought home 
to Lee. A native of Pyongyang, he was 
told by his communist counterpart that 
his elder sister, left behind in the 
North in 1945, was still living in Pyong- 
yang. 

"She was watching you through bino- 
culars from the crowd at Moranbong 
Stadium," Lee was told. The suggestion 
was that by walking out of the stadium 
in protest of the military display, Lee 
had missed a chance for a reunion with 
his sister. o 
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Mustapha wins a point 
Sabah court says it is competent to hear suit against Adnan 


By Suhaini Aznam in Kuala Lumpur 


he first round in what promises to be a long drawn-out legal battle for 

ultimate control over the East Malaysian state of Sabah has gone to former 
chief minister Tun Mustapha Datu Harun. 

On 28 August, the Kota Kinabalu Court ruled that it did indeed have 
jurisdiction to hear Mustapha’s suit against state Governor Tun Mohammad 
Adnan Robert and Chief Minister Datuk Joseph Pairin Kitingan. 

The suit is to decide the legitimacy of the present Sabah government and 
the legality of the events of 22 April, one day after a state election in which the 

revious Berjaya government was overthrown and Kitingan’s Parti Bersatu 
Sabah (PBS) won an overwhelming majority. But instead of swe in Kitin- 
gan as chief minister, Adnan swore in minority United Sabah National Or- 

anisation leader Mustapha at 5:30 a.m. — only to withdraw that appointment 
b late afternoon. Adnan then swore in Kitingan at 8:15 p.m. 

Mustapha claims that Adnan's revocation of his appointment was outside 
the powers of the Sabah constitution and null and void — and Kitingan's ap- 
pointment therefore unconstitutional. The constitution does not give the gov- 
ernor the authority to dismiss, only appoint, 
said Queen's Counsel Raymond Kidwell, for 
Mustapha. 

an's lawyers had submitted that the 
two separate emergency sittings of the state 
legislative assembly, on M) May and 3 August, 
to pass confidence motions in Kitingan and 
Adnan respectively, demonstrated that Kitin- 
gan continued to command “the confidence of 
a majority" as required by the constitution. 
They contended that the court, moreover, 
was not the proper forum for determining po- 
litical issues. 

In dismissing all seven points in the pre- 

objections raised by Adnan's and 
Kitingan's defence, the court said it felt 
that it had not specified what issues were not 
subject to jurisdiction. The decision was 
immediately followed by an appeal filed in 
the Supreme Court, to be heard in mid- 
October. 

The hearing, which began on 5 August, 
drew more than 1,000 people to the court- 
house, and Federal Reserve Units and mem- 
bers of the police Special Branch were on duty outside the building. After the 
decision was announced, PBS' secretary- ral Joseph Kurup appealed to 
the Sabah populace to remain calm. Re ing them that Kitingan was still 
the legitimate chief minister, he explained that the high court decision was 
Cars point of law and that “it did not decide that Mustapha is the chief 
minister." 

But beyond the legal test of Kitingan's legitimacy, the trial will also throw 
the spotlight on a unique feature of the Sabah constitution. Of Malaysia's 13 
states, the Sabah constitution alone allows the chief minister to appoint six ad- 
ditional members to the state legislative assembly. And it was with this six that 
Mustapha, with 16 seats, had planned to form a coalition with Berjaya's six 
and together gain a majority in the assembly. The PBS had won 25 seats and 


Mustapha: null and void claim. 


immediately gained another through a defection. 
Meanwhile, Kitingan — though a benificiary of the practice — has pro- 
posed amending the constitution to prevent assemblymen switching parties 


ing is a common phenome- 


without first relinqui — their seats. Party-ho 
d a lively, if brief, debate in 


non in Sabah politics, Kitingan's proposal 
the press. 

Those who support Kitingan on this issue agree that it is morally correct for 
an elected representative to give up his seat before crossing sides, as his voters 
chose him to nt his ori . But his detractors are quick to point 
out that Kitingan himself had already gained from the absence of such restric- 
tions. 
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Taiwanese dan and relatives: compensation claims rejected. 
JAPAN 


Imperial blood money 


Tokyo fights legal action against paying Taiwanese veterans 


By Bruce Roscoe in Tokyo 
Fo many Taiwanese who were con- 
scripted into the imperial Japanese 
forces as colonial subjects of Japan, 
World War II lingers on. In the 13 years 
since Japan broke off diplomatic rela- 
tions with Taiwan, the Japanese Gov- 
ernment has been fighting a holding ac- 
tion against the claims of these former 
conscripts for the type of compensation 
that it pays its own veterans. By the time 
all legal and bureaucratic avenues of ap- 
peal are exhausted, few of the surviving 
Taiwanese who fought as Japanese sol- 
diers can expect to be alive. 

On 26 August, the Tokyo High 
Court ruled that the government's deci- 
sion not to compensate 13 Taiwanese 
plaintiffs who had each demanded X5 
million (US$21,000) did not violate the 
constitutional guarantee of equality be- 
cause the plaintiffs were no longer Ja- 
panese citizens. But while ruling that 
this was the case in law, high court judge 
Kiyokage Yoshie said: "It is clear that 
the Taiwanese veterans are at a great 
disadvantage compared with Japanese 
veterans," and he urged the govern- 
ment to "quickly overcome diplomatic, 
financial and legal difficulties and dissi- 
pate the disadvantage." 

At stake is a sum far greater than that 
demanded by the 13 who brought the 
case. Japan conscripted about 200,000 
native Taiwanese into its wartime 
forces. About 30,300 were killed in ac- 
tion and there are hundreds of maimed 
survivors, thousands of veterans and 
thousands more bereaved. A successful 
test case for a few veterans is bound to 
precipitate an avalanche of similar cases 
demanding compensation. The claims 
would not likely stop with Taiwanese. 
Koreans from the North and South who 


fought as Japanese subjects might also 
press for compensation. 

Tokyo made an undisclosed lump 
sum payment to Seoul under provisions 
of a bilateral agreement in 1965, but 
some Japanese lawyers believe the 
money may not have reached men who 
actually served. Isomi Suzuki, one of 
eight Japanese lawyers acting voluntar- 
ily for the plaintiffs, told the REVIEW 
that it was for this reason the Taiwanese 
plantiffs’ case argued for compensation 
to individuals. 

Suzuki said a study made by the law- 
yers showed that among former war 
powers who had conscripted colonial 
subjects, Japan was the only country not 
to have compensated the veterans. Ac- 
cording to the study, Britain had settled 
the issue with India, as had France with 
Algeria and Morocco, West Germany 
with Belgium and Italy with Somalia, 
Ethiopia and Libya. 

The issue had been “subject to 
further negotiations” under an agree- 
ment between the Japanese and the 
Chinese nationalist regime in Taipei. 
But when Japan recognised the People’s 
Republic of China in 1972, it dropped 
the 61,000 cases of Taiwanese claims 
under review at the time on grounds that 
the agreement became void when ties 
with Taipei were severed. Some sectors 
within the government have maintained 
that the matter cannot be settled unless 
Taipei agrees to return Japanese assets 
it froze after the war. 


M eanwhile, Japan appears to be tak- 
ing good care of its own veterans. 
Fully 3%, or ¥ 1.57 trillion (US$6.6 bil- 
lion), of this year's general account was 
set aside for pension payments to sur- 


— — 


viving and wounded veterans, and 
widows and orphans. There are 2.1 mil- 
lion recipients of inflation-adjusted pay- 
ments each year. "A wounded veteran 
who received *1:3' million in 1977 
would receive ¥2.3 million this year. 

Apart from the claims for compensa- 
tion, the issue of back pay and personal 
savings deposited m Japanese military 
accounts also is unsettled. It was re- 
vealed in a parliamentary committee in 
1975 that in military postal savings, 
Japan is holding war salaries and savings 
totalling ¥65.58 million due to 47,169 
Taiwanese soldiers. That money, and 
the accrued interest, is still on hold. In 
addition, ¥ 16.34 million is on deposit as 
payments to the bereaved of 14,093 
Taiwanese killed in action. In 1975 one 
Taiwanese veteran took the issue to 
court, demanding an inflation-adjusted 
payment of his savings. The Supreme 
Court, upholding an earlier decision by 
the Tokyo district and high courts, ruled 
in 1982 that the veteran was entitled 
only to the original amount of his sav- 
ings and interest. But even after this rul- 
ing no repayments have been made. 

A group of parliamentarians sym- 
pathetic to the cause, in August 1982 at- 
tempted to introduce a bill which would 
establish a legal framework for compen- 
sating the Taiwanese. As foreign minis- 
ter in 1975, Kiichi Miyazawa had told a 
foreign policy committee that Japan 
“clearly has a debt toward these people 
and should take some action.” But as 
chief cabinet secretary in 1982, he saw 
that introduction of the compensation 
bill was postponed on the grounds that 
legislation naming Taiwan could harm 
relations with China. Then prime minis- 
ter Zenko Suzuki was about to visit Pe- 
king. and relations already were 
strained by China's protest over the Ja- 
panese Education Ministry's deletion of 
references to wartime atrocities from 
history textbooks. 

Isomi Suzuki and other lawyers say 
the passage of new legislation presents 
the * hope for compensation. But a 
bill must be sponsored by a minimum of 
50 MPs and at present the supporters of 
the cause seem unable to muster that 
strength. Most of them are elderly and 
have had some association with Tarwan, 
a Japanese colony for 50 years. "In 10 
years’ time there will not be many sup- 
porters of this Taiwanese cause left," 
Suzuki said. The lawyers are appealing 
against the high court decision to the 
Supreme Court, which may allow the 
government to stall for at least another 
two or even three years. 

On 24 April, the Prime Minister's 
Office set up a committee to discuss the 
problem. The committee has a budget 
of ¥5 million. After the high court rul- 
ing, the establishment of a new inter- 
ministerial committee was announced. 
A spokesman said the government, 
bearing in mind the high court's re- 
marks and with sincerity, wanted to 
study the problem further. 
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Introducing 
the Regency Terrace 


The new sun-spangled 
wing of Hyatt Regency 
Singapore is a resort in the 
heart of the city, complete with an 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. A bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 

For business or pleasure, che Regency Terrace is a spectacular touch of Hyatt. 

Don't you WISH 

YOU WERE 
HERE.™ 









HYATT REGENCY(S)SINGAPORE 


For reservations call 7331188 in Singapore or contact the nearest Hyatt or Travel Planner. 
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WWF Kojo Tanaka BCI 


‘The 
Giant Panda 
needs your help 
to survive 


OS every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to Carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWE needs money - your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWF International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of tns space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mathe 








\ Mere not doing the baking, but we are 
helping to keep the data fresh. 


Thousands of cakes, buns, sweet rolls and loaves 
of fresh bread roll out of Hong Kong's Garden Bakery 
every morning. And each of them has a destination, 

a price, and a time of delivery. 

That's why Garden Bakery came to IBM for help. 
An IBM professional worked with the management 
to develop a complete 
computing solution. 
An IBM System/36 
installed at the com- 
panys headquarters 
does the invoicing, 
the bookkeeping, 
and tracks the inven- 
tory. À remote query 
terminal right at 
the bakery site helps 
make sure the data is as fresh as the bread. 

IBM is helping businesses of all sizes in 
countries all over the Asia Pacific region. We have all the 
right ingredients: the hardware, the software and the 
specialized experience to help you get your business 
running more efficiently. 
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CITIFUNDS 
Turn your time 


deposits into gold. 








In Seconds. 


One phone call is all it takes. To buy 


or sell gold. To switch your deposits from 
one major currency to another to the 
location of your choice — Singapore, Hong 
Kong, Guam (USA), San Francisco or Los 
Angeles. All these options and more, when 
you have a Citifunds account. 

Citifunds is the unique one-account 
way to maximise your money around the 





CITIFOREX: Foreign exchange 
services for your personal or investment 
needs. 

CITICREDIT: ^n easily accessible 
credit facility secured by the assets in your HL 
Citifunds account. 

In addition, you will get a unique 
monthly statement that at a glance reveals 
the effectiveness of all your money- 
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world. With total convenience and total management decisions. ^ Citibank, N.A. 
flexibility. And we're only one phone call Such convenience. Such ^/ Maxwell Road, 
away when you wish to exercise any of flexibility. And so many — UR, 
these Citifunds options: options. In just one 
CITICASH: Very liquid, high yield ^ investment account. o Veildesdbulse isa 
call deposits in a choice of 6 major So, isn't it J  Citifunds. 
currencies. time you called A 
CITIPLACEMENTS: Time Citifunds? Nane: 
deposits in all major currencies. ——— 
CITIGOLD: Gold investments in — 
London. J 
Tel: Country: 
Fd Or attach your business card. ý 
EA CITIBAN © 


tifunds Singapore, One Shenton Way 
?1-08, Robina House, Singapore 0106. 
|: 225-1322. 
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The Hongkong Hotel The Marco Polo Hong Kong The Prince Hotel, Hong Kong 


Within Asia5 largest shopping centre, Horel are managed by The 
three of Asia s finest hotels. | ione year heritage of 


dedicated service to business 


When you stay at The giant Harbour City, one of 
Hongkong Hotel, The Marco — Asia's largest shopping and and pleasure travellers in the 
Polo or The Prince Hotel, commercial developments, are Orient, we know how to make 
you're in the very centre of all under one roof. No worries your trip live up to all your 
shopping in Hong Kong. about taxis or transportation. expectations. 

These hotels and over 600 No concerns about the weather. A| he Peninsula Gr UP 
shops and restaurants of the The Hongkong Hotel, The CH) Line the promise of the Orient 


Reservations: Contact your travel agent, Cathay Pacific Hotel Reservations Service, SRS (Steigenberger). 
The Peninsula Group of hotels are located in Hong Kong, Singapore, Manila, Beijing and Guangzhou. 
JW-FEER(C5) 


“IN THE LONG RUN, 
THE RACE BELONGS NOT MERELY TO THE SWIFT, 
BUT TO THE FARSEEING, 

TO THOSE WHO ANTICIPATE CHANGE. 


LYKES LINES. 


Lykes Lines. The worldwide ocean carrier with service between the U.S. East, Gulf, and West Coasts and Great Lakes, 
Europe, the U.K.. South and East Africa, Central America, the West Coast of South America, the Mediterranean, and the 
Far East. For information write Hughes D. Drumm, V.P. Corporate Affairs, Lykes Center, 300 Poydras Street, New 
Orleans, LA 70130. Telephone (504) 523-6611. 











Our cabin attendants make 
a point of staying up late. 


Probably the best thing to do on an overnight flight is sleep. 
But at Cathay Pacific we realise not everyone can sleep, or even wants to. 
[hat's why on every longhaul flight we make sure there's always someone there to 


bring you a drink, make a snack, find an extra pillow or generally help 
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€ A FEW weeks back, I featured 
examples of the misuse of English by 
various Korean merchants, some of the 
resulting Konglish being supplied by 
Maggie Dodds, who commented that 
the hilarity caused is modified by a sense 
of pathos. Why, she asked, cannot firms 
offering attractive products to foreign 
markets spend a few dollars to ensure 
their labels and catalogues impress po- 
tential buyers instead of causing mirth? 

A Taiwan firm offers just such a ser- 
vice. The man who runs it, Tom 
Crichton, circulates his potential cus- 
tomers with a flyer reading "Business 
Isnt Funny! Therefore, do not make 
your foreign customers laugh through 
the use of incorrect or even ridiculous 
English when they should be ordering 
your products and services. 

"English is a difficult language mas- 
tered by very few Chinese businessmen, 
and it is no disgrace for them to ask for 
assistance in preparing their advertise- 
ments, brochures, catalogues, manuals 
and even restaurant menus.” 

He offers Taiwan trading companies 
help in producing their literature for 
what seems to be very reasonable 
charges and writes in an attempt to an- 
swer, in part at least, Mrs Dodds' ques- 
tions. He writes: "The full answer will 
be long in unfolding. But my research, 
after a short period of trying to bring be- 
fore the bar of justice the assassins of my 
native tongue, has brought forth two 
immediate explanations. 

"Let us consider first Mr Wang, who 
manufactures a reputable-looking pro- 
duct but promotes it with a jungle of gib- 
berish that leaves the reader unclear as 
to whether or not Mr Wang himself 
knows what it is that he produces. When 
we contacted him, Mr Wang was sur- 
prised but not taken aback. After a mo- 
ments reflection he formulated his 
reasons for rejecting our service. As he 
pointed out, his telephone number was 
correctly printed, and in the event that 
any prospective buyer of his product 
had any difficulty with the text of his 
brochure, he would surely telephone to 
have everything clearly explained to 
him. By Mr Wang, no doubt! 

"Mr Wong had an even more ingeni- 
ous defence against our proposal. He 
explained that his most loyal buyers 
were Overseas Chinese importers and 
that they would be far more at home 
reading Chinglish — his brochure, ex- 
pensively produced, begins: ‘Are you 
anxiously about your safe to house . . 
etc. — than they would be reading liter- 
ate English. Therefore, our interven- 
tion would serve no positive purpose 
and might even destroy his business. 

“The most pun part of this ongo- 
ing crusade is that a paper like the China 
Post, itself a 99% letter-perfect Chinese 
English-language publication and one 
of the best newspapers in Asia, doesn't 
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ive a hoot about the asinine ads it pub- 
fishes every day. Advertisers proudly 
compose their own presentations, rely- 
ing on relatives who are studying Eng- 
lish at Taiwan Normal University for 
the texts. The result can be anticipated. 
And apparently the Post's unerring 
English specialists are never consulted 
before the ads are published." 
è THE only possible comment on that 
is to run some examples of the resulting 
Chinglish. One Taiwan firm makes a 
"Good Bar Toilet Seat" which is basi- 
cally a stick enabling the user to lift 
either just the lid (for ladies) or the seat 
and the lid (for gentlemen): 


THE CREATI 
SANITARY, 


The blurb reads: 
“We have mue world patents for 


the automatic lifting device of sanitary 
toilet seats from the authorities con- 
cerned. To be sure all the sanitary areas 
will be shaken by it's efficiency. 

People expect for a long time, the 
revolutionary & sanitary automatic 
toilet seat finally invent. It solve the 
people's bother & trouble of using trad- 
itional toilet seat in family, es in 
office building, hotel & public places 
etc. We assure it will replace the old 
ones to become the favourite in the 
world shortly. 

Our athe is suitful for any brand 
of stool, install easily, price competi- 
tive, economic, worthwhile, it don’t 
need any engery & be afraid without 
electricity and water, completely design 
to match human engineering. It apply a 
bar with directly conducting structure, 
no defect, conveniently operating, to 
lift up or cover over as your desire. It 
make the cover to reach the purpose of 
protecting toilet and unnecessarily bend 
to touch the seat or cover directly. It’s 
really sanitary & stylish.” 

The brochure, spotted by Nancy 
Park, is lavishly illustrated and has com- 
pletely convinced me that it needs no 
engery and is suitful for every possible 
brand of stool. 
€ ALTHOUGH I agree that mistakes 
and misprints in the China Post are 
laudably few, Homer occasionally nods. 
On 21 May, it published a feature de- 


signed to show what enormous popular- 
ity President Chiang Ching-kuo enjoys, 
by quoting interviews from a bunch of 
Taiwan citizens. Unfortunately the 
headline read: 


President Chiang's 
eleven friends 





And the first paragraph read: “Presi- 
dent Chiang Ching-kuo has 11 friends 
among the public." Surely he has more? 
e RECENTLY, the same newspaper 
ran a small item about an exhibition of 
paintings by local Chinese matrons. The 
headline, spotted by Martin Merz, Dr 
Richard Kimball and David Weil, im- 
plied something rather more interest- 
Ing: 





€ ANOTHER China Post item report- 
ed a tour undertaken by some foreign 
visitors to an experimental tea-growing 
plantation, and the headline spotted by 
Cecilia Fong Walkup made it appear 
that the brew was indeed potent: 


Foreigners trip on Chinese tea 


€ ALSO, a report sent in by J. R. Fen- 
ner from the China Post, which excelled 
itself in reporting the discharge of a New 
Zealander, accused in Wellington of 
being a Peeping Tom, on the grounds 
that he scaled a drainpipe to watch a 
woman bathing during daylight hours: 


But Judge Michael Green 
found there was no case 
to answer because under New 
Zealand law peeing through 
the window of a private 
house is only an offence 
after dark. 











€ READER L. J. Lamb supplies an 
advertisement for a milk product which 
he s ipped from the pages of Taipei's 

Daily News which reaches the 


Unite 





AFGHANISTAN 


The battle for Paktia 


Soviet troops launch a major offensive against the mujahideen 


By Richard Evans in Khost 

S troops have launched a ma- 
jor offensive in the eastern Afghan- 

istan province of Paktia in an attempt 

to relieve a besieged garrison at 

Khost and seal guerilla infiltration 

routes. 

Although figures are not available 
for the total number of Soviet troops in- 
volved in the operation, Western dip- 
lomatic sources say massive troop air- 
lifts by helicopters from Kabul and 
Soviet convoys have been seen heading 
towards the embattled province. 

Soviet troops are believed to be suf- 
fering heavy casualties, and hospitals in 
Kabul are said to be full with wounded 
from Paktia. The Soviets and their Af- 

han allies have failed so far to subdue 
uslim resistance in the eastern pro- 
vinces bordering Pakistan, and mujahi- 
deen sources expect the offensive to fail 
without achieving its objectives. 

The Paktia offensive is the So- 
viet Union's third this year, follow- 
ing the massive Kunar operation in 
May and June (REVIEW, 20 June) 
and the Panjsher valley offensive in 
July. 

The stepped-up military effort is part 
of the Soviet strategy of blocking 
mujahideen infiltration and securing 
garrisons in border areas, Soviet-install- 
ed Afghan President Babrak Karmal re- 
cently promised to establish an “impreg- 
nable barrier" along Afghanistan's 
borders with Iran and Pakistan. 

For nearly a year the mujahideen 
forces of commander Jalaludin Haqqani 
have encircled the Soviet and Afghan 
army garrison at the fortified town of 
Khost. 

In recent months, Jalaludin has in- 
creased his contingent in the Khost 
area, and 3,000 well-armed mujahideen 
have transformed their campaign of 
harassment into a full-scale siege. All 
roads leading to Khost are now control- 
led by the resistance. The Soviets are 
obliged to supply their forces by air. 

Paktia is strategically important for 
both sides. The region is criss-crossed 
by half a dozen major caravan tracks 
used by the mujahideen to supply a 
dozen or more provinces deep inside the 
country. 

Realising the vital role these walking 
paths play in the continuing resistance 
struggle, the Soviets began massing 
troops at Chamkani, 50 km north of 
Khost. 

The battle for Khost could prove to 
be one of the most significant of the five- 
and-a-half-year-long war in Afghanis- 
tan. The area lies a mere two-day march 
from the Pakistani border, and the local 
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mujahideen are unusually well fed and 
well armed. 

Whether for this reason, or because 
fighting so near the border has been 
deemed politically undesirable by Mos- 
cow, the Soviets have hesitated to 
launch a major campaign there. In fact, 
there has not been a major Soviet mili- 
tary effort in Paktia province for more 
than four years. 

In the weeks before the offensive, 
the Soviet Union discontinued all over- 
flights of Afghanistan by Western com- 
mercial airlines, probably in an effort to 
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Mujahideen on the march: strategic struggle. 


mask major troop movements inside the 
country. 

Thus far the Soviets have failed to 
close Afghanistan's borders, even after 
repeated efforts. The most recent of 
these came during June, when 10,000 
Soviet troops moved to break a rebel 
siege of Barikot, near the Pakistani bor- 
der in the northeast Afghan province of 
Kunar. 


he Soviets mined major caravan 

tracks in Kunar which led back to 
Pakistan, but after they withdrew a few 
weeks later, mujahideen resistance 
forces in the area removed most of, the 
mines. Today, most of Kunar is again 
controlled by the mujahideen. 

In Paktia, the new Soviet drive to 
close the border is being met by fierce 
resistance. Jalaludin, who was a re- 
spected mullah, or religious teacher, be- 
fore the war, has built up a force of 
thousands of followers. His mujahideen 


have laid mines on many of the pro- : 
vince's roads. The Soviets must remove 
the mines before they can bring tank 
columns to bear against the rebels. 
Jalaludin has a number of captured 
Soviet T55 tanks, which he sometimes 
deploys as mobile artillery. His forces 
have stockpiled large numbers of 
shoulder-fired RPG7 anti-tank rockets 
in the hills surrounding Khost. Com- 
pared to the rag-tag group of rebels 
which fought the Soviets in Kunar two 
months ago, his mujahideen are better 
disciplined and more heavily armed. 
"We have enough arms for this bat- 
tle," said Jalaludin during a late-night 
interview recently at the mountain cave 
which serves as his temporary military 
headquarters. *We intend to fight a po- 
sition war." The 46-year-old mujahid 
leader believes that he can continue to 
fight for months around Khost. 
Jalaludin is also one of the few resist- 


ance commanders to have mastered the 
use of radio communications. His five 
main bases are all linked by captured 
Soviet radios, and his intelligence offic- 
ers transmit their messages in code. 
"Radios," Jalaludin said, “are like the 
soul in the body of the war. Without 
them we fight in darkness.” 

At present, the mujahideen control 
nearly 90% of Paktia, and Soviet influ- 
ence hardly extends beyond the walls of 
major provincial towns. Mujahideen 
strength is further augmented by a deep 
demoralisation within the Afghan 
army. Desertions are widespread, with 
entire army units giving themselves up 
with their weapons to the resistance. 

"Get a chance, and they defect," 
explained mujahid caravan leader Mas- 
soud Khalili. “The soldiers of the Kar- 
mal regime know they will either be kill- 
ed by the mujahideen or by the Rus- 
sians.” 

The Soviets commonly deploy Af- 
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han army units at the front when 
aunching a military offensive. They are 
used, Khalili claims, as a human shield 
in order to keep Soviet casualties to a 
minimum. 

Earlier this summer, two Afghan 
military desertions caused the Soviets a 
particularly serious problem. A pair of 
Hind MI24 helicopter gunships flew 
over the border to Pakistan when their 
Afghan air force crews decided to de- 
fect, seeking political asylum. The pilots 
said they had been ordered to bomb 
mujahideen positions on the Plain of 
Khost. 

After two Soviet observers land- 
ed at the. Khost airfield for a tea 
break, the helicopters flew on to the 
Pakistani border town of Miram Shah. 
They are the first MI24 gunships ever to 
fall into the hands of the West or its al- 
lies. 

Indeed, there are indications that the 
Kabul regime's armed forces are in seri- 
ous trouble. A force of some 80,000 at 
the time of the Soviet invasion in De- 
cember 1979, the combined army and 
air force has today shrunk to about à 
third of its previous size. Holes made in 
the ranks by mass desertions are hastily 
plugged with untrained teenagers, forci- 
bly conscripted from the villages. 
These, too, often defect at the earliest 
possible opportunity. 


Q* sees" Afghan army deserters 
joining the mujahideen at bases 
throughout Paktia. It is a strange scene, 
as they move among the rebels in their 
ragged army uniforms. Thousands more 
deserters have either gone to the re- 
fugee camps in Pakistan or returned to 
join their families in Afghanistan. 

This problem is particularly acute at 
Khost, where all but 500 of the total gar- 
rison strength of 3,500 are Afghan army 
soldiers. It is doubtful that this force 
will be of much use to the Soviets in 
their offensive. 

Of course, the Red Army is capable 
of breaking the siege of Khost. Heavy 
aerial bombardment, followed by a blitz 
led by Soviet armour, would almost cer- 
tainly oblige the mujahideen to beat a 
hasty retreat to the nearby protection of 
the mountains. But à fierce delaying ac- 
tion waged by the rebels might result in 
heavy Soviet losses. 

More doubtful is the eventual suc- 
cess of the new effort to close the 1,800- 
km Afghan-Pakistan border. The bor- 
der has remained open throughout the 
war, and hundreds of caravan tracks 
cross the frontier, many of them inac- 
cessible to vehicles of any kind. 

Tens of thousands of Soviet troops 
will be required to seal the border. New 
bases would have to be built, permanent 
garrisons installed and more men would 
have to be brought from the Soviet 
Union. 

This may represent an increased 
commitment that Moscow is not willing 
to make. o 
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THAILAND 
Military smoke-screen 


Breaking with tradition, Thai promotion list is not published 


By John McBeth in Bangkok 
n a departure from tradition, the Thai military has thrown a smoke-screen. 
around this year's annual military reshuffle — the list of promotions and 

other less welcome appointments which is looked on as a general guide to who 

is going places in the armed forces and also as a barometer of the 
ance of power. King Bhumibol Adulyadej approved the list and forwarded it 
to the Defence about a fo t ago, but it was not distributed to the 
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state-run radio and TV network or local sz him a as has been the practice in © 


the past, and there is every indication it will not be — even after it becomes ef- 
fective on | October. 


With army commander and supreme commander Gen. Arthit Kamlang-ek _ 


already confirmed for a one-year extension of service, the most significant in- 
formation leaked so far has centred on the senior staff line, in particular the 
promotion of Lieut-Gen. Chaovalit Yongchaiyut from deputy chief of staff to 
- E. chief of staff of the 180, 
army. Current chief of staff Gen. 
Banchob Bunnag will serve out his 
final year as supreme command chief 
of staff. 





Some sources culate that 
Arthit was responsible for keeping 
the reshuffle under wraps, given his 
well-known penchant for secrecy. But 
there is also a growing body of 
ion that Prime Minister Prem 
sulanond, who doubles as defence 
minister, himself made the decision to 
turn the reshuffle into much more of a 
routine in-house occurrence as part of 
a gradual move to divorce the military 
from the political process. 

If this is the intention, what re- 
mains to be seen is whether the uni- 
formed branch is willing to go further 
and refrain from direct political inter- 
vention altogether. If it does not, then 
keeping the reshuffle list private will 
count for little and spark even more 
speculation than exists now. Thai- 
land, after all, is one of the few coun- 
tries that makes sweeping appoint- 
ment changes in its armed forces on one day of the year — a factor which in it- 
self tends to bring it under close scrutiny. It also does not adhere to the practice 
of many armies of making retirement mandatory for officers who fail to reach 
a certain rank by the time they have attained a particular age. 

Interest in Chaovalit's promotion has been matched by the decision to keep 
Ist Army Region commander Lieut-Gen. Pichit Kullavanich where he is, in- 
stead of elevating him concurrently to the same four-star level as Chaovalit as 
one of the two assistant army commanders. Arthit's classmates have been 
given all three of the other top posts for their final year before retirement — 
Lieut-Gen. Chuthai Saengthaveep moving from deputy chief of staff to deputy 
army commander, and assistant army chiefs of staff Lieut-Gens Akkhapol 
Somroop and Kamhaeng Chanvirat filling the assistant army commander slots. 

Pichit and Chaovalit, both with seven vears to run before retirement age, 
had been tipped as the two contenders for the top army post when Arthit 
finishes his extension next year. Chaovalit, however, is now very much in the 
driver's seat and, unless Arthit is given an unprecedented second extension, it 
seems clear the incoming chief of staff and Thailand's chief Cambodian 
strat will take over. 

Still, there is every reason to believe that Pichit, a staunch royalist and 
probably Thailand's most experienced combat general, will not be left out in 
the cold. Chaovalit has said on several occasions that he wants to retire in two 
years time, apparently to make the transition to a political career, and analysts 
feel that this may reflect a convenient accommodation between the two. 
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Chaovalit: driver's seat. 
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Mad Max could be last 


refuge of tax dodgers 


By Hamish McDonald in Sydney 


M ad Max may be rescuing more than 
the hordes of feral children in the 
deserts of post-nuclear winter New 
South Wales in his latest screen adven- 
ture, Mad Max Beyond Thunderdome. 

With box-office takings in the US 
and Japan reported to have hit A$60 
million (US$42.6 million) in the first four 
weeks since release in early July, Mad 
Max III could help persuade Australian 
Treasurer Paul Keating not to hack too 
vigorously into the tax incentives that 
now support the industry. After all, it is 
the same government that is trying to 
develop exports of manufactured goods 
and services as well as raw materials. 

The Australian film — industry's 
biggest problem is that it has become 
the last refuge of the country's tax dodg- 
ers. Singled out for remedial action in a 
recent Treasury white paper on tax- 
ation, the industry feels it is now living 
on borrowed time as well as borrowed 
money. The axe could fallin an announce- 
ment on tax policy later this month. 

So far, government support has been 
a crucial underpinning for the industry 
which, with distribution chains owned 
by large American and British theatre 
p. had been thoroughly colonised 

y Hollywood and Ealing. It was the 

nationalistic prime minister John Gor- 
ton who got the Australian “new wave" 
going when he set up, in 1968, the Aus- 
tralian Film and Television School and 
the Australian Film Development 
Corp. 


This corporation provided the seed 
funding for the score of films produced 
in the late 1970s that set the Australian 
style, from Peter Weir's Picnic at Hang- 
ing Rock in 1975 to Bruce Beresford's 
Breaker Morant and Gillian Arm- 
strong's My Brilliant Career in 1980. 

This source of financing dried up by 
the early 1980s with inflation pushing up 
film budgets, and available funds cut by 
recession. It was another conservative 
government, that of prime Minister 
Malcolm Fraser, which came to the res- 
cue with a package of tax incentives. Es- 
sentially these gave investors a fully 
transferable 15075 deduction for money 
put into films. 

Combined with a 60% marginal tax 
rate that cuts in at about A$34,000 a 
year this meant that high-income earn- 
ers faced relatively little risk in their 
film investment. At worst they lost 
money that would have gone in taxes 
anyway, while at best they could hope 
for a runaway international success such 
as the first Mad Max, which was made 
on a A$400,000 budget. 

The deduction was reduced to 133% 
(with the first 33% of income from the 
investment tax free) in 1983, but still re- 
mained highly attractive, especially after 
various other tax loopholes. For a high- 
income earner, the film investment of- 
fers tax savings even if the film returns 
only 30% of funds, which can usually be 
guaranteed from pre-production sales 
to TV. 





In recent times, the weeks approach- 
ing the end of the Australian fiscal year 
on 30 June have been characterised by 
frantic activity as merchant banks and 
brokers underwriting new films tout-for 
investment subscriptions. This year, 
with 30 June falling on a Sunday, lights 
were burning in the financial districts of 
Sydney and Melbourne through the 
weekend until midnight Sunday. The 
haul was up 20% on last year at A$179 
million, which will be spent over the 
next two years on 31 features, 19 TV 
"mini-series," 20 tele-movies and 95 
documentaries. 

One effect of the tax scheme has 
been to encourage more diversion of 
film-making into the TV mini-series 
genre, where returns are more predicta- 
ble. One highly successful example has 
been the World War I saga 79/5, while 
the Kennedy Miller production house of 
Mad Max fame has delved into 20th- 
century Australian political and war- 
time drama, with The Cowra Breakout 
(about the suicidal escape of Japanese 
PoWs in 1944) and The Dismissal 
(about the fall of the Gough Whitlam 
government in 1975). 


Eg udgets have also swollen. Where 10 
years ago few Australian feature 
films cost more than A$500,000, it is a 
rare example now that costs less than A$2 
million. Mad Max Ils A$4 million has 
been easily surpassed by a number of re- 
cent films with budgets of about A$8 
million, and Mad Max III itself is 
rumoured to have cost A$14 million 
(Kennedy Miller remains highly secre- 
tive about the financing of all its films. It 
has been successful enough to attract 
private funding). 

While a number of high-quality films 
continue to be made under the tax-in- 
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Tina Turner as as any Entity; the Thunderdome: box office hit in Asia. 


centive regime of the 1980s, the inci- 
dence of winners on either commercial 
or artistic grounds has probably fallen. 

In part this is due to less critical 
scrutiny by investors, who worry more 
about the TV pre-sales than about the 
content of the film itself. It could also 
m&an that:the untouched lode of Aus- 
tralian historical themes and colonial lit- 
erature has been worked over for the 
easiest pickings. 

A re-make of the 19th-century clas- 
sic Robbery under Arms flopped in Aus- 
tralian cinemas last year. The release 
shortly of the explorer epic Burke and 
Wills will test whether a general ennui 
about period pieces has set in. Austra- 
lian audiences may want their actors out 
of frock coats and crinolines, and the ac- 
tion speeded up from the pony-cart pace 
of Picnic at Hanging Rock. On the other 
hand, an attempt to match the Ameri- 
can teenage action movie with a surf and 
disco spectacle called Coolangatta Gold 
was also a dismal failure. 

The success of the early "new wave" 
films in the US has, meanwhile, drawn 
many of their pioneering directors to 
that country, where their relatively 
straightforward approach to film-mak- 
ing (and effective use of low budgets) 
has been a welcome breeze. Their im- 
pact has been moderately successful, 
especially in the medium-budget drama 
category: Weir with Witness and 
Armstrong with Mrs Soffel. Beresford's 
biblical epic King David did not do so 
well. 

With the possible exception of Fred 
Schepisi — who was bitterly disap- 
pointed at the poor Australian response 
to his historical drama about a turn-of- 
the-century aboriginal outlaw, The 
Chant of Jimmy Blacksmith — these di- 
rectors cannot be described as exiles, 
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nor can their drift to the US really be 
called a brain drain. 

Most remain based in Australia, and 
work in local studios. Bruce Beresford, 
for example, is now back in Australia 
working on The Fringe Dwellers (budget 
A$2.6 million) while his subsequent 
film will probably be a drama for Dino 
de Laurentis in the US (Crimes of the 
Heart). For the successive waves of film- 
making talent, the horizon is no longer a 
purely national one. The exile to Lon- 
don of writers, journalists and artists of 
the 1950s is entirely of another genera- 
tion. 

The result is an industry that is less 
self-consciously Australian. New films 
such as Bliss, from the Peter Carey 
novel about an advertising whizz drop- 
ping out into the counter-culture, or 
The Empty Beach, a detective flick from 
the Peter Corris novel, will be far from 
the identity-search of Gallipoli or 
Breaker Morant. 


here the first Mad Max film was 
dubbed with American-accented 
voices by Warner Brothers for its inter- 
national distribution, the two subsequent 
films retained the Australian accent (in 
the increasingly sparse dialogue). It may 
be that a wider English-speaking audi- 
ence is starting to accept a Sydney or 
Queensland locale as they do the streets 
of New York, San Francisco or London. 
Australian cinema has yet to make 
its mark in Asia. For fairly obvious 
reasons Mad Max has done extremely 
well (this correspondent even saw it 
playing in Kwangju, South Korea), but 
more serious films have failed to make 
much impression, even with the dark- 
:lasses and beret brigade of Tokyo. A 
urther attempt to penetrate Japan 
comes with an Australian Government- 





sponsored film festival in Tokyo from I- 


8 September. 
It is still early days, and at least one 
film (Crocodile Dundee, starring 


laconic wisecracker Paul Hogan as a 
Northern Territory croc-shooter) is 
aimed at pushing quaint Australiana at 
the American audience, in much the 
same way that Rolf Harris appealed to 
the British in the 1950s with songs like 
Tie me Kangaroo Down. 

The industry itself does not vet feel 


on a secure international footing. 
Speaking for Actors Equity, Bruce 
Spence (who played the eccentric 


aviator in the Mad Max series) said re- 
moval of the tax incentive would take 
the industry back 10 years to the "cul- 
tural cringe" in front of imported enter- 
tainment. 

The Australian Film Commission 
(successor to the Film Development 
Corp.) recognises that the present 
scheme has become politically untena- 
ble. Chairmain Philip Adams hopes that 
rather than sweeping away the incen- 
tives (which the Treasury estimates cost 
it A$95 million in taxes in 1984-85) in a 
wholesale manner, a new regime would 
underpin a minimum benchmark level 
of production, while setting a maximum 
drain on government revenue. Even be- 
fore the Mad Max III success, Adams 
gp to export income of A$20 mil- 
ion a year and import replacement of 
about A$50 million from Australian 
film production. 

Removing the tax incentive, Adams 
told Canberra's recent tax "summit con- 
ference," would leave the industry to 
“producers with a special and perhaps 
unhealthy interest in the American mar- 
ket. Such films would be offshore Hol- 
lywood films and Australia would be a 
back lot for Los Angeles.” 
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| Sketches of Arcadia: Young's romantic quest. 
| TRAVEL 


am Pyne of the traditional prerequisites 
— tw of travel writing is that the writer 
should provide his readers with the vic- 
| arious enjoyment of extreme discom- 
. fort. There is nothing more pleasant 
than to sit in a comfortable chair, slip- 
pers on, fire roaring, a drink at the 
elbow, reading about some brave 
= sucker putting up with nasty insects, 
- wild animals, ghastly climates, inter- 
. minable delays, disgusting food, rude 
natives and rare but horrible di- 
seases. It makes one feel much better 
about going to the office in the morn- 


= English writers are especially good at 
. conveying the experience of discomfort. 
- Indeed, professional English travellers 
| appear to positively revel in stiffening 
‘their upper lips in intolerable cir- 
cumstances. Anything, it would seem, is 
| better than the boredom of cosy Eng- 
land. 
_ There is a certain element of class in- 
- volved here. Men who grew up in slums 
. or mining towns rarely — if ever — seek 
| out hardship abroad. Traditional Eng- 
- lish travel writers are usually — 
= who grew up in considerable comfort. 
= On the other hand, one could argue 
ELM that the public school regime of 
— filthy food, cold baths and early morn- 
ing exercise breeds a kind of fetish of 
. discomfort. Gavin Young appears at 
| first sight to fit well into the travel writ- 


» 


ing tradition. 





| He describes discomfort with a kind 
| of stoical relish — he takes it all into his 
‘stride with gentlemanly nonchalance, 


"p 


f 
\ p * 
P d 



















Emotional adventurer 


-. Slow Boats Home by Gavin Young. Hutchinson. £12.95 (US$18.25). 


but leaves the reader with the distinct 
impression that he is having a grand 
time sleeping in stinking ships' cabins, 
eaten by fleas, tossed about by tropical 
storms and so forth. 

Young, however, is more than a 
yacht club bar-room raconteur. And 
this book (as well as its predecessor, 
Slow Boats to China) is more than a 
string of adventurous anecdotes. As in 
all good travel books, the writer is on a 
quest. 

On the surface Young's quest is a 
ractical one: how to get onto the next 
oat; not a simple task in a world of jet- 

flown package tourism. His problems 
with shipping agents, recalcitrant cap- 
tains and the like are not enough to sus- 
tain the reader's interest for 442 pages, 
however. Indeed, they can become a lit- 
tle tiresome. 

Underneath the practical -- quest, 
though, lies a much more romantic one. 
Young is a seeker of Arcadia. Paradise 
is a place where vulgarity, bigotry, intol- 
erance, cynicism, animosity and suspi- 
cion do not exist. Arcadia is a spot inha- 
bited by what Young calls “small, unas- 
suming people,” untouched by the com- 
plexity of modern civilisation, 


d ix stereotypical view of Arcadia 
is tropical: swaying palm trees, 
friendly natives and so on. There is 
plenty of this in Young's book. Samoa, 
for example: *Amosa, with his gardenia 
in his hand, his yellow lava-lava, his 
brown limbs and his streaming hair, 
might easily have been some wood 
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of the place celebrating 
An essential element of Arcadia is 
that the big white man from compli- 
cated civilisation is liked by the small. 
unassuming people he meets. Affection 
is shown in uncomplicated ways. In 
Samoa again: “*Gavin stay one week,’ 
Emma called in the darkness. ‘Gavin 
stay one year,’ Fili said. ‘Gavin stay,’ 
Tolu gruffly told his family, cutting the 
talking short. I watched moonlight 
seeping through the wall blinds and lis- 
tened to the night. The breeze rapped 
the bamboos; a nightjar chuckled be- 
hind the house. ‘I stay,’ I said, giving in 
to the Samoan night. To them all.” 

To find Arcadia in the South Sea is- 
lands is not particularly original. 
Young's quest takes him to more un- 
usual places, however. His love for 
small, unassuming people is such that he 
is capable of being in paradise almost 
anywhere — even in Hongkong. 

The Hongkong people are no doubt 
splendid in many ways, but they are not 
noted for great demonstrations of affec- 
tion for big white men. Young manages 
nonetheless, in the Luk Kwok Hotel, of 
all places: “Wei Kuen pumped my hand 
with little excited barks of “Yes, yes. . 
Good news, good news. He trotted 
about the room, his round redcurrant 
face beaming. From Ah PÓ'I got a hug 
and a wet kiss on the cheek. They were 
ecstatic." They certainly must have 
been. 

Young finds paradise in stranger 
pes than Hongkong, too. In fact, he 

inds it in the most uncomfortable 

laces, where civilisation is left be- 

ind and all that remains is male 
camaraderie: on ships in the middle of 
the Pacific or in wintry outposts at the 
tip of South America, or even on an old 
tub crossing the channel to Plymouth. 
Here the author finds a world of small, 
unassuming men who may not kiss each 
other much, but their affection is still 
enough to reduce Young to tears 
whenever he must leave their company 
to move on to the next adventure. 

Young, in other words, is a highly 
emotional adventurer. This sets him 
apart from the majority of traditional 

nglish travel writers. Most wrote with 
exquisite irony about Abroad; and 
some — Evelyn Waugh, for instance — 
expressed a kind of witty disgust. Few 
particularly liked foreigners, though 
many — Norman Douglas, say — did 
not like fellow Britons any better. 

None, certainly, wrote with the in- 
tense affection for people that Young 
contrived to do. What is perhaps even 
more unusual among literary seekers, 
Young found what he was looking for. 
His Arcadia of companionship among 
the friendly natives may not be to every- 
body's taste, but it is a kind of loving. 

— lan Buruma 
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Hsiao Ying Chou (Fairyland), Hangzhou: an extraordinary past. 


HERITAGE 





Gardens of the past 





Only one 
name says 
more ona 


pen than 
Sheaffer: 


The Gardens of China by Edwin T. Morris. Charles Scribner's Sons, New 

"+ York. No price given. 
d d Morris is an unusual man. I re- 
member him 20 years ago stand- 


else, not just to change creative pro- 
duction, but to stop it. 
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ing on his head in a corner of the Col- 
umbia University campus in New 
York, practising yoga in between 
classes of Chinese language and 
philosophy. 

Somehow it is as if Morris has 
won sg his upside down ion 
^y in this nicely illustrated book. 

China he describes is not the one 
that exists, but the one that used to. 
He talks of China's greatness as if it 
were a thing of the present. 


Morris fails to point this out. On 
the contrary, he sees the fact that 
Peking commissioned the famous 
Chinese-born American architect 
I. M. Pei to build the garden and the 
hotel in the Fragrant Hills as a sign of 
the continued interest of the com- 
munist government in the tradition of 
garden building. In fact, what hap- 

to that garden and the hotel 
once Pei delivered them to the 
Chinese authorities proves exactly 





YOURS! 


Sheaffer pens, 
personalized with 


your company's 


name or emblem, 


It is not. Although the Chinese the ite: both are already in an make the perfect 
communist authorities claim to have app state. j p 
put great efforts and money into pre- This optimism in what China has business gift for 
serving and resto the country’s done and pues: to preserve its trea- clients or staff. 
monuments — Morris seems to be-  sures is the w t of the book. You'll know your 


lieve them — exactly the contrary is 
true. This book on gardens, like 
others on other aspects of Chinese 
art, is just another reminder of what 
quality the Chinese were once able to 
attain. 

All revolutions, anywhere and in 
any period are bound to change the 
patterns of artistic production of the 
societies they affect: building great 
cathedrals and palaces are no longer 
possible in the West now that rich 

and prelates have been re- 


placed by politicians and bureau- 
crats 


And yet in China the i 
component of that revolution has 
contributed more than anywhere 
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. like many books of its 
kind, it is a great eye opener for some- 
one who wants to have an idea of 
China's extraordinary past. Morris' 
book is not only about gardens. He 
draws on his knowledge of poetry, 
painting, — fe handicrafts and 
other more unusual subjects (Morris 
is an expert on oriental perfumes and 
he is currently writing a book on the 
subject). ic dieser a haere e of 
Chinese artistic expressions, 





name is backed by 
the finest name in 


writing instruments: 


Sheaffer. 
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_of the communist 
. Union in March. The author had com- 
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| Soviet chief 

| Gorbachov: A Biography by Thomas 

. G. Butson. Stein and Day. US$14.95. 


) T is the first, and for the time being 


M the only biography of Mikhail Gor- 
bachov, who became general secretary 
arty of the Soviet 


pleted his book before the death of his 
predecessor Konstantin Chernenko, 


_and the publisher rushed it into print in 
. record time. Because of the speed with 
- which all this was done, and because of 


the journalistic prestidigitation with 
which the book was put together, the 
tendency of academic observers has 
been to slight Butson's work 
wrongly, I believe. 
What we have here is precisely what 
we need right now, no more, no less. It 
rovides all the basic biographical data. 
t gives us glimpses of Gorbachov dur- 


} _ ing his trips abroad. Butson does well in 
| placing the new Soviet chief into a line 


| 


| cession 


j 


i 


j 


| 


|: TM 
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of ideological and organisational suc- 
that includes the  prissy 
ideologue, Mikhail Suslov, and ex- 
KGB chief Yuri Andropov. 

Butson correctly observes that Gor- 
bachov was "publicly associated with 
Andropov in the latter's celebrated 
campaign to combat corruption and in- 
efficiency in Soviet agriculture and in- 
dustry." As we have seen recently, Gor- 
bachov has picked up where Andropov 
left off, ind whero Chernenko had let 


- matters slip again. The biography also 
. notes that Andropov had *a reputation 


| for placing emphasis on promotion be- 


cause of ability, rather than on 


. eronyism," and this, too, is a pattern 


that appears to be continuing. 
Butson divides his book into six seg- 
ments. He sees Gorbachov as *a new 


_ kind of leader," and provides a career 


A Sa Than — 


profile to make this point; he traces the 
man's beginnings in Stavropol, where 
he first came to the attention of the 
Kremlin leaders, including Suslov; he 


outlines the Andropov-Gorbachov re- 


lationship; narrates the "interval under 
Chernenko," and concludes that it will 
take "considerable political sleight of 
hand” and “a great deal of driving deter- 
mination to achieve the improvement in 
their living conditions that the great si- 
lent majority of the Soviet people have 
made clear they want." 

Granted the general validity of these 


_ Observations, what can we expect from 


Gorbachov — who may well be in 
power for a good number of years — 
concerning Soviet relations with China 
and Far Eastern policies generally? But- 
son, in an interview following publica- 
tion of his Gorbachov biography, said 


54 


that, where Gorbachov can be decisive, 
he will do nothing to approvate the 


Chinese, if only because his greatest 
need is international stability while he 
concentrates on trying to improve the 
Soviet Union's domestic affairs. 

“It seems unlikely to me," Butson 
says, "that the Soviet authorities could 
countenance any kind of withdrawal 
from Afghanistan. Strategically, it is 
just too important to them. After all, it 
is scarcely an accident that one of the 
very first treaties signed by V. I. Lenin's 
government was with Kabul." But while 
Gorbachov is unlikely to placate Peking 
by giving up on Afghanistan, Butson 
anne ca the ——— that the inten- 
sity of the campaign will be allowed to 
diminish and thus present less of an 
open affront to China. 


B utson anticipates a lessening of hos- 
tility toward the Chinese, if only as 
a result of some decline of the military's 
political position in the new regime. Re- 
cent politburo changes have certainly 
not strengthened the role of the mili- 
tary, which had its high point when 
Marshal Dmitri Ustinov held a promin- 
ent position during much of the An- 
dropov and Chernenko periods. Butson 
feels that the decision to resume arms 
negotiations with the US indicated such 
a weakening of the military role. 
Turning to the problem of Soviet 
Central Asia, Butson feels that "the 
ethnic tensions within the Soviet Union 
can only increase, unless important po- 
litical changes are made." He says: 
"The demographics are quite startling: 
the Slavic segment of the population is 
rapidly becoming a much older group, 
compared with the fast-growing Asian 
group. In addition, the Asian segment 
as not yet gained a really representa- 
tive standing in the party or the adminis- 
tration, and as they become better edu- 
cated — as they are — it could be ex- 
pected that they will actively seek im- 
proved status. Gorbachov has visited 
several Asian countries and he seems to 
be a relatively open-minded man. 
Those qualities, I think, will stand him 
in good stead in dealing with the Asians, 
both inside and outside the Soviet 
Union." — Martin Ebon 
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Open verdict 
on flight 007 


Black Box: KAL and the Super- 
powers by Alexander Dallin. Uni- 
versity of California Press. 
US$14.95. 


= obe; years after the tragic deaths 
of 269 people aboard flight KE 
007, the reasons for its flight over 
Soviet territory and its b shot 
down by the Soviet air force remain 
uncertain. Dallin, a Soviet special- 
ist and prote of history and poli- 
tical science at Stanford University, 
has made a balanced, scholarly 
study of the information in the pub- 
lic domain — which comprises both 
a mine and a minefield of easily ver- 
ifiable items, misleadingly pre- 
sented facts, self-serving state- 
ments, mis-applied logic, innuendo 
and off-the-wall allegations. 

His book is in two sections, one 
looking at the incident's technical 
side and the other at the incident as 
a case study of the superpowers' be- 
haviour in a crisis. Although the 
technical analysis contains some er- 
rors of fact and some gaps, he has 
punched huge holes in most conspi- 
racy theorists' claims. 

As one would expect, his 
analysis of Soviet paranoia and 
Washington's ———— is far 
more expert. He makes the point 
that each side showed its image of 
the other to be “seriously wide of 
the mark," and particularly that 
Moscow was driven to both shoot- 
ing KE 007 down and the spy-mis- 
sion claims by fear of admitting a 
mistake and of ridicule, while 
Washington could not accept a 
Soviet mistake because that would 
detract from the “ideological edge 
of its outrage." 

Like the rest of us who have 
tried in one way or another to es- 
tablish what led to the overflight, 
Dallin has come up against the “na- 
tional security" barrier which pre- 
vents the removal of all doubt. Was 
it, as this reviewer still believes, a 
crew error or wasit planned? Dallin 
seems to record an open verdict. 
He notes in his preface: “To the 
analyst, one frustrating cir- 
cumstance is, of course, the surmise 
that there may well be files, some- 
where behind locked doors and in 
classified cabinets, which would 
help answer some of the key ques- 
tions . . . I can only hope that, with 
time, all such sources will become 
available . . .” Amen to that. 

— Michael Westlake 
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ELLEN RUDOLPH 


TRAVEL TRADE ASIA 





Cruise ship in Hongkong harbour; MAS aircraft; new hotel development at Ayers Rock, Australia: phenomenal growth. 


Major destinations aim for quality, not quantity 


A move upmarket 


By Mike MacLachlan in Hongkong 
sia's share of world air traffic has risen from less than 
8% in 1970 to more than 17% in 1983, most of it at the 
expense of the North Atlantic area, which dropped 
nearly 14% over the same period. And airline experts believe 
that the Asian market will continue growing over the next de- 
cade, perhaps doubling again over that period. 

The reasons for the phenomenal growth, according to one 
such expert, Lufthansa vice-president Herbert Wendlik, are 
the "very considerable" progress made by the national 
economies of Asian nations; their growing foreign trade links 
and standard of living, and finally the attractions they have 
for foreign tourists. 

But Wendlik, formerly general manager of Lufthansa's 
charter subsidiary, Condor, which was a pioneer in opening 
up Asia to package-tourists from Europe, warned that there 
are pitfalls in the Asian tourist market. The cost of accommo- 
dation, for instance, has risen by about 30% a year, he said, 
compared with a rise in travel costs of only 2% a year. At the 
same time, restaurant prices have gone up, and the area no 
longer offers the bargain shopping prices it once did. 

"This," he said, “may possibly have a negative influence 
on tourism development in some areas in the long run." In 
fact, this seems far from happening at present, with most 
Asian tourist destinations still climbing steadily, both in 
terms of revenue and arrivals. The only exceptions are those 
places with severe political problems or 
those in economic difficulties. But 
tourism-promotion authorities through- 
out the region are reconciled to the fact 
that growth is likely to be slower in the fu- 
ture and are preparing strategies to deal 
with this situation. 

Of course, pure tourism is not the only 
factor in the travel trade. As Wendlik put 
it: "The businessman is obviously not 
quite so budget-minded in his outlook 
and with the growing economies and 
more numerous trade finks, it is perhaps 
small wonder that business travel, espe- 
cially to and from Southeast Asia, is 
growing.” 

Business travel has in fact been de- | dest 
scribed by the Economist Intelligence p LT 
Unit as “a new megamarket.” It points | jaa 
out that no less than 33% of all trips by | "XE | 
Americans to Asia, Oceania and Africa 
are for business or conference purposes. 
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Tourists in Thailand: more pro 





| And all sectors of the travel industry are happy to welcome 


the business traveller, paying higher-than-average air fares, 
getting lower-than-average hotel discounts and spending 
more than average on food-and-beverage items. 

But the backbone of Asian travel is still "pure" tourism. 
In fact, while 33% of American travellers are businessmen, 
48% are holidaying. And tourism is more important to the 
economies of developing countries than many people realise. 
In Thailand, for instance, it beats even rice as a foreign-ex- 
change earner. Perhaps more important to developing coun- 
tries, it is also a major employer: the ratio of staff to guests in 
an international-standard hotel is about 1:1. And in the less- 
developed countries, an army of ancillary workers such as 
those employed in handicrafts and cottage industries are kept 
going mainly by sales to tourists. 


nd even as one goes up the scale of development it 
remains important. In Australia, for instance, it 
provides more jobs than textiles, footwear, clothing 
and cars combined. And in Britain, it is exceeded as a 
foreign-exchange earner only by machinery, oil and chemi- 
cals. So all in the industry — and most in government — are 
anxious to keep the travel boom going, and to halt the slide 
where it has occurred. In places where the industry is at pre- 
sent holding its own, better infrastructure and more promo- 
tion may be all that is needed. 

In Indonesia, the  flag-carrier, 
Garuda, has changed its livery and is at- 
tempting to change its image, and is also 
forming joint operations with foreign car- 
riers to develop the charter market. At 
the same time, the Directorate-General 
of Tourism, whose activities have so far 
been limited mainly to tourism-promo- 
tion offices attached to embassies and 
consulates abroad, is promoting the 
country at the Tsukuba Expo in Japan 
this vear and the World Expo in Van- 
couver next year. 

And in Thailand, where there have 
been intermittent complaints from the in- 
dustry that public-sector promotional 
budget allocations are too small, particu- 
larly compared to the Baht 300 million 
(US$11.2 million) spent annually by 
Thai International for overseas promo- 
tion, the government provided an extra- 
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You come first on Northwest Orient. You get the largest choice of nonstops from Asia HONG KONG NEW YORK 
to the USA of any American airline. And you get the only daily nonstop service to 6 US TAIPEI oyo CHICAGO 

7 M ' y . — A A 
cities. But you save more than time on Northwest Orient. You can earn free travel with MALA LOS ANGELES 

, Nin: 2 NAA er : i | * KUALA LUMPUR Bl SEOUL MX mdi 
Northwest Orient's Free Flight Plan, and benefit from our introductory offer of 5,000 SHANGHAI OSAKA SAN FRANCISCO 
bonus miles of credit. And for full economy fare, you can fly Executive Class across the GUAM SEATTLE/TACOMA 
Pacific. Call and find out what Northwest Orient can do for you. OKINAWA HONOLULU 
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For reservations, call your travel agent or Northwest Orient: Auckland 794-977 Bangkok 251-8470 Beijing 554175 Bombay 211440 Calcutta 441474 Cebu 92122 Colombo 597148 Guam 3477-7811 
Guangzhou O1804 Hiroshima (082) 247-5741 Hong Kong 5-217477, 3-692288 Islamabad 812174 Jakarta 326449 Kaoshiung (07) 272-5505 Karachi 551215 Kathmandu 212552 Kuala | umpu 
129633 Lahore 417220 Madras 04344-87703 Makati 85-66-16 Manila 58-98-14 Nagova (052) 562-0867 New Delhi 551605 Okinawa (0988) 58-2477 Osaka (06) 228-0747 Penang 29487 Rangoon 81638 
Saipan 7778 Scoul 755-6106 Shanghai 477487 Singapore 556-7666 Sokung 778-0181 Sydney 264-9715 Taichung (04) 220-6644 Taipei (02) 596-5951 Tokvo (03) 433-8151 
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ne Asian nation where the travel foreign athletes and officials, 11,000 
industry is going to be pressmen and 200,000 foreign visitors, 
busy in the next few years is plus 150,000 overseas Koreans to ar- 
Korea. Next month Seoul hosts the rive for the sammer Olympics. | 
A rimini, ims International M All this is a major test — and a 
| orld Bank conference, major — for a nation with 
7,000 foreigners and 2,000 Koreansin- a tourism still in its : 
volved. And the government is already hard at 


Then, in 1986, 5,000 foreign ath- 


letes and officials, 2 pressmen influx, nae yent, 661 new hotel rooms 
2,000 international officials were added in the capital, including 
no fewer than 160,000 overseas the IMF-World Bank venue, 

the newly opened Hilton, has 


isitors are expected for the Asian 
Games 


Finally, i the Seoul 
— — 


budgetary Baht 122 million for overseas 
promotions for 1984-86. Parts of the 
fund were spent on TV commercials in 
Singapore and Australia last year, and 
this year a similar TV campaign is under 
way in Japan. The campaigns are said to 
have already yielded satisfactory results. 

But other nations are — or in some 
cases have to be — more ambitious, and 
are seeking a move into higher quality, 
largely through increasing the numbers 
of high-spending independent travel- 
lers, mainly from the US and Europe, 
and by cashing in on the explosive 
growth in the conference and incentives 
market. “What is happening," said one 
industry-watcher, “is that the major de- 
stinations have exhausted the potential 
for package tours; the cheap tours no 
longer produce a big enough return. So 
rather than going for huge growth they 
are going for smaller growth but higher 
quality." 

The Singapore Tourism Promotion Board has doubled 
its promotional budget for this year and is targetting its pro- 
motional activities heavily on the US and Europe. It is al- 
ready heavily involved in the conference business, which is 
estimated to be bringing 12,000 visitors to the republic this 

ear. 

i But it may well be faced with overcapacity in terms of 
conference and exhibition space, and it faces stiff competi- 
tion from Hongkong, which already hosts a number of con- 
ferences and is planning a major conference centre due to 
open (in part) in 1988, It is also about to face competition 
from neighbouring Malaysia, which is going into the confer- 
ence and incentive busi- 
ness in a big way. 

This month sees the 
opening in Kuala Lumpur 
of the colossal Putra 
World Trade Centre, the 
main convention hall of 
which can seat as many as 
7,000 delegates. It faces its 
first test with the general 
assembly of the United 
Malays National Organi- 
sation, dominant partner 
in the ruling National 
Front coalition. The as- 
sembly was put off from its 
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normal date, May-June, to September so 
that it could be held in the Putra centre. 

As many as 15,000 may attend the as- 
sembly — which means that most other 
conferences should be plain sailing. The 
prestigious Pacific Area Travel Associa- 
tion conference to be held there next 
year will only attract 2,500 or so. But 
this conference of anyone who is anyone 
in the travel industry is always keenly 
contested, and should be a big boost for 
Malaysia's conference ambitions. 

The importance of the conference 
market can be seen in the results of the 
American Bar Association conference 
held in Britain in July. The 20,000 mem- 
bers of the association and their spouses 
are estimated to have pumped no less 
than £40 million (US$56 million) into 
the British economy in just a matter of 
days. 

And the importance of the incentives 
market can be judged from the high 
priority given to it by the tourism task force which reported to 
the Singapore Government last year on ways to boost 
tourism in the republic. The number of incentive groups ar- 
riving in Singapore rose 913% from 1979-84, from 67 groups 
to 679. And last year in Hongkong, there were 235 incentive 
groups, with 25,217 participants, an increase of 10.6% over 
1983. 

The attraction of the incentive tour — basically a reward 
given by employers for achieving sales or other targets 
— is that it is a package-tour par excellence. The clients 
move in a group like a package-tour, but rather than cutting 
corners they want the best and are prepared to pay for 
it. For instance, in its 
promotion of incentive 
tours, Hongkong stresses 
the top end of the hotel 
and shopping sectors. And 
its special events for incen- 
tive tours include a "colo- 
nial ball" featuring the 
Royal Hongkong Police 
band and an event for 
which “a personally in- 
scribed summons requests 
your attendance at a ban- 
quet fit for the emperor 
himself" — both of them 
at US$77 a head. Oo 
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EH SOUTH KOREA mE 


Seoul seeks an 
Olympian image 


outh Korea so far is somewhat off 

the beaten track as a tourist destina- 
tion. Geography is partly responsible: 
unlike Southeast Asian countries, 
South Korea is relatively out of the way, 
and cannot be taken in on the way to 
somewhere else. 

The country also suffers from an 
image problem. It is better known for 
the frequent calamities it has suffered, 
such as the Korean War, and more re- 
cently the shooting down of a South Ko- 
rean passenger aircraft by Soviet fight- 
ers, than for its scenic attractions. 

But the country is likely to get a 
boost from a mass of publicity in coming 
years as it hosts three major interna- 
tional events — first the IMF-World 
Bank meetings in Seoul in October, fol- 
lowed by the Asian Games in 1986, and 
finally the big event, the summer Olym- 
pics in 1988. 

Preparations for all these events are 
already moving at a feverish pace. The 
Olympic sports facilities are now nearly 
complete, and a sign has gone up in the 
centre of Seoul with electronic numbers 
counting the days before the Asian 
Games. 

And the neighbourhood around the 
Seoul Hilton International Hotel, 
where the IMF—World Bank meetings 
will be held — once one of Seoul’s most 
unsightly — has been flattened in an 
“urban facelift” operation. Reflecting a 
similar concern to present a good image 
has been the government's ban on the 
consumption of dog and snake meat in 
the capital and talk of placing greater 
controls on prostitution, 

Since the early 1970s when restraints 
on Japanese travelling abroad were lift- 
ed, the Japanese have been by far the 
largest single group of tourists visiting 
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South Korea. But more than 90% of Ja- 
panese visitors are male, and a great 
number are more interested in short and 
costly friendships with local women 
than in seeing the sights. 

Total receipts from tourism 
amounted to US$673 million in 1984, 
well up from US$596 million in the pre- 
vious year. 

Several areas of the country have 
been developed into tourist sites over 
the past decade or so, but they are 
primarily destinations for the country's 
fast-growing domestic tourism industry. 
In the late 1970s, Kyongju, the capital 
of the ancient Silla Kingdom was turned 
into a major tourist centre with two 
large hotels, and many smaller ones, 
museums, refurbished historical sites, 
and a number of new roads. Around 
20% of foreign visitors now go to 
Kyongju. 

Judging from announced plans, the 
tourism industry is bullish about the fu- 
ture, with no fewer than 50 develop- 
ment projects on the drawing boards 
all due to be completed by 1988. These 
include facilities at Ch'unch'on and 
Ch'ongpy' ong, lake areas northeast of 
Seoul, and a fantasy park in Seoul to 
rival US and Japanese Disneylands in 
size at the cost of Won 120 billion 
(US$136.4 million). — Paul Ensor 








El HONGKONG 


Smaller growth, 
higher quality 


H onekone is one of the continuing 
success stories of Asian tourism, 
with 3.2 million visitors last year — an 
increase of 13.6% over 1983 — con- 
tributing HK$14 billion (US$1.79 bil- 
lion) to the economy, 23.4% more than 
in the previous year. 

But the Hongkong Tourist Associa- 
tion (HKTA) is not expecting that kind 
of growth to continue, for two main 
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reasons: the inability of the airport at 
Kaitak to cope with much more volume, 
and the lack of hotel rooms to accom- 
modate more visitors. 

The government recently shelved a 
plan to build a new airport on the outly- 
ing island of Lantau and, though there is 
talk of an airport being built just over 
the border in China it is unlikely to 
materialise within a decade. And, said 
an HKTA spokesmen, “demand for a 
major airport development will arise in 
three or four years’ time." Ji 

There are plans to spend HK$273 
million by 1987 to upgrade airport 
facilities such as radar systems and pro- 
vide check-in desks to handle 5,300 pas- 
sengers an hour. But Kaitak’s geogra- 
phical position means airspace is too re- 
stricted for much more growth. 

The current hotel-room shortage — 
hotels are running at 85% capacity so 
far this year, with the peak tourist sea- 
son still to come — is only temporary, 
but it is acute and, the HKTA forecasts, 
will result in only an 8-10% growth in ar- 
rivals this year. 

At present some 51 hotels offer 
18,039 rooms, which will increase to 
19,070 by the end of the year, with two 
new hotels coming on stream. Next year 
will see a further five hotels opening, of- 
fering a further 2,104 rooms and yet 
another six are planned for 1987. 

It is estimated that by December 
1989, 65 hotels will be operating with a 
total of nearly 26,000 rooms — that is, 
just under 10 million room-nights per 
year. But with an average stay of 3.6 
nights, this only allows for 5.2 million vi- 
sitors. Thus, the HKTA is cautiously es- 
timating 5-6% growth annually, bring- 
ing arrival figures to about 4.6 mil- 
lion, 

To make up for this conservative 
overall growth rate, the HKTA is work- 
ng hard to bring in the big spenders. 
“Overall, we are looking at a 10% 
growth in the industry,” an HKTA 
spokesman said. “With double-digit 
growth we are still doing well, though 
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we cannot expect the same growth rate 
as we saw in 1983-84." 

At present, group travel still forms 
the bread and butter of Hongkong 
tourism, with 40% of incoming visitors 
being on package tours, 30% business 
visitors and the remaining 30% inde- 
pendent leisure travellers (though that 
in itself is a comparatively high figure). 

But the target is a major increase in 
incentive tours and conferences. Incen- 
tive tours-are currently under 5%, but 
are increasing fast. But conference busi- 
né$s is reckoned to be about five years 
behind Singapore and is unlikely to 
catch up until the International Exhibi- 
tion Centre opens (in part) in 1988 on 
reclaimed land in Wanchai. 

Masterminded by the Trade Deve- 
lopment Council, the centre is a HK$1.6 
billion investment featuring a confer- 
ence hall with seating for 4,000, two 
hotels offering a total of 1,710 rooms. 
970 service apartments and a 33-storey 
office/trademart tower. 

And while Hongkong's ethnic ap- 
peal and shopping facilities are major 
tourist attractions, promotion and deve- 
lopment of new attractions goes on. 

— Janine Wookey 


EB SINGAPORE 


A battle to get 
back on top 


ven before negative growth of 

Singapore's economy became evi- 
dent this year, the tourist sector had fall- 
en on hard times; in fact, the decline in 
tourism preceded the general downturn 
by two years. Singapore's erstwhile at- 
tractions as a tourist destination — the 
Oriental charm of Chinatown, Little 
India, and the Malay kampungs — 
coupled with its lure as a shoppers 
paradise faded in the early 1980s as its 
modernisation as a city-state proceeded 
apace. 
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However, organised tourism became 
a significant factor in Singapore's econ- 
omy only in the mid-1970s. Without 
much conscious effort. to develop 
tourism, arrivals rose from | million in 
1974 to 2 million in 1978 and since then 
the annual tally of visitors has routinely 
outnumbered the local population. In 
1982, income from tourism passed the 
S$4 billion (US$1.8 billion) mark, 
amounting to 13.7% of gross domestic 
product, and even last year tourist-re- 
lated activity earned $$4.3 billion or 
about 12% of GDP 

The spurt in tourism in the early 
1980s also coincided with the property 
boom and the authorities who had 
found a shortage of hotel accommoda- 
tion in the late 1970s actively encour- 
aged the building of more hotels and re- 
tail space. As the building boom pro- 
gressed it inevitably encroached on the 
very tourist attractions of earlier years. 

However, tourists kept pouring in as 
duty-free Singapore still offered bar- 
gains for foreign. shoppers. But the 
property boom brought high rentals in 
its wake and the government's high- 
wage policy and the continuing escala- 
tion of various official levies made 
Singapore progressively more expen- 
sive. The rate of tourist growth tapered 
off from an impressive 10.4% in 1981 to 
a modest 4.5% in 1982 and plunged to a 
negative growth of 3.5% in 1983, the 
first downturn in more than a dec- 
ade 

It perked up by 4.8% in 1984 to 2.99 
million, thanks largely to a rise in Aus- 
tralian and Indian arrivals. However. 
by the end of the first half of this year, 
the growth had again slowed down to 
2.9% or a total of 2.4 million arrivals, 
By current indications, Singapore will 
need luck to hold the number at last 
year’s total. 

One problem has been that the mas- 
sive $$7-8 billion investment in the in- 
dustry in the past decade — and the esti- 
mated S$18 billion in the investment 
pipeline up to 1990 — was based on an 


giants and pygmies, with differing approaches. 
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unrealistic 1980 projection of 109% an 
nual growth in tourist arrivals, which m 
turn was based on another optimistic as- 
sumption that Singapore's economi 
would grow as rapidly as in the 1970s; 

Meanwhile, a report by an If 
member task force adopted by the gos 
ernmentat the end of 1984 came up with 
an ambitious target of 8%-plus annual 
growth, amounting to 5 million tourists 
by 1990. 

To achieve the target the task force 
recommended preserving parts of 
Chinatown; acquiring Haw Par Villa, a 
privately held Chinese garden built by 
the Aw family, founders of the Haw Par 
business empire; creating a so-called 
paradise island offshore with amenities 
for water sports; promoting convention 
and conference facilities, and instituting 
compulsory display of price tags in 
shops. 

Singapore has doubled its promo- 


tional budget for 1985 to S$30 million 


and is sending five large sales missions 
to 14 Western countries this year in a bid 
to attract more high-spending visitors 
from Europe and North America 
though, ironically, at present it is Asians 
hungry for consumer goods who tend to 
be the best shoppers in Singapore. An 
average Indian tourist spends about 
US$1,000 on shopping alone. 

— V. G. Kulkarni 


EE BHUTAN Sie ow 


Making haste 
very slowly 


[ Hongkong and Singapore are the 
giants of Asian tourism, Bhutan is onc 
of the pygmies. Until 1974 the tiny 
Himalayan kingdom was closed entirely 
to tourists. The year 1974-75 saw jus! 
287 arrivals, and this has grown only to 
1,900 in 1984. 
But despite these tiny figures, Bhu 
tan is an example of the importance o! 
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tourism to a little-developed country. 
For the past several years, the —— 
has been the principal source of untied, 
convertible foreign currency, with gross 
receipts in 1981-82 of some US$1.4 mil- 
lion and in 1983-84 of US$2.4 million. 
(The next largest source, sale of postage 
stamps to foreign collectors nets some 
US$300,000 annually.) 

And the slow increase is deliberate, 
with an eye constantly on the need to 
pee the environment and way of 
ife of Bhutan. However, major efforts 
are going on to make the industry more 
efficient. A study commissioned in 1982 
suggested that up to that time the indus- 
try had earned an average 15% on in- 
vestment, apparently satisfactory, but 
well below potential in view of ahei 
seasonal under-use of facilities. 

For instance, the four Bhutan 
Tourism Corp. (BTC) hotels in 
Phuntsholing, Paro and Thimphu pro- 
vide only 282 beds, but their occupancy 
rate on a year-round basis is only 30%, 
even though seasonal peaks can result in 
a shortage of beds. An attempt has been 
made to develop Indian tourist traffic, 
and the potential of this market is recog- 
nised, but so far the BTC has not in- 
volved itself, preferring to leave it to 
private travel agents in the kingdam and 
in India. jo 

For its own part, the BTC'is keen to 
tap the market of visitors to neighbour- 
ing Himalayan states, Nepal in particu- 
lar. And it is also about to produce, for 
the first time, its own destination litera- 
ture. And it is considering increasing 
the all-inclusive tariff paid by foreign 
visitors. 

This fee, basically US$130 a night, 
but rising to US$150 in March-April and 
falling to US$90 at off-peak periods 
(July-August and January-February), 
was set in 1973 and was intended to re- 
main unchanged until the year 2000. 
But tourism officials meeting last year 
agreed that it is now rather low in terms 
of return on capital investment and ser- 
vices offered. — Brian Shaw 


mandu: hit by political problems. 


UM INDIA Heec oo oe 


Struggle for the 
magic million 


espite its wide range of attrac- 

tions and its vast size, India attracts 
only a tiny percentage of world tourism 
— à 0.28% share of the world market in 
1983 compared to 0.14% in 1968. And 
arrivals in 1984 (excluding those from 
neighbouring Pakistan and Bangladesh) 
were only 852,503, a 3% drop from the 
previous year. 

Although no estimate of total travel- 
industry earnings is available, tourism is 
a significant source of foreign exchange, 
bringing in Rs 11.3 billion (US$957.6 
million in 1982-83 when the total flow 
of net invisibles was Rs 56.51 billion and 
visible exports brought in Rs 89.07 bil- 
lion. 

India had hoped to notch up its first 
million arrivals in a year in 1980, but fell 
short by nearly 200,000. That year also 
an ambitious target of 3.5 million was 
set for 1990, but this was later scaled 
down to 2.5 million. | 

At present there is a severe shortage 
of rooms during the peak tourist season 
in autumn and there is a massive hotel- 
building programme under way, with 
293 new hotel projects approved last 
year. When they are completed they 
will provide an additional 14,936 to the 
22,000 at present approved by the De- 
partment of Tourism. 

The allocation in the 1980-85 sixth 
five-year plan for tourism development 
was Rs 1.875 billion, or 1.19% of total 
outlay. But this does not count the con- 
siderable investments made by private 
enterprise or the government infra- 
structural projects which are inciden- 
tally beneficial to tourism, such as air- 
port improvement, acquisition of new 
aircraft for international and domestic 
airlines and railway and road develop- 
ment. 





Meanwhile, it is acknowledged that 
too much emphasis has been placed in 
the past on "cultural" tourism. And 
while there will be continuing emphasis 
on tourists interested in India's history, 
art and religion, with the opening of 10 
"national heritage centres" in the next 
five years, more beach resorts will also 
be developed in the same period. 

Joining Goa and Kovalam on the 
west coast will be Puri in Orissa on the 
east coast, the remote Andaman islands 
in the Bay of Bengal and the Lakshad- 
weep islands in the Arabian Sea. 

There will also be promotion of areas 
outside the "Golden Triangle" of 
tourism, around Delhi, Agra and Rajas- 
than. And special interest tourism, such 
as water sports, winter sports, hill-trek- 
king and tours of national parks and 
wildlife resorts are to be promoted. 

— Mohan Ram 


HE NEPAL GR cet CO CELER 


Optimism on the 
road to Lhasa 


pus problems in India and in 
Nepal itself (a bomb blast severely 
damaged the Hotel de l'Annapurna in 
Kathmandu in June) hit arrivals in the 
latter half of last year and the first half of 
1985. Total arrivals for last year were 
176,636, 1.5% down on 1983. 

But the industry remains optimistic, 
with the opening of the southern route 
through Nepal to Tibet. A joint direct 
air service between Kathmandu and 
Lhasa operated by China's CAAC and 
Nepal's RNAC is due to start in 1986, 
and tourism officials here hope it will 
mean an increase of at least 10,000 
upper-income tourists. 

Tourism is important to Nepal both 
as a foreign-exchange earner (Rs 586 
million — US$34.5 million — worth last 
year) and as an employer of labour 
(10,000 directly and 190,000 indirectly, 
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as artisans, handicraft workers and so 
on). 

However, the nation's first 10-year 
master plan for tourism (1973-83) was 
not fully implemented, Growth from 
1975-80 averaged 15% a year, but it has 
declined since and the planned target of 
189,000 a year by 1984 failed to 
materialise. National planners have 
launched special programmes aimed 
not only at increasing arrivals, but also 
at extending average length of stay. 

The government has spent US$4.3 
million during the past five years and 
has allocated the same amount for the 
next five years for developing tourism 
and its infrastructure. But critics point 
to the fact that it has failed, for instance, 
to protect many objects of historical in- 
terest which could have provided a 
unique attraction for tourists. 

— Kedar Man Singh 





Slight signs 
of recovery 


ny political problems Nepal may 

have pale into insignificance beside 
those of the Philippines, But visitor ar- 
rivals there during the first five months 
of 1985 totalled 340,920, an increase of 
1.2% from the level in the same period 
in 1984. The slight rise compares with 
the decline of 12.3% in the number of 
arrivals in January-May 1984, com- 
pared to the year-before record. The 
full-year 1984 arrivals were 816,712, 
down by 5.1% from the previous 
year's. 

Given the various negative reports 
about Philippine conditions — such as 
the increasing activities of anti-govern- 
ment groups — and the scarce resources 
that limit efforts to promote the tourist 
destinations in the country, the industry 
can only hope for a slight growth for 
1985. Some sectors in the industry say 
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they will be happy if total arrivals equal 
the 1984 figure. 

However, tourism officials are confi- 
dent that the local industry can offer 
competitive tour packages — both in 
quality and in cost. Joy Soler de Castro, 
chief of the Ministry of Tourism’s plan- 
ning service, says that foreign tour 
operators should profit more from 
Philippine packages owing to the recent 
series of devaluations of the peso. 

In US dollar terms, total revenues 
from tourism fell by 21.1% in 1984 to 
US$366.25 million, compared to 
US$464.75 million in 1983, according to 
the Central Bank of the —— 
Average tourist spending fell from 
US$106 a day per tourist in 1983 to 
US$92 a day in 1984. Tourism officials 
say this was partly due to the peso de- 
valuation. 

De Castro told the REVIEW that cur- 
rent marketing efforts are directed to- 
wards the incentive travel market — but 
also take in honeymooners and "office 
ladies," particularly from Japan, as 
specific targets. The country has excel- 
lent convention facilities, but efforts in 
this field will be concentrated on ensur- 
ing high attendance for scheduled 
events. Already this year, an American 
company has reportedly cancelled two 
conventions destined for Manila. 

But, partly because of low occu- 
poney rates in the capital's hotels, the 

inistry of Tourism is not encouraging 
new investment in tourist-oriented 
facilities in Metro-Manila. “We'd rather 
see [such new investment] in the pro- 
vinces," de Castro said. Preferred areas 
include Cebu, Baguio and Davao and 
Batangas, Cavite and Laguna which are 
known for their beaches. 

Tourism Minister Jose Aspiras said 
recently that the ministry's marketing 
thrust will be concentrated in the Asia- 
Pacific area where the traffic is already 
substantial. The move apparently stems 
from the limited budget of P 110 million 
(US$9.5 million) that the ministry is 
getting in 1986. — Jose Galang 








ms SRI LANKA sscrnesauo 


From dream 
to nightmare 


pot country hard hit by political 
problems is Sri Lanka, once one the 
Asian travel industry's biggest success 
stories with a spectacular growth in ar- 
rivals from 100,000 in 1975 to 400,000 in 
1982. But then, in July 1983, came the 
t of racial violence in Colom- 
). 

The winter of 1983 is described by 
local travel people as a disaster, and 
though there was a slight pick-up in 
1984, arrivals were still only 300,000, 
just three-quarters of the 1982 figure. 
And as long as the Tamil-Sinhalese vio- 
lence continues — though it is mostly 
isolated in non-tourist areas — the 
target set by the government in 1975 of 
half a million tourists by 1984 looks a 
long way off. 

There are, however, some who 
argue that the massive tax and other in- 
centives offered by the government to 
achieve the growth — and incidentally 
to increase the number of hotel rooms 
from 2,900 to 10,000 in a decade — was 
misplaced. Sri Lanka is too small a 
country to put so many eggs in the 
tourist basket, they said, particularly 
when tourism has some serious social 
side-effects, already apparent in Sri 
Lanka. 

Finance Minister Ronnie de Mel re- 
plied in a recent speech: “There is un- 
doubtedly some element of truth in 
what the critics say. But one can't deny 
the advantages tourism brings. It has 
provided a great deal of employment di- 
rectly . . . and indirectly. Unemploy- 
ment is the country's most serious socio- 
economic problem and any industry 
which can help substantially in relieving 
unemploynfent deserves to be strongly 
encouraged." 

But that is cold comfort indeed in à 
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Tourists in Thailand: hotel swimming pool, 


situation in which many hotel operators 
cannot even pay day-to-day outgoings 
such as electricity and wages bills and 
the government has had to help out with 
interest-free loans, debt rescheduling 
and reduction of business turnover tax. 
Unsurprisingly, the government has put 
a brake on further construction. 

There is, however, one ray of hope. 
The largest drop in arrivals has been 
from Asia — mostly Indians, who be- 
fore the racial troubles came to Sri 
Lanka in large numbers for duty-free 
shopping. European arrivals have been 
holding up much better, and there is a 
75% increase in arrivals trom Japan, 
following the introduction of a direct air 
link. — Manik de Silva 
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More revenue 
than rice 


iore 1982, tourism has surpassed 
rice to become Thailand’s single 
biggest — foreign-exchange earner. 
Tourism-generated revenue rose from 
Baht 23.8 billion (US$1.03 billion at 
then-prevailing exchange rates) in 1982 
to an estimated Baht 27 billion last year. 
But as a proportion of the expanding 
gross national product it has remained 
constant at just below 3%. 

Of the more than 2.3 million foreign 
visitors in 1984 — 7.11% more than the 
)revious year — those from the Asia- 

acific region accounted for the largest 

roup at 57.6%, followed by Europe 
(20.4%), South Asia (8.8%), the Unit- 
ed States (8.2%), the Middle East 
(4.3% ), and other minor markets. 

The figure of 2.3 million incoming 
compares with a mere 640,000 outgoing 
— mainly to Hongkong, China and 
Taiwan. Thus it is evident that Thailand 
is well in surplus in its international 
tourist trade. The estimated US$746 
million surplus in 1983 has increased 
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and is bound to further expand given the 
faster pace of growth in tourist arrivals 
compared to Thais travelling overseas. 

But everything is not rosy for the in- 
dustry in Thailand. The post-1983 re- 
covery should have translated into a 
general boom but owing to disparate 
and uncoordinated development plans 
— including a spate of new hotels in 
Bangkok — the benefits are not evenly 
distributed. 

Many of the new hotels have been 
operating in the red and, according to 
industry experts, will continue to suffer 
in the foresecable future. There has also 
been a price war which saw most hotels 
slashing their published tariffs by as 
much as 50%. 

Airport improvement at Chiang Mai 
in northern Thailand and Phuket in the 
south and the subsequent introduction 
of international flights to these destina- 
tions have resulted in a modest im- 
provement for Chiang Mai and a mini- 
boom for Phuket (REVIEW, 8 Aug.). 
Meanwhile, Pattaya beach resort ap- 
pears set for a resurgence as the result of 
an improved road link plus an active 
promotion campaign. 

But owing to the Tourism Authority 
of Thailand's limited resources and in- 
adequate coordination among other 
government agencies involved in the 
provision of basic infrastructure, sev- 
eral tourism-development plans that 
should have been completed many 
years ago are still on the shelf. 

The master plans for Phuket and Pat- 
taya in particular — drawn up in the 
late 1970s and then projected to involve 
investment of about Baht 800 million 
and Baht 600 million respectively — call 
for ambitious infrastructural develop- 
ment schemes, few of which have 
materialised. Pattaya, for instance, still 
lacks an efficient waste water treatment 
system. Phuket's rapid development is 

ue largely to private-sector initiatives 
and investment, and some of the 

growth is haphazard. 
— Paisal Sricharatchanya 
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Arising one 


to watch 


he authoritative industry magazine 

Asia Travel Trade last month de- 
scribed Malaysia as possibly “the one to 
watch" as an up-and-coming tourist de- 
stination. At present, tourism is only its 
sixth-largest foreign-exchange earner, 
but with prospects for its major pri- 
mary-products exports — tin, timber 
and oil — now less certain, the nation is 
anxious to diversify. And Prime Minis- 
ter Datuk Seri Mahathir Mohamad has 
himself identified tourism as a likely 
growth area. 

Malaysia passed the 2 million arriv- 
als mark in 1982, with 2,093,121, an in- 
crease of 26.1% over the previous year, 
and last years estimated figure is 
2,873,711 arrivals. Most of them — 69% 
— are from Asean, and more than half 
from neighbouring Singapore, but thev 
had a healthy average spending rate of 
M$483.60 (US$197) in their average 4.5 
nights’ stay. 

But the government is looking to 
growth from outside the region, and 
much of the Malaysian Tourist Deve- 
lopment Corp. budget, which has been 
nearly doubled this year from US$5.3 
million to US$10.3 million, is being 
spent in prime overseas markets — 
Europe, the US and Australia. Europe 
and the US are seen as particularly good 
prospects with the increased frequency 
of flag-carrier Malaysian Airline Sys- 
tem's links. 

Infrastructure is improving fast, with 
major hotel additions not only in Kuala 
Lumpur and Penang but also in historic 
Malacca (1,547 rooms by 1987) and 
Langkawi island, where the major con- 
glomerate Promet Bhd is developing a 
"resort city" of seven hotels and 2,500 
rooms. 

The country is also making a major 
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ourist bungalows in Indonesia: private investment is low. 


bid for the lucrative conference market, 
with many new hotels in Kuala Lumpur 
adding meeting facilities and the huge 
Putra World Trade Centre opening this 
month. The Putra complex will host the 
prized Pacific Area Travel Association 
conference next year attended by more 
than 2,000 delegates from the travel in- 
dustry, airlines and national tourism or- 
ganisations from around the Pacific 
basin. 

However, this has upset Penang, the 
best-established tourist destination in 
Malaysia. Penang hoteliers, who have 
suffered falling occupancy rates re- 
cently due to some overcapacity, felt the 
meeting should have gone there rather 
than the capital. — Janine Wookey 





ill INDONESIA 


No longer a 
‘necessary evil’ 


rrivals to Indonesia increased sharp- 

ly last year to 700,900, up 10% from 
1983's 638,000, compared with only 
7.7% growth over the previous year, 
justifying the government's April 1983 
elimination of visa requirements for vi- 
sitors from 26 countries. 

While Central Bureau of Statistics 
figures do not differentiate between 
tourist and business arrivals, a hefty in- 
crease during the June-September peak 
holiday season indicates the country's 
campaign to build tourism into a major 
foreign-exchange earner, instead of to- 
lerating it as a "necessary evil" as in pre- 
vious years, is bearing fruit. 

However, industry analysts in 
Jakarta say arrival growth flattened out 
in the first four months of this year, pos- 
sibly due to the weakness óf European 
and Southeast Asian currencies against 
the US dollar. 

Income from foreign tourists grew 
much faster last year, increasing 18.2% 
to US$519 million, up from US$439.4 
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million, less than 0.6% of estimated 
gross domestic product. 

Tourists still focus on Bali and Jog- 
jakarta in Central Java, site of the 
Borobudur Temple, as primary destina- 
tions. Thus, most industry investment is 
in these areas, as well as Jakarta. The 
National Investment Board approved 
US$93.5 million in foreign investment 
applications for hotel developments last 
year, as well as another Rps 222 billion 
(US$200 million) in domestic hotel in- 
vestment applications. 

The largest of these projects will be 
international-class hotels in Jakarta and 
in Bali. New developments in Bali are 
concentrated in Nusa Dua, where state- 
owned Hotel Indonesia International 
Corp. just opened the 425-room Hotel 
Bali Nusa Dua. Another 900-room 
US$9 million Spanish-Australian in- 
vestment, the Bali Sol, should open 
there by October, and a French-owned 
Club Med will follow by next year. 

With these new developments, Bali's 
low occupancy level, 54.2%, and rate 
wars are expected to continue un- 
abated. The national occupancy level 
for rated hotels slumped even lower to 
48.8% last year, according to industry 
estimates. Other private investment in 
tourist facilities has remained low, with 
the exception of expansion in several 
areas oriented to the domestic market. 

Tourism promotion abroad is still 
sorely lacking, industry sources say. 
Some efforts have been made, but at- 
tempts by the Directorate-General of 
Tourism and the local travel industry to 
sponsor a joint marketing programme 
have not borne fruit, both for reasons of 
funding and because of continued doubt 
in the industry about the value of mar- 
keting abroad. 

Meanwhile, outgoing travel, which 
dropped off drastically for a few months 
following the November 1982 imposi- 
tion of a Rps 150,000 (US$125) exit tax, 
recovered by mid-1983 and stayed 
steady at 296,000 in 1984. 

— Paul Handley 
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* Tourism's contribution to Australian balance 
of payments 1977/78—1983. i 


Source: Australian Bureau of Statistics. 
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EM AUSTRALIA SESTCCUSSTSUCOUUPEESEM 
Doubling up 
down under 


nward tourism traffic in Australia 

has shown high consistent growth over 
recent years, with arrivals passing the 1 
million mark in 1984. This is double the 
figure of 10 years earlier, and tourism 
authorities hope the growth can be.ac- 
celerated to double numbers again 
within four years. 

The intrinsically labour-intensive 
tourism sector is seen as a major em- 
ployment generator in a country where 
the erosion of a high-cost manufactur- 
ing industry has kept general unemploy- 
ment levels at a high 8.5% and more 
than 20% for young schoo!-leavers. 

The most extensive study of 
tourism’s economic impact, by the fed- 
eral government's Bureau of Indus- 
try Economics, found that in a sample 
over 1981-82 domestic tourists spent 
about A$10 billion (US$7 billion at pre- 
sent exchange rates), while foreign 
tourists spent about A$1.03 billion. 

After deducting transfers, imports 
and indirect taxes tourist spending 
amounted to A$7 billion, equivalent to 
4.8% of gross domestic product. The 
bureau estimated that tourism gener- 
ated directly or indirectly jobs for 
338,000 people or 5,2% of the Austra- 
lian workforce. 

However, Australians spend more 
overseas than foreign tourists bring in. 
Tourism is a growing factor on both 
sides of the balance of payments, about 
5.04% of total transactions in 1983 com- 
pared with 0.38% in 1945. The tourism 
deficit has stabilised at about A$700 
million, while the ratio of debits to cred- 
its is moving steadily in Australia’s 
favour. 

This tourism growth has attracted 
substantial investment. In June 1984 
Australia had 3,841 hotels, motels and 
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other tourist accommodation establish- 
ments, 25% more than it did in June 
1979. Most of the 763 new establish- 
ments were built after June 1981. 

On top of nearly A$2 billion worth of 
tourist projects completed within the 
past two or three years, another A$1.82 
billion worth were under construction 
by 31 March this year. A further A$3.94 
billion worth of hotels, beach resorts, 
casinos, theme parks and marinas were 
"firmly committed" and due to be com- 
menced within 18 months. 

The Queensland coast has attracted 
the biggest share of this development. 
In March 12 major projects were under 
way, with total investment of A$799 
million. A further A$650 million worth 
of resort developments, A$241 million 
worth of hotels and A$310 million of 
tourist attractions were firmly commit- 
ted. Foreign groups such as Japan's 
Kumagai-gumi and Malaysia's Ipoh 
Gardens are prominent in the hotel- 
contruction boom, as well as the big in- 
ternational hotel chains. 

But queries must hover over some 
concentrations of investment, particu- 
larly the five new international-class 
hotels under construction at Queens- 
land's tinselly Gold Coast. Casino- 
hotels springing up from Perth to Cairns 
may also tax the admittedly voracious 
gambling habits of Australians and 
Overseas Chinese — the main targets. 

However, the Australian Tourist 
Commission estimates that on present 
trends arrivals will reach 1.4 million a 
year by 1988, with the holiday-maker 
share of the total growing to 48% from 
the 42% at present. Visitor spending in 
Australia would then reach about A$2 
billion. 

Moreover, with a “vigorous and 
creative effort" and provision of 


adequate government resources, the 
commission believes that a target of 2 
million visitors a year by 1988 is achieva- 
ble. Japan, Asia and the US would 
provide biggest growth. 

— Hamish McDonald 
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in Maldives: ‘vigorous effort. ' 





@ BURMA 


The seven-day 
wonder 


aced with a shortage of facilities, 

Burma is still having limited success 
developing the higher-spending sector 
of the tourist market. A black-market 
exchange rate for US dollars of about 
three times the official rate, plus the at- 
tractive profit from selling 200 duty-free 
cigarettes and a bottle of Scotch for 
about Kyats 450-500 (US$55-61.50) on 
the black market continues to en- 
courage budget tourism and to cut 
into potential foreign-exchange earn- 
ings. 

But following advice from an Italian 
consultant, the Hotel and Tourist 
Corp., also known as Tourist Burma, is 
going ahead with development plans. 
These include developing historical at- 
tractions in Pagan and Mandalay and 
improving tourist facilities in Ran- 
goon, the entry and exit point for all 
VISILOFS. 

An informed source said Tourist 
Burma will launch a feasibility study on 
hotel construction and tourism develop- 
ment at the end of this year with assist- 
ance from the United Nations Develop- 
ment Programme and the Madrid-based 
World Tourist Organisation. But it is 
understood to have already calculated 
that another 150-200 rooms are needed 
in Rangoon, 150 in Pagan and 100 in 
Mandalay. At present Rangoon has 
only six hotels with 600 rooms of varying 
standard. 

And Tourist Burma has already 
made a start on improving some infra- 
structure. It has acquired a fleet of 30 
coaches seating 20-35 passengers for 
sightseeing and transfers and has im- 
proved duty-free shopping at Ran- 
goon's Mingaladon Airport. 

According to government figures, 
about 28,600 tourists visited the country 











last year, a slight drop from the figures 
for 1982 and 1983 — though up from 
22,100 in 1979, Tourist spending was es- 
timated at Kyats 80.1 million. Develop- 
ment plans are based on an average 
expenditure of about US$300 per tour- 
ist. 

One constraint on growth, however, 
is likely to stay. This is the seven-day 
limit on tourists’ visas. "At the moment 
we do not have enough facilities," the 
source said. "There is just not enough 
accommodation to let people stay 


longer." — A Correspondent 
EUB MALDIVES = — 0 NEN 


Time for 
consolidation 


j pee in Maldives, a string of 1,190 
coral islands, has seen vigorous 

rowth in the past 10 years or so. Today 
it earns 10% of gross national product 
and accounts for 60% of visible export 
receipts. But President Maumoon 
Abdul Gayoom has called a halt to 
further expansion at present, aiming in- 
stead for consolidation and improve- 
ment of facilities. 

Gayoom said recently that the open- 
ing of an international airport, due in 
1987, on Gan, once a British Royal Air 
Force base, will give the industry a sub- 
stantial boost. In addition, two domes- 
tic airports are nearing completion, on 
Kathdoo, 100 miles south of the capital, 
Male, and at Hannimadu, 150 miles 
north of Male. 

Trouble in Sri Lanka, through which 
many Maldives-bound holidaymakers 
travel, hit the resort hard, leading to a 
3% drop in arrivals in 1983, said direc- 
tor-general of tourism Ahmed Zahir. 
But arrivals in the first half of this vear 
showed growth of 37%. 

He said a Singapore Airlines direct 
link with Europe was a great help in this 
regard. Now, he said, "even if there is 











trouble in Sri Lanka we will no longer be 
affected.” 

But he agreed that to win new mar- 
kets Maldives must improve facilities 
and operators must improve standards. 
Not all operators are at fault, he said, 
but some had tried to “make a fast 
buck" with sub-standard facilities. 

— Manik de Silva 





EN CHINA 


An open door 
to the world 


ncome from tourism in China was 

US$1.13 billion last year — a massive 
Wo increase over 1983 — and while 
91% of 1984's 12.36 million tourists 
were “compatriots” from Hongkong 
and Macau there are ambitious plans to 
increase the numbers of foreign 
tourists, mainly from Japan, the United 
States, Europe and Australia to 5 mil- 
lion by 1990. 

This will increase the already-severe 
pressure on China's limited tourism 
infrastructure, but a massive hotel- 
building programme is under way (page 
73) and the China Travel Service plans 
in the next six years to treble its 
(leet of vehicles to 3,000 and build three 
200-cabin passenger ships for the 
Yangtze river Three-Gorges Cruise. 

There are also ambitious plans for 
new tourist attractions, such as a Rmb 
22 million (US$7.6 million) amusement 
park and racecourse (with horses from 
Inner Mongolia) near Peking, a Tang 
dynasty-style complex at Xian, in 
Shaanxi province and a Rmb 30 million 
golf course in the Ming Tombs area near 
Peking, to be built by the Japanese. 

Other multi-million dollar tourist 
projects (most are joint ventures) in- 
clude an amusement park in Shenzhen 
adjoining Hongkong which will be big- 
ger than the Disneyland in Japan, the 
Longtan (dragon pool) amusement 
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park near the Ming Tombs and a golf 


course at Zhongshan, across the border 
from Macau. 

The Peking Municipality has said it 
needs Rmb 10 million next year to re- 
store historical relics damaged during 
the Cultural Revolution and Rmb 7 mil- 
lion has been collected from the public 
and from tourists themselves — to re- 
store sections of the Great Wall. 

Despite problems of low-standard 
hotels, transport difficulties and -high 
prices, it appears that the attractron of 
China is so strong that tourism needs 
next to no promotion. 

The growth rate from 1978 to 1985 
has been 20-30% à year, startling by any 
standard. And China International 
Travel Service officials say that, for in- 
stance Lhasa, the most expensive city to 
visit at Rmb 220-260 (US$75-90) a 
day, will achieve its target of 10,000 vi- 
sitors a year within only a few vears. 

— Mary Lee 


ER TAIWAN Fer) Oe 


How to sell the 
‘other China’ 


hoe, and business travel have for 


many years been a steady source of 


foreign-exchange earnings for Taiwan. 
In 1984, visitors spent US$1.52 billion, 
up from US$1.46 billion the year be- 
fore. (Government statistics do not dis- 
tinguish between tourists and business 
travellers.) 

Growth has been slow, however, for 
a variety of reasons having to do with 
Taiwan's unique political situation. Be- 
cause Taiwan has no diplomatic rela- 
tions with most nations, obtaining a 
tourist visa can become a complicated 
process. In some cases, a quasi-official 
trade office becomes the visa-granting 
agency. In Hongkong, for example, it is 
a travel agency. 

The industrv has been urging the 





government to allow short-term visitors 
entry without visas, or to issue visas at 


the airport. But the powerful security 
agencies have refused to allow this for 
fear of infiltration from China. 
Another growing problem for 
Taiwan has been the rapid development 
of China's own tourist industry in the 
past seven years. As China becomes 
more popular as a tourist destination, it 
becomes more difficult for Taiwan to 
market itself. In recent weeks, tourism 
officials have even urged thit govefn- 
ment and industry should’ begin em- 
phasising "Taiwan" rather than the 
"Republic of China” in the literature, a 
suggestion running directly counter to 
official policy. 
Still, the number of visitors has risen 
steadily, if slowly, over the years, going 
from 1.39 million in 1980 to 1.52 million 
last year, This year’s target is 1.55 mil- 
lion, and the number is expected to rise 
to 1.83 million in 1989. 
By far the largest number — 58% — 
are from Japan, the former colonial 
power. But as in South Korea, many of 
them are men on sex tours. The second 
largest group was 138,000 Hongkong 
Chinese, making up 14% of the whole. 
Private investment in the tourist in- 
dustry, primarily for new hotels, came 
to NT$2.61 billion (US$65.35 million) 
in 1984, up 5% from 1983, and bothpri- 
vate sector and government are pushing 
plans for further development. On the 
southern tip of the island, the Tokyo- 
based Aoki Corp. is building a 250- 
room, US$10 million luxury hotel com- 
lex to be called Caesar's Park Hotel. 
Scheduled for completion by the end of 
this year, the complex is seen by tourism 
officials as a way to spur upmarket deve- 
lopment of Taiwan's subtropical south. 
On the governmental side, Taiwan is 
currently establishing a national park 
system, which will include Kenting, 
Yushan (Jade Mountain) in the 3,000-m 
central mountain range, Taroko Gorge, 
ark, just north of 
— Carl Goldstein 


and Yangmingshan 
Taipei. 
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shortage of conference venues, the Asian region 

is now so well endowed with first-class confer- 
ence centres that some of the newer investors in such 
facilities are in danger of losing heavily. Nevertheless, 
the building boom goes on and optimism remains sky- 
high. The business of getting people together, for 
whatever purpose, is generally seen as the way out for a 
variety of hard-pressed sectors of the travel industry, 
including airlines, hotels and travel agents. 

Billions of dollars continue to be poured into Asian 
projects that have the meetings and exhibition markets 
in mind. From Japan to Jakarta, a string of plush and 
expensive convention centres have either gone up or 
are in the later stages of planning and development. 
The Putra World Trade Centre in Kuala Lumpur, a 
vast undertaking comprising exhibition halls, a con- 
vention centre and a hotel and costing US$200 million 
is a case in point. 

Whether there are currently enough conferences 
and exhibitions around to fill this huge project remains 
to be seen, but at least the backers — the United | 
Malays National Organisation (Umno), the dominant party | able of holding 2,500 people in one function, the Plaza en- | 
in Malaysia's ruling National Front coalition — are confident |. compasses both Thailand's largest exhibition hall and its biggest | 
of success, basing their optimism on projections that the in- | convention centre, the latter housing more than 5,000 m? of 
dustry is growing at a rate of 15-20% a year. And this figure is flexible meeting space, plus a six-language simultaneous-trans- — 
only for foreign business, not counting local trade such asthe | lation system, two cargo lifts and a 3-tonne external hoist. — 
Umno conference, which will provide the first test for the Shangri-La International, a relatively young Asian-based — 
Putra centre, before it hosts the prestigious Pacific Area 
Travel Association conference next year. 

More expensive still than the Putra centre is the Taipei 
World Trade Centre in Taiwan which is due to open early 
1986. In a country where the meetings and exhibitions indus- 
try is still very much in its infancy, the US$350 million re- 
quired for construction represents an awful lot of optimism. 
But according to Taiwan entrepreneurs such as Henry Y. 
Liao, of the Howard Plaza Hotel, once again, it is the poten- 
tial of this business — rather than the present demand — that 
is attracting interest on such a massive scale. 

Indeed, hotel owners are being similarly seduced by the 
promise of quick and reliable returns on their investment. 
Millions of dollars have been committed to the construction 
of specially built function rooms and to the purchase of a host 
of specialist equipment such as sophisticated sound and 
audio-visual equipment — now considered essential for in- 
ternational gatherings. 


— "d 


The Putra centre: confident of success. 


ardly a hotel is planned nowadays without a large 

slice of the investment going on meeting facilities. 

This is perfectly illustrated in Raffles City, Singapore's 
newest contribution to Asia’s meetings and exhibitions 
scene. This mammoth project is clearly more than just a hotel 
project (in fact, it is two hotels: the 73-storey Westin Stam- 
ford and the 28-storey Westin Plaza, comprising a total of 
more than 2,000 rooms). But Raffles City is also a major con- 
vention centre with no less than 6,600 m2 of space available 
for functions. Its 27 meeting rooms are served by banks of 12 
escalators and 31 lifts. Its main ballroom can accommodate 
up to 5,500 conferees, while the "junior" ballroom will seat 
1,100. The other 25 meeting rooms can serve groups ranging 
in size from 25 to 350. 
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hotel-management company, is another to recognise the vast 
potential of the meetings business. Its most recent project, 
the Shangri-La Kuala Lumpur, has no fewer than 12 meeting 
rooms, including a vast pillarless ballroom, all arranged 
around two basement-level floors. In Bangkok, Shangri-La 
International will shortly open another property that is heav- 
ily oriented towards the same market. In addition, it will be 
chasing the growing business of incentives, a market similar 
in some ways to conventions. 

And hotels which have overlooked the meetings and 
exhibitions markets in their initial planning are already re- 
gretting it. One is the Bangkok Peninsula, which opened in 
1983 (and has since been taken over by Regent International 
and re-named the Regent of Bangkok). By omitting to build 
a larger ballroom, the *Pen" lost out on a lucrative chunk of 
business. Several local and international functions have had 
to be turned away simply because they could not be accom- 
modated. 

Even governments — as well as political parties such as 
Umno — have jumped on the conventions bandwagon, 
though not just for the return on investment, but for 
the prestige a country can accrue by hosting a major in- 
ternational conference such as the World Bank—Inter- 
national Monetary Fund meetings, being held this year 
in Seoul. But the major Asian venture in this field, 
the magnificent Philippine International Conven- 
tion Center, built on reclaimed land in Manila Bay to 
host the 1976 World Bank-IMF meetings, has enjoyed 
only limited success, mainly for political reasons (page 
80). 

The bait for all this activity is that, unlike most pure 
tourist traffic, convention delegates constitute high- 
yield business. They are generally prepared to pay 
more for their rooms than tourists; they tend to 
spend more in the bar and restaurants, and their 
spouses, meanwhile, spend conference time in the 
hotel shopping arcade or by going on sightseeing 
tours. 


slowdown in "pure" tourist arrivals in many Asian 

nations. Singapore, for one, is managing to hold its 
own in arrivals only because of convention and exhi- 
bition traffic. And it often comes in the form of events 
carrying the most unlikely of names: the International 
Association of Fishmeal Manufacturers, the Asian Re- 

ional Tripartite Seminar on Occupational Safety and 

ealth Policies, and the World Boxing Convention. 
But though they sound obscure, these three events in- 
volve a total of 1,200 people, plus spouses, all ready to 
spend heavily on hotels, airlines, shopping and enter- 
tainment. 

And in Hongkong, despite the lack of a major con- 
ference centre, conference trade has grown from 15 
events in 1976 to 462 in 1984, attended by more than 
69,000 international delegates. And for the next five 
years, some 200 events have been booked for the terri- 
tory, bringing in more than 150,000 overseas partici- 
pants. 

Exhibitions, meanwhile, are rapidly carving themselves a 
place in this mini-boom. Increasingly, companies with in- 
terests in Asia are finding it far more effective to launch or 
market their products at a specialised exhibition. Singapore's 
Asian Aerospace show is a good example. This immensely 
successful exhibition now ranks only behind the 
Farnborough and Paris air shows as the world's leading show- 
case of aircraft. 

Cahners Exposition Group, organisers of Asian Aero- 
space, and other leading organisers, such as Singapore Ex- 
hibition Services (SES) are making the island republic the 
prime venue for a number of trade exhibitions such as 
Machine Asia. "People get to know where an exhibition is 
to be held, and they can plan their own schedules accord- 
ingly,” said SES’ Rupert Owen. “They also know it will be 


| in the business has been increased by the 
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well run and attract the right kind of exhibitors and del- 


egates." 

The third leg of the stool is the incentive holiday, awarded 
to business executives or salesmen as a sort of bonus for 
reaching targets or achieving goals. At the World Congress 
on Incentives in New York in July it was announced that Asia 
had become the fastest-growing market for American incen- 
tives. Whereas Europe has traditionally been the main reci- 
pient of American incentive groups, Asia now shows the best 
potential. 

The American incentive market is huge. US companies 
are finding that free travel is just about the best inducement 
to offer executives when they want to improve sales figures. 
And increasingly they are looking for new and exotic destina- 
tions to draw the best from their personnel. Thus, Asia is 
about to become the new playground of the American incen- 
tive traveller. At the same time, European, Australian and 
Japanese companies are now beginning to learn the value 
and techniques involved in incentive travel. Although still 
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small compared to the US, they offer great hope for Asia in 
the future. 

The attraction of incentives to the travel industry is two- 
fold: they normally involve large numbers of people, and 
companies do not mind spending higher-than-normal rates 
on them. Alois Fassbind, general manager of the Royal Cliff 
Beach Hotel in Pattaya, admitted that the arrival of two 
major incentive groups — incidentally, from France and Ital 
— towards the end of one financial year had made all the dif- 
ference between his hotel suffering a loss and clocking up a 
profit. 

There is little doubt that Asia has seen only the tip of the 
iceberg as far as the meetings, exhibitions and incentive in- 
dustries are concerned. In the meantime, however, available 
conference facilities are way ahead of the demand for them. 
Perhaps the question is whether the facilities can sell them- 
selves — and whether the investors can "tough it out" until 
the business arrives. ü 
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Exhibitions Meetings and Conventions Entertainment 

All kinds of exhibitions, There are two fully-carpeted meeting rooms Envision concerts, mass 
from trade to consumer which can be used in conjunction with spectaculars, basketball 
shows can be presented conventions held in the arena. They are and volleyball games, 

in the 22,000 sq.m. piazza installed with a public address system, conventions, symphonies... 
and 1,680 sq.m. arena, telephone jacks and projection equipment and all happening in the 
with a capacity for at can accommodate up to 100 people. Coliseums versatile 
least 130 (3m x 2.5m) arena. Up to 12,500 
booths. In addition there comfortable, upholstered 
are storage areas and seats will provide every 
direct drive-in entrance. spectator with an 

If it worths to be seen, excellent view. This is 
one should show it off in further supplemented by 
the Coliseum of it all. the television projection 


system which offers 
larger-than-life telecasts 
of events taking place — 
all in colour. Full lighting 
and sound facilities are 
available. Come join us in 


the Coliseum of it all 
Hong Kong Coliseum 


Cheong Wan Road, Hung Hom, Kowloon, Hong Kong. | 
Cable: STADIAMGT Telex: 60645 UC USD HX pE— 
Tel.: 3-7659250-1 ' : 
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It would beunfairto compare 
the BAe 125/800 with any other 
business jet. 

The BAe 125 is the worlds best-selling 
mid-sized business jet. 

With the refinements made to the 
latest model this fact should remain un- 
changed and unchallenged. 


It stands to reason that the world's 
most efficient business jet should fly further 
and with more passengers than any other in 
its class. 

That it should require less mainten- 
ance due to design excellence and quality 
engineering. 

It not only flies further than any of its 
competitors, it does so with the largest 
cabin interior and baggage compartments. 


Then again, what would you expect 
from British Aerospace, the creators of 
Concorde. 

Simply this, the BAe 125/800, the most 
efficient business jet in the world. Nor. 






BAe 125/800. British Aerospace æ 


100 Pall Mall, London SW I, England 
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Quiet, understated luxury. 

Yes, the style and service for 
which Westin is renowned 
returns to Singapore — in 
exciting Raffles City, the 
crossroads of the business and 
shopping districts. 

The Westin Plaza will house 
the most tastefully decorated 
rooms in Singapore. Space and 
amenities will surprise even the 
most discriminating traveller. 
They include a fully equipped 
24 hour business centre, a multi- 
tiered shopping promenade, and 
a health and sports club with six 
tennis courts, four squash courts 
and two swimming pools. 

Each of the eight restaurants 
and lounges will provide the 
finest dining and entertainment 
in Singapore. From Chinese and 
Japanese, to Italian and French 
cuisine. As you'd expect from >< 
Westin — and The Hotel in RN Re we 7 
Singapore. To: Publications Division —— 
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and for airmail delivery add US$3.00 
R0912BFR 

Send to 

THE WESTIN PLAZA Name: 
RNTLES CITY Address — — - 
ngapore c 
2 STAMFORD ROAD (OPP. THE GRAND OLD RAFFLES HOTEL) SINGAPORE 0617. TEL: 338 8585 TELEX: RS 22206 RCHTLS 
FOR MORE INFORMATION, SEE YOUR TRAVEL AGENT OR CONTACT YOUR LOCAL WESTIN HOTELS SALES OFFICE 
OTHER WESTIN HOTELS IN ASIA: CHOSUN, SEOUL. TOKYO PRINCE HOTEL, AKASAKA PRINCE HOTEL. TOKYO 
PHILIPPINE PLAZA, MANILA. THE SHANGRI-LA, HONG KONG * a | 
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for Asia's 
‘soft’ cities 





By Clare Bentley 


ooking recently at prospects for a new or existing luxury 
[icc in Asia, the Canadian-based DA tag Four 

Seasons International (of the Ritz-Carlton in Chicago 
and Inn on the Park in London) divided the region’s cities 
into soft or hard. The “soft” include Bangkok, Colombo, 
Manila and Kuala Lumpur where, for a variety of reasons, 
the market is seen as poor. Tokyo and Hongkong, on the 
other hand, are hard — regarded as favourable from both an 
operational and investment viewpoint. 

In an ideal hard market, city-based hoteliers aim to op- 
timise the split among the lucrative independent business 
traveller (the so-called FIT), corporate accounts and guaran- 
teed block-booked groups (particularly for weekends) to en- 
sure both a good yearly average room rate and high occu- 
pancy levels, 

Most international hotels are run by a management com- 
pany, which may or may not take equity participation in the 
property. Success stories are measured by looking at the 
gross operating profit as a percentage of sales: in Europe an 
average GOP of 35% would be considered excellent while 
hotels in Asia can be more profitable. Hongkong probably 
comes top, with a GOP of around 45% of sales. The contract 
between owner and management company is usually based 
on a percentage rate: with, for example, the management 
company earning 5% of GOP if that is less than 35%, rising 
to 7% if the GOP is above. 

The current malaise afflicting many Asian capitals is over- 
capacity — there are just too many rooms and not enough 
people to fill them. For differing reasons, the late 1970s saw 
most cities building properties at an unprecedented rate 
and in this decade the construction has continued and esca- 
lated, 

Bombay, New Delhi, Hongkong and Japan at present are 
destinations where more hotels could be absorbed readily 
into the market. Although in principle this is good for the 
hoteliers, who can raise rates and still guarantee occupancy, 
it can have a negative effect on the market in the long run. 
Some tour operators are avoiding bringing groups to Hong- 
kong, for example, because they cannot get block bookings 
— naturally the hotels prefer 
to keep the space available 
knowing that they can fill it 
with independent travellers 
who pay more for their 
rooms. 

But Hongkong hoteliers 
still have every reason to 
smile at occupancy levels 
which can only be described 
as optimum. The last wave of 
new properties in Hongkong 
arrived in 1980-82 and in- 
creased overall capacity 16% 
to 17,415 rooms. These were 
absorbed within one year and 
while visitor arrivals in- 





Clare Bentley is deputy editor of the 
Hongkong-based monthly magazine 
Asia Travel Trade. 
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COMPARATIVE HOTEL AND 
MEAL COSTS IN MAJOR CITIES. 
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crease, there have been few new rooms on the market. The 
industry boom has allowed room rates to rise, though 
hoteliers are quick to point to the fact that Hongkong does 
not have the highest room rate in Asia — it comes third. — 
Japan is also booming again, after a spell of overcapacity 

in the early 1980s. There are 23 new hotels currently under 
construction, with both Osaka and Tokyo growing both as 
business and tourist cities. Arrivals to Japan were up 7.2% ir 
1984 and, with the Tsukuba science fair under way this year, 
are already up 10.8% for the first six months. The new Hilton 
which opened in Tokyo's Shinjuku section in October 1984, 
predicts an occupancy level of 86% at an average room rz 
of US$82 for this year. ^ 
i i} ` 

! n Bombay, the case is entirely different. Despite a drop in 
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international visitor arrivals (down 4% in 1984 and down 
13.9% for the first five months of 1985), hotels continue to 
turn business away. Occupancies at the two Taj properties 
and the Oberoi are said to reach close to 100% midweek. 
with rooms seldom available without reservations. During 
conferences, city hotels — including those at the airport and 
at nearby Juhu beach — are at capacity. 4 
Tour business is therefore low and the average room rate 
high at around US$100, while food-and-beverage charges are 
almost double the New Delhi rate. Clearly the city needs 
more hotels but there is a shortage of land and the govern- 
ment has decided that the height of any building must be de- 
termined by its ground-floor 
area. The Taj group has been 
trying for several years to 
build a 400-room hotel, but is. 
only allowed to develop a 
200-room property which 
makes the building cost per 
room too high. 3 
The situation in New 
Delhi is one of recovery from 
the situation since the Asian. 
Games in 1982, when it has 
had far too many hotels. The — 
government sold prime sites 
and offered tax incentives to — 
those who built and opened - 
properties in time for the | 
games. (In fact, many were | 
not open in time and some - 
that did have suffered from | 
subsequent structural prob- | 
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lems as a result of hasty construction.) Three thousand rooms 
were added — but the impact of the games on visitor arrivals 
was a disappointment. However, a recent survey of four 
hotels put average occupancy af 90% at an average room rate 
of US$51. The hoteliers attribute this to domestic traffic and 
good conference business. 

Unlike New Delhi for the Asian Games, or Manila for the 
World Bank-IMF meetings in 1983 (both of which rushed 
rather too fast into construction), South Korea is adding ca- 
pacity gradually as the Asian Games (in 1986) and the sum- 
mer Olympics (in 1988) approach. With the World Bank- 
IMF meetings being held there this year and the government 
aiming to develop the inbound industry, hoteliers in Seoul 
are naturally optimistic. 

There are 50 or so hotels in Seoul, with seven of those of 
international standard. Over the past couple of years, these 
properties have performed well enough to attract the interest 
of several large hotel groups, but so far the market remains 
uncrowded. The most recent property to open was the Hilton 
in June 1984 and it averaged an occupancy of 77% in 1984 
with projections for this year standing at 80% at an average 
room rate of US$50. 

There are some 12 government-approved properties plan- 
ned for Seoul, adding 3,000 rooms. But these are described 
as tourist hotels and are not likely to be international stand- 
ard. Much government interest is geared towards increasing 
domestic tourism. 

The only definite new international property is a 450- 
room hotel to be managed by the French company Sofitel. It 





Taj: close to 100% occupancy. —— 


is expected to open in time for the Asian Games in 1986. As 
other projects look unlikely, prospects for existing hotels are 
good, with the likelihood of operating at optimum occupancy 
levels, particularly at peak times. In an unusual move to 
guarantee a roof over the heads of the 7,000 IMF delegates, 
hotels have had to relinquish reservation control of 85% of 
their rooms for the duration of the conference. 

The most significant construction boom in Asia — and 
possibly the world — is taking place in China. With only 318 
hotels at present described by the authorities as suitable for 
foreigners — and even that is a moot point — a new hotel in- 
dustry is about to be born. To date, most hotels are control- 
led by the authorities and few are run as professional busi- 
nesses or come near Western standards. But there are 10 
hotels which were joint ventures between the Chinese au- 
thorities and a foreign partner — mainly from Hongkong. 

These joint-venture hotels, opening from 1982 onwards, 
were entering a completely unknown field, fraught with 
overwhelming difficulties on both the operational and legal 
sides, but they proved that international properties were not 
only possible in China but also highly profitable. The Jianguo 
in Peking, for example, run by Hongkong's Peninsula group, 
recorded an occupancy of 95% and an average room rate of 
US$80 for 1984. This achievement meant that the property 
probably registered a GOP of 43%. 

There are as many as 200 hotels planned, with 100 due to 
open before 1987. The vast majority of these are joint ven- 
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tures incorporating foreign financing from Hongkong, Singa- 
pore, Japan, the United States and the Middle East. It is 
about 50% cheaper to build hotels in China than elsewhere. 
The worldwide average price of a room, excluding land, to 
Hilton or Sheraton standards would be US$150-200,000. A 
Hilton is under construction in Shanghai for US$100,000 a 
room, while earlier hotels, such as the Great Wall Sheraton 
in Peking, cost only US$75,000 per room. 

However, many of the projects will never get beyond the 
drawing board. A company looking at investment in China 
cannot make accurate feasibility studies because of the acute 
lack of information. At present the Bank of China backs 
loans to hotels should their operation fail, but the bank is said 
to be tightening its belt and many investors might think again 
without the guarantee. Also, many foreign investors 
are nervous at the lack of legal framework, particularly 
in relation to hiring-and-firing and mortgage laws. The 
introduction of performance-related bonuses and general 
salary increases in China will eat away at that crucial GOP, 
while import duties — of up to 200% for certain foods — 
remain erratic. 


from the point of view of the numbers of properties 
being constructed, but also because of the lack of infra- 
structure. Canton's hotels have been threatened with elec- 
tricity blackouts one day a week unless they reduce consump- 
tion, while management of the Golden Flower Hotel in Xian, 
Shaanxi province, is concerned at the number of new rooms 
(a six-fold increase before 1988) planned for the city, which is 

a favourite tourist destination (and bottleneck). 
In the main, the growth is concentrated on the city desti- 


T» are also fears of market saturation, not merely 


China Hotel bar: looking for incentive groups. 
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nations of Canton, with three projects; Peking. P 


Shanghai, with an amazing 17,000 rooms in 20 projects. 
There are 65 joint-venture projects of 16,000 rooms planned 





for the rest of the country, concentrated on major tourist de- g ) OUT 
other cities in Asia — except that it happened much faster. In 
just the past two years, 5,000 international-standard rooms 9 
. o to Asia? 
1.6 days, whether for business or pleasure visitors. Both the — 
China Hotel (managed by Hongkong’s New World group) s 
there are some doubts as to Canton's attractions as a destina- 
tion for those market sectors. 


stinations and the industrial zones. d - health better footing 
have been opened in the city and at present it looks unlikely 
and the Garden (Peninsula) are looking to attract incentive/ 

Taiwan has been affected by the increasing interest in 


In some ways the progress of Canton is comparable to ú 
on your next trip 
that arrivals will sustain the increase. The average stay is only : 
convention traffic in order to fill their large properties. But 
China, and its construction drive which doubled rooms in 
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Taipei from 1978-81 has continued. There are 5,000 more 
rooms due before 1987. Originally the growth was spurred by 
healthy occupancy levels and government incentives which 
included five-year grace periods before having to pay income 
tax. Taiper's hotels recorded an average occupancy level of 
68% in 1983, but following the opening of the Howard Plaza, 
WU ois, 
liai Nd Hu 4 
m up 
» , MAP 
É E. - 
p : 
; v MW 
t 1 
: v st 
E Wer gr 





Fitness programmes. How often have you 
wished one was as easy to pack as a suit or tie, 
At Holiday Inn we allow you to leave your 
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packing worries behind and provide you with 
a complete set of facilities. so your health 
regimen need never suffer. 

From jogging shoes and running maps to 
mini-trampolines, skipping ropes, stationary 
bicycles and exercise guides we can keep you on 
the right track, At no charge. Our gourmet health 
menus, too. have been specially thought out to 
keep your calorie intake low and your energy level 
high. 

Like you, we know there's nothing worse 


than little things going wrong physically. 

Which is why at Holiday Inn we take care of 
the litte things and let you get on with the big 
ONUS 





year, levels must have fallen considerably. 

Despite all the new competition, the existing properties 
may not be much worse off than at the beginning of 1984. The 
hotels refused to pay the government's annual licence fee, or 
nightclub tax, as it is known, and as a result the government 
agreed to reduce it from US$140,000 to US$98,000. Other 
excessive penalties included a punitive tax on electricity and 


|. V * Boliday Inn... 
We care about the small things in life. 


this has also been decreased — the Ambassador, for exam- 
ple. reported an electricity bill reduction of US$10,000 a 
month. However, on the whole the market looks likely to re- 
main down as the Chinese potential increasingly preoccupies 
both business travellers and tourists. 

To the south, the Asean countries all face problems. 
Struggling to maintain 60-70% occupancy levels, Jakarta's clo Holiday. Inn Harbour View Hong Kon. 
hotels have entered the discount game in order to attract the [ST PO Box 98468, 70 Mody Road. Kowloon, Hong Kong. 
group traveller, particularly at weekends, en route for Bali. Tel: 377205060, Telex: HX 38670, Cable: INNVIEW 
This will eventually reduce the average room rate, which to 
date has stood at about US$57. Most properties are spending 
heavily on renovations in order retain their slice of pie and at- 
tract any extra there may be. 

Hilton added 214 rooms in 1985 but though the govern- 


International - Asia /Pacific 
For further information and reservations, Contact your travel agent, 
any Holiday Inn or our Regional Director of Sales. 


Holiday Inn Hotels m Asia 
Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong 
Islamabad * Johor Bahru * Kanazawa * Inn On The Park Kuala Lumpur 
Karachi è Kuching * Kyoto * Manila * Nagasaki è Nankal-Osaka 
Narita * Penang * Park View Singapore * Royal Singapore * Tokyo 
Tovohashi * Yokohama 
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ment has approved the building of 5,000 rooms in the city 
none is likely to open before 1987. So until then, hoteliers 
are waiting optimistically for the expected reversal in visitor 
arrivals which should follow the government's easing 
of inbound restrictions and general plans for the travel 
industry. 


from overcapacity. All three experienced a serious 

hiccup in arrivals figures in 1983. The decreases of 
3.5% (Singapore), 1.4% (Thailand) and 4.7% (Peninsular 
Malaysia) — attributable in part to the exit taxes imposed by 
various governments in Asia — were enough to jolt the re- 
spective tourist authorities into action in order to attempt to 
reverse the trend. Overall arrival figures for Singapore and 
Thailand are looking better in 1984, up 5% and 7.1% respec- 
tively, while Malaysia projects a 4.7% increase. The latter 
sounds optimistic as first six months arrivals are down 4.376. 

However, in all three cities arrivals in no way match the 
increase in roomcount. In 1983, there were 15,000 hotel 
rooms in Singaore. This rose 12.7% in 1984 and a further 
3,300 are due this year, with 3,000 following in 1986. Occu- 
pancy so far this year is probably down nearly 10% and with 
discounting rife, average room rate must be slipping. Com- 
paratively the average rate still does not look bad — perhaps 
because it rose 114% between 1978 and 1982. 

The other problem Singapore faces which will eventually 
decrease GOP is an acute staff shortage. As the new proper- 
ties come on-line over the next five years, the Singapore 
Hotels Association estimates a need for 20,000 additional 
hotel staff. Indeed, poaching has begun already and wages 
are beginning to rise as a result. Hoteliers are pushing for an 
easing of restrictions on foreign workers but so far the gov- 
ernment is intransigent. 

In Kuala Lumpur, there are currently 2,740 international- 
standard rooms, with an additional 3,655 planned, 75% of 
them due before 1987. The government's Investments Incen- 


Qo Bangkok and Kuala Lumpur are suffering 





int's royal progress 


.— By Janine Wookey in Hongkong 


tive Act offers attractive tax concessions of up to eight years’ 
exemption from income tax and development tax to hotel de- 
velopers. But the best incentive has been the lack of rooms 
and the amount of high-yield business traffic. Occupancy and 
average room rates at the seven leading hotels began to 
falter in 1983 and most failed to achieve projected targets. 
The average room rate slipped again in 1984, with an occu- 
pancy level around 65% and most hoteliers predict 50% by 
1986. 

Occupancy in Bangkok has declined since 1981 when it 
reached 75% (for 13,824 rooms). In 1982 it dropped to 73% 
for 14,878 rooms and by 1983, 61% for 16,006 rooms. In 1984 
the roomcount rose 15% to 18,906 while occupancy is esti- 
mated to have fallen to 55%. When the Royal Orchid was 
taken over by Sheraton, it was said to have suffered an aver- 
age occupancy of 38.5% in 1984 and this year has been de- 
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Over the years the formula has paid 
off. Last vear the company achieved 
ss sales of US$165 million and, as 
urns said with a trace of pride: “We 
have the h average room rates 


to awe about the Hongkong- 
Regent International 


|» hotel e speak with someth 
E H Seo propi speak ing 
TE aide, 


= which is surely one of the invi * 


try's great success stories of recent 
times. 


Regent International Hotels (RIH) 
now has nine hotels in Asia, Australia 


and the Pacific basin and two in Europe. 


Its flagship, the 602-room Regent of 
ed only in 1980 but 


.. ferritory's two e top-class hotels, 


L^ tional did not exist. In 





— and the —— 
. Yet years ago t Interna- 
| "1970, its sup- 
remo, New Yorker Robert Burns was 
| of the Kahala Hilton in 
— — 
or the -West 
Centre. jura his stay there, he 
travelled to various parts of Asia for the 
centre and decided that the Pacific 
basin was the perfect growth area for a 


hotel group. 





Janine Wookey is a freelance journalist who has 
written widely on travel and tourism. 


76 


joining 


He started Regent as a management 
com — first with the Ja e firm 
Tokyu in the Regent of Hawaii. The 
Hawaii hotel eventally went back to 
I and in 1974 Burns moved his 

rters to Hongkong, with Ame- 
German Georg Rafael 
the board as executive vice-pre- 
sident followed by Hongkong entre- 
preneur Adrian Zecha. 
ent of Kuala Lumpur 
opened in 1974, then one in Fiji in 1975 
and Manila in 1976. But basically Re- 
gent International still ran as a manage- 
ment company. 

“I was not in the business of buying 
pro so I was not having to put up 

.," Burns told the REVIEW. 
olie of with —* —— — 2a 
po cate or the very top e 
of the market, that is the secret 


rican- 


perty 
and economies rise and fall, even 
times of deep recession there is al- 
ways a need for a f-the-line hotel 
—— the Regent's policy is firmly 


around the world and the highest occu- 
pancy rates." i 

He added: “I like to see us in the top 
four hotels in any city and to keep us 
there I have done some serious weed- 
ing and gardening.” 

As an example, some 10 hotels have 
lost the Regent name over the years for 
a variety of reasons, usually like the 
Galle Face in Colombo (taken in 1976 
and dropped in 1984) because the own- 
ers did not see eye-to-eye with the man- 
agement on matters of quality. 

Burns is a perfectionist — as his 
staff will confirm — despite his calm, 
suave appearance, and he keeps a very 
tiem rein on the quality control of 
all his hotels with manuals compiled 
for every facet of operation from ser- 
og e hotel cars to training the 
st 


The Regent of Hongkong was the 
first hotel that RIH acquired equity in 
— it has 25% and New World Develop- 
ment the other 75%. It was an invest- 
ment that certainly paid off. The 
HK$350 million hotel cleared its debt 
in three-and-a-half years instead of the 
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The Manila Hotel: only a few make a profit. 


scribed as recording the worse occupancy in the Sheraton 
network. 

But on the whole, Bangkok hoteliers are optimistic as, un- 
like Singapore, the city has only one more project due, a 700- 
room Shangri-la in 1986. The Thailand Board of Incentives 
has dropped tax advantages to discourage any further con- 
struction and prospective developers would think again look- 
ing at an average room rate which is the third lowest in the re- 
gion after Manila and Colombo. 


averaged an occupancy of 56% with a low average room 
rate of about US$38. The situation is exacerbated by the 
huge loans that most hotels have to pay back and the debt- 
servicing resulted in very few (probably the Intercontinental 
and the Manila) ending 1984 with an operating profit. Much- 


|: the Philippines, international-standard hotels in 1984 


projected six — a remarkable return, 
but as Burns said: “There is nowhere 
quite like Hongkong.” 

This was followed by Sydney, Mel- 
bourne and a property in Honolulu. 
Then, last year the group purchased the 
prestigious Dorchester Hotel in Lon- 
don for £45 million (US$32 million) — 
and sold it six months later for £88 mil- 
lion, a return on investment that left 
many gasping. This year has seen the 
opening of the Regent in Auckland and 
the purchase of the 420-room Penin- 
sula in Bangkok — now renamed the 
Regent. 

e Regent group's publicity has 
not all been x wei ar: The Dor- 
chester resale, for instance, went 
through with the Regent keeping the 
management contract but this is now 
under dispute, with the Regent contest- 
ing the notice of termination served on 
them by the new owner, the Sultan of 
Brunei. 

Then there came the disastrous fire 
at the Regent of Manila which burned 
for four — * and left the hotel a burnt- 


the Philippines. 
But the R 


ture expansion. At 
perties are 


out shell. The US$35 million hotel was 

owned by the Philippine National — and in T 

Bank. Regent had no equity share, nanced, 
equity. 


only the management contact for 
which, added Sita. thew Radni ccn 


since 1981. So the company is pore has been I 
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Burns: secret ambition. 





perhaps not all that sorry to be out of 


to open in time for the Olympics in 1988 


. both separately fi- 
the company has some 


Jakarta is being considered. Singa- 
ed at a number of 


" 


problems. And while the political situation is quieter, the 
havoc wreaked by 1984's typhoons were a constant reminder 
of disaster. 

The devaluation of the peso and resulting inflation has 
caused endless problems with operating costs and with food- 
and-beverage sales. The buying price is high and with low oc- 
cupancies the hotels rely on local consumers — a market 
which cannot sustain huge price increases. Salaries have also 
become a problem: there have been nine or so official pay 
rises since 1983 and the hotels feel they should be exempt 
from these. With bills settled mainly in US dollars, tipping is 
high in peso terms and managements argue that the staff are 
therefore sheltered from the worst of the inflation. 

There are small signs of recovery: the first quarter this 
year was up 4% on the same quarter in 1984, and the second 
quarter this year was up on the first. The Ministry of Tourism 
is battling hard to combat the problems. 

In Colombo, a Ramada is due to open shortly and the 
much-delayed Hilton in 1987, but it is not likely that either 
chain is losing much sleep — or revenue — over the delays. 
To alleviate the serious problems existing properties are hav- 
ing, the government has reduced business turnover tax by 
some 5% this year and also the supertax on electricity con- 
sumption, while banks have rescheduled loans for the re- 
cently built hotels. 

The Taj has closed off some rooms and most properties 
have reduced air-conditioning levels, resulting in cutting bills 
some 45%. The Galadari Meridien, which opened last year, 
projects an occupancy of 30% at an average room rate of 
US$45 — though this sounds optimistic: in such a buyer's 
market, huge discounts are inevitable. 

However, in Colombo as well as Manila, the consensus is 
to shrug shoulders and wait for better times. Given a time of 
peace, memories are short and the tourist, lured by the cheap 
peso or rupee and discounted hotel rates, will eventually re- 


turn. n 


times, but now, said Burns, if the group 
hotel. And, of 


there is the 





cep for a refurbishment 

ore it back to its original ot 
deco style, said Burns. The company is 
now waiting to see if it is accepted. 
Negotiations are also going ahead to 
build a luxury hotel in the grounds of 
oe of the government guest houses in 


“I see this as the era of Asia,” said 
Burns. “We are a Pacific basin com- 
any and that's where our future lies.” 
t Burns does have one secret ambi- 
tion — to build a hotel to rival the Taj 
International in Bombay. “It’s a * 


that swings," he said, “and I wouldl 
egent will continue to to be in it." Mut 
look towards the Pacific rim for its fu- Since the Taj itself has been trying 
^ —— to expand without success — because 


government height restrictions prevent 
economical sizes — it may be a lon 
wait before Burns' ambition is fulfilled. 
But if there is to be a rival to the hotel - 
that is one of the world's most famous 
then it will almost certainly have the 
Regent name on it. 





publicised hotel fires have not helped to alleviate occupancy. 


does move in it will be with a smaller — 
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AVIATION : 


A touch of class keeps airlines aloft 


By Michael Westlake in'Hongkong 
irlines' advertising is now heavily 
geared to wooing the business 
traveller up to the front end of 
aircraft, with the promised benefits of 
choice of meals, often bigger seats and 
greater seat pitch and certainly a larger 
ratio of cabin crew per passenger than in 
the back of the bus. But it is not that 
economy-class passengers have become 
unimportant to the world's airlines. As 
is usual in the sometimes-arcane world 
of airline marketing, in this case the sim- 
ple view is incorrect and the truth is that 
there is what one Cathay Pacific execu- 
tive describes as a symbiosis between 
the different classes of aircraft seats. 

To see how this has developed, it is 
necessary to look back to the years be- 
fore the advent of wide-bodied trans- 
ports. Before 1970 the vast majority of 
scheduled air travel was done by people 
on business, wealthy people on holiday 
and others on occasional trips to visit friends and relatives in 
distant parts of the world. The inclusive-tour holiday market 
was mostly transported by non-scheduled charter flights 
whose seats were pre-sold to travel agencies for a whole 
season. 

Other charter flights operated under severely restrictive 
affinity-group rules, leading to a situation in which the rules 
were bent to an amazing degree by the formation of various 
societies whose sole purpose was to enable a cheaper form of 
travel than was otherwise available. Backdated membership 
cards, often issued automatically with the passenger's air tic- 
ket, were the norm. 

This situation was made possible by the high degree of 
' control over fares exerted by the International Air Transport 
Association (lata), whose members comprised the vast 
majority of the world's major airlines. Apart from its vital 
functions asta trade association, such as relaying and coor- 
dinating information relating to safety, and its ticket clearing 
house — which enables airlines to keep track of who owes 
whom how much after journeys igvolving several airlines on 
one ticket lata's traffic „conferences formed, the 
mechanism for establishing fare structures all over the world 
and-for ratifying fares with governments. 

Further, these fares were established in effect by relating 
them to the costs of the least-efficient lata member (in that 
approval of fares within the conferences had to be unanim- 
ous), so fhat if members were able to keep their costs below 
this level, financial success was virtually assured. 

The rot set in, as far as lata was concerned, in the 1950s on 
the North Atlantic routes — the bellwether for most changes 
in air fares. Various lata members forced their way into the 
charter business because they were losing business to small- 
er, non-scheduled airlines. As advance-purchase tickets be- 
came available on scheduled airlines, a chunk of the charter 
market was happy to switch to éstablished carriers and away 
from charter operators, most of which had older, slower air- 
craft and sometimes indifferent safety records. 

But with the growth of the leisure market linked to rising 
disposable incomes, there was plenty of business for 
everyone. By the late 1960s, charter traffic on the North At- 
lantic had risen to about 26%, and in 1971 it peaked at close 
to 30%. So many lata members were breaking the cartel's 
charter rules — and being caught and fined for doing so — to 
keep their seats filled that the situation had become nonsen- 
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707 and 747; check-in at Bangkok: wide bodies brought a change. 


sical. Published fares bore no relation to what the intelligent 
traveller needed to pay. But commercial common sense was 
negated by political protectionism. 


dumping of vast numbers of seats on the market, 

quickly followed by the oil-price-induced recession. 
Airlines were forced to market large numbers of economy 
class seats any way they could, and there was a rapid growth 
in the types of discounted fares available. There was also a 
sharp reduction in the power of lata's traffic conferences as 
various members fought for their very survival. 

By the late 1970s most airlines had at least made up the 
volume of passengers to achieve reasonable load factors, car- 
rying people who previously would have been unable to af- 
ford to fly on scheduled services. This new section of the mar- 
ket was created partly by the creation of cheaper types of fare 
and partly by increases in disposable income. 

This last point is illustrated by statistics issued by the In- 
ternational Civil Aviation Organisation in 1983, showing that 
between 1969 and 1979 the world's real economic growth was 
50% and that the growth of passenger traffic (in revenue pas- 


Te early 1970s brought wide-bodied airliners and the 
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senger Kilometres) was 150. In the Asia/Pacific 

f u ON t ‘was eved more sti tli ig, with figu ‘es fort 1e € 
of 80% and for passenger traffic of 690%. MATS 

But with this growth at the economy-class end of the mar- 
ket, the yield per passenger had fallen to uneconomic pro- 
portions, forcing a closer look at overall marketing 
strategies. Business travellers who had paid the full economy 
fare — thus giving them the flexibility to change itinerary at 
will — were disconcerted to find themselves sitting next to 
people on holiday packages or with other forms of deep dis- 
count fares. 

The early 1980s saw marketing men taking a close look at 
the business market in its own right. This market comprises 
people who are not paying for their tickets out of their own 
pockets and who are travelling in connection with their em- 
ployment — sometimes adding personal travel on the back of 
a company-paid ticket. The traditional view has been that 
such people may be prepared to pay more for a ticket than if 
they were using their own money, on the basis that their 
travel expenses are tax-deductible and so their true cost of 
travel is less than the ticket price. | 

Also, individual status in a company may provide pres- 
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as too much — but will still be prepared to pay a surchz 
over the full econom 
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and receive near-first class service. 4 
Others, particularly in the aftermath of the most gecent 


y fare to sit in a separate business class - 
s HE 


recession, will want to stretch their travel budgets by remain- | 


ing in economy class. However, some of these will be pre- 
pared to pay the full economy fare to avoid the scheduling re- 


| 
i 


strictions involved with an advance purchase ticket. This split - 


in the market has produced markedly different reactions. 
among airlines, the most obvious difference in approach | 
being the presence of two classes of seating®on some 
and three classes on others. 


9 


* * * * T 
class passengers into Asia to make a first-class section 


ome airlines, such as Cathay Pacific, find that their - 
long-range services provide a sufficient feed of first- - 


* a good economic unit on regional services. Given its two- 
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IRPRISING BUSINESS 


type fleet and mixture of long-haul and regional services, 
this brings the obvious benefit of management flexibility 





aircraft i? 


in that it does not have to dedicate specific aircraft to | 
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At the New World Hotel in Hong Kong, you'll be surprised 


at just what a feeling we have for business. 


The sense of value you'll find in our rooms and many fine 


restaurants will sit beautifully on your bottom line. 
You ll also find that our location is in the absolute middle 
of things, a comfortable ten minutes from anywhere. 


And we keep everything else you'll need close at hand too, 
from a gym, outdoor pool and sauna to one of Hong Kong's ^ 


largest shopping centres, right next door. 
At the New World Hotel, we make sure you'll come for 


business, but we know it will be 


pure pleasure. 








THE GATHERING POINT. 


22 Solisbury Road, Kowloon, Hong Kong. Tel: 3-694/I! Telex: 35860 NWHTL HX 
Reservations : Utell Intemational World-Wide 
Thailand: Roong Sarp Travel Service Co. Ltd. Tel: 221-3269 Telex: 81001 RONGSAP TH Moloysio: Reliance Shipping & Travel Agencies Sdn. Bhd., Tel: 480055 Telex: RSTA MA 31264  * 
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specific routes. But the importance of the business market 
iş underlined by the fact that Cathay is reducing its first- 
class seating in its TriStars from 20 to 14, and is increasing its 
_ business-class seating from 28 to 60. Cathay, however, main- 
tains a surcharge for business class over the standard econ- 
omy fare. 
Others, such as Philippine Airlines (PAL), Thai Interna- 
tional and Malaysian Airline System, because of the nature 
- of their routes and markets, find first class unnecessary and 
“uneconomic on regional routes. PAL, for instance, has 
- switched from first class to business class in the front of its 
- Airbus A300s and DC10s, and has actually reduced its first 
- and business classes’ seating on its long-haul routes — though 


POLITICAL PROBLEMS 
Wounded by 


the images 
of death 





giving greater space in business class by increasing the seat 
pitch. But these airlines have also taken a different approach 
‘to pricing: on regional routes a full-fare economy ticket buys 
- a business-class seat. 

According to the monthly Lloyd's Aviation Economist: 
"The importance to the airline industry of the business-class 
traveller is far higher than [such travellers’] share of passen- 
ger uplift might suggest . . . it is not unusual for business-class 
passengers to account for 20-25% of the uplift but to account 
for 40-50% of revenue." 

However, there are two important catches: first, it is 
necessary to maintain sufficient stock of seats to accommo- 
date the last-minute business traveller, because the marginal 


Thai aircraft: first class is unnecessary. 


expense of the empty seat is worth the risk when balanced 
against its potential revenue. Secondly, and this militates 
against running an all-business class aircraft, it is necessary to 
have sufficient frequencies on any route to make — 
convenient for potential business-class travellers. 

In today's world of wide-bodied aircraft, the only way to 
maintain reasonable frequency of service is to have a large 
enough number of economy-class passengers to make ser- 
vices a reasonable economic risk — the mix of first, business 
and economy class seating will obviously depend on an indi- 
vidual airline's market profile. Hence the symbiosis between 
business and economy classes — the business class’ higher 
fare in effect subsidising low-cost economy travel, and econ- 
omy class's volume in effect subsidising higher frequencies 

for business travellers. 

Thus while airlines chase the business traveller, the econ- 
omy class has a vital place in their marketing plans. And 
while the relative cheapness of discounted fares will inevita- 
bly vary according to general economic conditions — fewer 
bargains when growing economies produce more business 
travel and vice versa — the standard of service in economy 
class is likely to rise in terms of meal quality and inflight en- 
tertainment. 

A major impetus for this comes, interestingly, from busi- 
ness travellers: for instance, Cathay’s figures show that from 
May 1984 to April 1985 some 81% of its business travellers flew 
economy class, occupying 38% of that section’s seats. oO 





By Rodney Tasker 


hen images of demonstrators battling with police or 
government troops shooting it out with guerillas 


appear on TV screens it can do more to alter a family 
holiday plan than any financial considerations. A report in 
the newspaper of political unrest in a holiday destination can 
make some would-be tourists think twice. 

And this has been the recent experience of several Asian 
nations, including two of the region’s most attractive destina- 
tions, the Philippines and Sri Lanka. In the Philippines’ case, 
tourism has taken a turn for the worse since the assassination 
at Manila International Airport, in broad daylight, of opposi- 
tion leader Benigno Aquino in August 1983. Sri Lanka has 
been suffering from emptying hotels since an upsurge in 
ethnic violence — between the Sinhalese majority and the 
Tamils — also in mid-1983. 

During the 1970s, tourism in the Philippines increased an- 
nually at an average rate of 25%. Mainly Japanese and Ame- 
ricans, as well as a growing number of visitors from the region 
— particularly nearby Hongkong — were attracted to the ar- 
chipelago's uncrowded tropical beaches, matched by the col- 
ourful hospitality of the largely English-speaking Filipinos 
and low. cost of living. While martial-law, in force from late 
1972 to 1981, may have inhibited political freedoms, its effects 
were not visible enough to deter the foreign visitor. In fact, 
tourists welcomed the increased sense of security it brought 
to the islands. 

But the cold-blooded murder of popular opposition 
leader Aquino on the tarmac of the airport where the tourists 
used to arrive in droves sent shudders down foreign spines. 
Tourism in the country had already been levelling off since 
1981, largely because of the world recession, but it nose- 
dived after the Aquino murder leading to an overall fall-off 
of 4% for the year. 

Mass anti-government protests in the streets that fol- 
lowed, and the continuing world media focus on a country in 
political turmoil, persuaded many tourists to choose safer ha- 
vens in Southeast Asia for their holidays. Tourism officials in 
Manila reported a slow recovery in 1984, but a spectacular 
spate of hotel fires, in which more than 50 people were killed 
in Manila and the northern mountain resort town of Baguio, 
introduced another element of insecurity for those visitors 
who were willing to brave the imagined dangers of political 
upheaval. 

Although it is not known whether the hotel fires were 
politically motivated, seen from overseas they were perceived 
as part and parcel of the general deterioriation of law and 
order in the country. After the fires, visitors were often wel- 
comed at their Manila hotels by large signs in their rooms tell- 
ing them how to conduct themselves if fire broke out, and 
even including a powerful torch as part of their room 
facilities. 

For regular visitors to Manila, reports of doom and de- 
spondency in the Philippines have not acted as a deterrent. 
They know that their lives are not going to be endangered by 
anti-government demonstrations, because it is not in the 
average Filipino's character to threaten, let alone harm, a 
foreigner. And regular visitors normally have friends in the 
country who will assure them even if they nurture doubts. 
Many such visitors are known to be glad, in a perverse way, 
that the Philippines’ political woes are keeping away the 
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usual  hordes of 
tourists from their 
favourite spot. 

Yet even for 
tourists who are 
knowledgeable 
about Philippine af- 
fairs, the growing 
communist insur- 
gency in the country 
is a factor which 
limits their horizons. 
While the beautiful 
"city of flowers" — 
Zamboanga — on 
the northwestern 
coast of the southern 
island of Mindanao 
has long been off- 
limits for holiday- 
makers because of 
the enduring Mus- 
lim secessionist re- 
bellion against the 
government, wider 
areas of the same is- 
land are becoming 
unsafe because of 
the communist New People’s Army 
(NPA) campaign. 

One city which has suffered a great 
deal because of the NPA's violent cam- 
paign is the country’s third-largest city, 
Davao, on Mindanao’s eastern coast. 
Until the late 1970s, Davao was a popu- 
lar destination for tourists, with good 
hotels, fine beaches near to hand, and 
clear waters. Now it is one of the most 
tense areas in the country, with almost 
daily violent incidents involving govern- 
ment security forces and NPA liquida- 
tion squads. 

Other parts of the Philippines, nota- 
bly the central Philippines islands of 
Negros and Samar and areas in northern 
Luzon, have been similarly quarantined 
against tourism. This ts a sad fact of life 
for one of the most physically beautful 
countries in Asia. 

However, the problems have bene- 
fited one area, the island of Cebu, in the 
central Philippines’ Visayas. So far, it 
has been relatively unaffected by the 
NPA struggle, and many tourists now 
target Cebu without even a stopover in 
Manila, thanks to direct flights to the is- 
land by charter jet from Japan and 
Hongkong, and easy onward flight- 
changes at Manila airport. 

The "paradise island" of Sri Lanka, 
in the Indian Ocean, has experienced a 
similar tale of woe to the Philippines 
The island was also favoured as an exo- 
tic get-away destination for Westerners, 
with its beautiful beaches, bargain 
prices and widespread knowledge of 
English. 

But the brutal little war between 
minority Tamil guerillas and the predo- 
minantly Sinhalese government has 
cracked the image even more drastically 
than have the problems in the Philip- 
pines. The situation has become so seri- 
ous that Finance Minister Ronnie de 
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Burned out hotel in Srí Lanka: a paradise lost. 





Violence's 
domino 
effect 


he violence of recent years in 
India has pasi taken place 
away from the well-trodden tourist 
— in — diene (dif- 
cult to tour without 
mits); in Punjab (where the Sikh 
Golden Temple in Amritsar was 
normally seen only by the most ad- 
venturous of — and overland 


travellers), and in industrial cities. 


in western Gujarat. 

But, as in the Philippines and Sri 
Lanka, the newspaper and TV im- 
ages of strife have led to a fall-off in 
arrivals. Arrivals during the first 
half of 1984 were up 10.4% over the 
previous year, but then came the 
army’s attack on Sikh militants in 
the Golden Temple, and the intro- 
duction as a security measure of 
visas for all foreigners. 

And immediately, arrivals be- 
gan to drop. The assassination of 
Indira Gandhi at the end of Oc- 
tober, followed by riots in many 
cities, contributed to the decline; as 
did the violence in Sri Lanka, as 
many tourists take in both Sri 
Lanka and India in the same itiner- 


ary. 
Nepal was affected in a similar 


way: because it is in many cases an - 


add-on to a tour of India, arrivals 
there were hit by the decline in 
India. — Mohan Ram 








Mel was moved ear- 
lier this year to be- 
wail the fact that 
tourism, as well as 
foreign investment, 
was being danger- 
ously threatened by 
the ethnic insur- 
gency. "We cannot 
continue like this 
forever," he moan- 
ed. 

Like the Philip- 
pines, Sri Lanka has 
been front-page and 
prime-time news al- 
most continuously 
since Sinhalese ex- 
tremists in Colombo 
launched a bloody 
backlash against 
Tamils living in Co- 
lombo in July 1983, 
in which some 400 
died. Since that 
time, battling be- 
tween Tamil gueril- 
las and government 
forces — with sickening massacres attri- 
buted to both sides — has taken place. 
The violence has been largely in north- 
ern areas of the country, particularly the 
Jaffna peninsula, where tourists do not 
normally venture. 

But the overall impression is of an 
island where people, often innocent 
civilians, are being killed. And tourists 
are therefore staying away. After the 
July 1983 bloodshed, tourism — a 
strong foreign-exchange earner for Sri 
Lanka — slumped by 39%, with re- 
venue dropping from US$129 million in 
1982 to US$100 million in 1983, accord- 
ing to official figures. 

In fact, Colombo itself has been 
peaceful since the 1983 riots. And popu- 
lar beach-resort areas further south, 
such as Galle, have remained unscathed 
throughout. But travel agents in Colom- 
bo report 25% cancellations from West- 
ern Europe, and hotel managers com- 
plain that they are lucky to achieve 55% 
occupancy. 

Worse for the tourism industry is 
the fact that guerilla warfare has 
now spread to the picturesque east- 
ern part of the island, around Trin- 
comalee and Batticaloa, where tourists 
used to travel from Colombo. As in the 
Philippines, the chances of foreign 
tourists being threatened are slim, 
particularly if they remain in the 
capital. And the locals, both Sinhal- 
ese and Tamils, are as friendly as 
ever. 

But front-page pictures of brutalised 
bodies on both sides — many of them 
even released for propaganda purposes 
by the government — do little to per- 
suade foreigners that the most they can 
fear from a trip to Sri Lanka is a waiter 
spilling a cool drink over them as they 
soak up the sun on a sun-drenched, nor- 
mally deserted beach. o 


SHOSUKE TAKEUCHI 
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SOCIAL EFFECTS 





Lost Edens and cultural freak shows 


By lan Buruma in Hongkong 


ourism, some say, broadens the mind. It fosters under- 

standing between people from different countries. It 

boosts local economies; strengthens people's interest in 
their own cultural heritage; widens social opportunities: 
creates national identities; spreads and redistributes new 
techniques and standards, All these good things were attri- 
buted to tourism at a seminar held in Singapore this year on 
"Social and Economic Impact of Tourism Development." 

There is another, equally common view of tourism, which 
is that tourism destroys local cultures; destabilises 
economies; causes pollution and exploitation: fosters cul- 
tural misunderstanding, resulting in insults and worse. Cer- 
tainly one look around any given tourist spot makes it quite 
clear that tourists are their nations’ worst representatives. 

Which view of tourism is more true? The correct answer 
obviously is that it depends on the type of tourism and 
tourist. To be sure, the negative side of tourism is the one 
that first meets the eve, especially in places offering some- 
what one-sided attractions. The report of the Singapore 
seminar puts it very nicely: "The most important and fre- 
quently cited drawback that tourism possesses is that it is the 
industry of pleasure and recreation and entails the conspicu- 
ous expenditure and consumption of wealth upon pleasure- 
giving objects. — 

It isn't that, for example, Manila, Bangkok or Taipei have 
nothing but pleasure-giving girls and boys to offer the foreign 
visitor — they do: all three cities have museums, places of 
historical and religious interest, parks and gardens and so 
forth. It is just that prostitution appears to be the main attrac- 
tion. This puts governments conscious of the image of their 
country in a quandary, for the revenue involved is consider- 
able. 

Even if one does not feel that prostitution ts a.bad thing 
per se, sex tourism does not show people at their best. The 
nightly spectacle at certain Bangkok hotels of German males 
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carrying on as if they were at Bavarian cattle auctions does 
little to promote the image of Germany in Thailand. Japan- 
ese men carousing in Scoul hardly improve the already highly 
strained relations between Japan and South Korea. And In- 
dians and Arabs on the razzle often appear to do their very 
best to confirm the common prejudices held about them in 
Southeast Asia. 

This is from the point of view of the local population. One : 
might also wonder about the image of, say, Thailand in the 
minds of visitors who have seen little else but the bars of Pat- 
taya. 

One could argue that without the sex-tourists many people 
would be out of a job. This is true enough, but whatever else 
it may do, the buying and selling of, say, street urchins in 
Manila does not do wonders for international understanding, 
cultural heritage, spread of technology and all those other 
good things. The main problem is of course economic. If 
everybody gets richer, even sex tourism loses its harder 
edges. It is rather touching, for example, to see newly rich 
tour groups (males and females) from Taiwan or Singapore 
craning their necks at expensive. Japanese sex shows in 
Tokyo: if everybody does it to everybody else, perhaps we 
will end up as one happy family. 

Sex is naturally but one tourist attraction. Another major 
asset of some Asian countries is the lure of “unspoilt” tropi- 
cal gardens of Eden. However, the trouble with Edens is that 
as soon as they are discovered by the tourist trade, they cease 
to be so Eden-like. The local population starts behaving like 
touts and hucksters; fast-food restaurants. proliferate and 
local life and rituals become distinctly less charming when lit 
with electronic flashbulbs. 

Still, there are a lot of Edens in Asia and in, for instance, 
Phuket and Bali, the local governments have done admirable 
jobs in herding the majority of foreign visitors into small re- 
servations, near the beaches, where they do least harm. 
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The Balinese also appear to have withstood tourism with 
their traditions more or less unscathed. This, unfortunately, 
is not the case in many other places. Although it may be true 
that the money generated by tourism helps preserve tradi- 
tions which might otherwise die out, this is not necessarily a 
good thing, particularly when traditions are tailored or even 
kept going especially for the tourist trade. This leads to what 
one might call a "Disneylandisation" of culture. Once-vital 
ways of life are neatly packaged like products. 

This can be done within the bounds of reasonably good 
taste, such as at the Ancient City near Bangkok, where trad- 
itional architecture is reconstructed on a smaller scale. It is 
fake, but rather well done fake. There is one aspect of the city 
which represents the worst of Disneylandisation, however: a 
tree-house with "real" hill-tribe people from the north. For a 
fee, they will pose for a picture in their traditional costume. 
One can gawk at them for free. 

Minorities, from the Ainu in Hokkaido (Japan) to the 
aborigines in Taiwan, are the most vulnerable to this kind of 
treatment. Their traditional livelihoods are often no longer 
economically feasible and the people end up as colourful od- 
dities, to be displayed like rare animals at a zoo. There is real- 
ly not much difference between watching aborigines per- 
forming once-sacred dances for the benefit of photo-snap- 
ping tour groups and staring at freaks in an old-fashioned car- 
nival show. 


hat is truly worrying is how some countries are 
W slowly Disneylandising their entire heritage. China 
appears to be a case in point. After previously having 
done its best to destroy every vestige of the “bad old days,” 
the Chinese Government is now eagerly courting interna- 
tional tourists. But most "foreign guests" are more interested 
in seeing what is left of old China than in communes, fac- 
tories or newly constructed dams. Because there is so little 
left, Chinese authorities are literally picking up the pieces of 
China's past, by putting bits of temples from one place to- 
gether with pieces from another. l 
To quote the Italian journalist Tiziano Terzani: “China is 
in the process of putting together a cultural and historic 
monster, a kind of archaeological Frankenstein, for the 
exclusive benefit of foreign consumers.” 
Tourism brings people from completely different cultures 
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RIGHT IN THE HEART OF SEOUL 


WHERE CARE COMES NATURALLY 


It’s a great feeling to know you can visit a big bustling 
capital like Seoul and have your needs well taken care 
of — always in an atmosphere of welcoming warmth. 
At the Plaza you're at the heart of things, all under 
a single shelter. At the heart of the city's most 
modern accommodations. At the heart of ever- 
attentive service, international dining, and access to 
transportation and airline offices. At the heart of 
business, banking and entertainment. The Plaza — 
in every way we're at the heart of Seoul. But most of 
all, we take you to heart. Naturally. 


SP SEOUL PLAZA HOTEL 


23, 2-ka, Taipyung-ro, Chung-ku, Seoul 100 Korea 
Tel.: 771-22 Cable: PLAZAHL SEOUL 
Telex: K26215 or K24424 Fax: (02) 756-3610 





The Plaza — overlooking a centuries —old royal palace. 


For information and guaranteed reservations:  — 11 1 
E SEOUL PLAZA Tokyo Office: Tel. (03) 246-0234, Telex. 2222876 
GBCJAPJ Fax. (03) 246-0098 W Odner Hotel Representatives 
Hong Kong: Tel. 5-262251 Taipei: Tel. 5515933 Singapore: Tel. 
2353474 Bangkok: Tel. 2521181 W Prince Hotels Inc. Tokyo: Tel. 
(03) 209-8686 Bi Loews Re International New York: 
Tel. (212) 841-1111 W Supranational Hotel Reservations Paris: Tel. 
(01) 7581225 


‘ i n" n2 ~ | s“ 














and economic levels together. 
This, say the optimists, such as 
the Singapore seminarists, “of- 
fers a window to any country for 
a healthy exchange of views and 
information with the outside 
world." There is some truth to 
this, though governments with 
totalitarian aims find it anything 
but healthy and thus do their 
best to keep such exchanges to a 
minimum. But the meeting of 
tourist and native can also result 
in some very odd perceptions of 
the world. 

The reason, again, is primar- 
ily economic. Tourists are al- 
most invariably from the weal- 
thier parts of the world. Bored 
with their affluence, many 
tourists — especially those 
drawn to Asia — seek an escape 
from Coca-Cola, supermarkets, 
rock music and all the other ac- 
coutrements of modern civilisa- 
tion. Many are given to a nostal- 
gia for the primitive, the pure, 
the exotic in other words, 
the poor. Unfortunately, many 
such “primitives” seek just the 
opposite: Coca-Cola, rock and 


shopping malls. Contacts with wealthy fugitives (for a week 
or two) from such things, can easily lead to jealousy on the 
side of the locals who feel unfairly deprived, only to be 
despised by the tourists for wanting such impure, unexotic 


symbols of consumerism. 


Still, say the seminarists, tourism can bring technological 
progress to underdeveloped areas. They cite Japan as an 
example: “The fact that Japan is a major tourist destination 
and that the Japanese themselves are among the most active 
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Tourists and touts in Bali: culture clash. 
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DAVID JENKINS 


tourists in the world is no mere 
coincidence. Their extensive 
contacts with other nations and 
people have helped them to 
forge ahead in all walks of mod- 
ern achievements.” 

This, perhaps, is a case of the 
danger of looking East for too 
long. At the time of Japan's 
great leap forward into the 
modern world there were pre- 
cious few Japanese tour buses 
roaming around — unless, of 
course, one views the colonisers 
in Korea or Manchukuo and the 
soldiers in Shanghai and Nan- 
jing as tourists. Given the fact 
that for many young Japanese 
China and the colonies were the 
first places outside Japan they 
had ever seen, this is not an en- 
tirely inaccurate view, but inter- 
national understanding was not 
particularly well served by these 
excursions. 

Technological progress, in- 
troduced by tourism, can also 
be profoundly baffling. To give 
one example from personal ex- 
perience, this writer travelled 
through Tibet several years 


ago, taking pictures along the way. Tibetan peasants, always 
ready for a laugh, proudly posed for these photographs. 
When I put my camera away to move on, the Tibetans held 
their hands out to receive their portraits, as they had done on 


previous occasions when tourists came by. They were furious 


when they were not forthcoming. A serious international 
misunderstanding was at hand. Unfortunately few tourists 
are equipped to explain the difference between a Polaroid 
and a Nikon 35mm camera to a Tibetan peasant. o 





By Brian Shaw in Thimphu 





he tiny Himalayan kingdom of 

Bhutan with its even tinier tourist 
arrival figures — just 1,900 in 1984 — 
is anxious to keep things that way. 
Mass tourism is neither possible nor 
advisable for Bhutan, says Jigme 
Tshultim, general manager of the 
Bhutan Tourism Corp. (BTC); quality 
is sought rather than quantity. 

And the way Bhutan organises its 
tourism may well be an object lesson 
to those countries which have some re- 

rets about the damage the industry 

as done to their environment and way 
of life. Indeed, policy here has been 
developed with an eye to the negative 
consequences observed in neighbour- 
ing countries, notably Nepal and Sri 
Lanka. 

Tourists travel in groups of at least 
six, and over a set route, always with a 


BTC guide. Since 1983, individual 


Brian Shaw is a professor at Hongkong Univer- 
sity who makes à special study of Bhutan. 


travellers have been allowed into Bhu- 
tan, but on arrival they are amalga- 
mated with other indi into an 
ad hoc group, also with a guide. 

Of total tourist arrivals since the 
country was opened up to tourism in 
1974 — 7,807 — 31% have come from 
the United States, 26% from West 
Germany and 18% from Japan, with 
fewer than 10% each from any other 
country. Tourism officials say the Ja- 
panese are especially welcome for 
their discipline and —— of the 
country's Buddhist culture. 

The general strategy of the govern- 
ment has been to open the country 
slowly, from west to east, for sight- 
seeing tours and to diversify into trek- 
king and mountaineering, with angling 
a further possibility. en tourism 
started, visitors flew to the Indian bor- 


der town of Bagdogra, then drove into . 


Bhutan; they were allowed to visit 
only the capital, Thimphu, and two 
other cities, Phuntsholing and Paro. 


Closed —to keep culture shock at bay 





The tours were extended eastwards 
in 1978, and again in 1982, with trek- 
king being introduced in the first ex- 
tension and "cultural treks" (to cater 
for both art historians and lovers of the 
outdoors) in the second. 

But the biggest money-spinner for 
the government is mountai Ig. 
with each member of a climbing team 
paying US$85 per night, and the team 
paying a mountain royalty of US$1- 

,000 depending on the height of the 
mountain and whether it has been 
climbed pornom: Docume 
film-makers are asked for US$4, 
royalty. 

However, only one mountain is ap- 
proved for new climbing every two 
years, and serious attention is paid to 
possible damage to the environment 
caused by climbers. For instance, it 
has been established that there is 
enough dead wood for fuel to last until 
the end of the decade; thereafter alter- 
native fuel must be provided. 
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“REVIEW 600’? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
hist ry. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
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As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 
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by advertising in the Far East- 
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the Review 600. 
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EXECUTIVE 
BUSINESS SERVICE 


MAKING THE RIGHT 
BUSINESS DECISION 


Choosing the right hotel for your 
busy executives is very much 
4 business decision. 

SO we've arranged a programme tailored 
to busy schedules. Pre-registration, rapid 
check-out plus a year-round preferred rate 
for upgraded deluxe accommodation. 
And more. 

Decide now to get the facts on our 
Executive Business Service programme. 
Complete the coupon below or call any 
Hilton International hotel. 


Bangkok 
Hongkong 
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Sabena Business Class proves that air travel can still be a pleasure 


Sabena. 


Savoir faire in the air. 





Every detail designed to make travel 
a pleasure - that's Sabena Business Class 


With their intercontinental Business Class ser- 
vice Sabena have thought of everything. Spe- 
cial facilities will speed you through check-in 
andintothe Business Class lounge at most ma- 
jor airports. Priority boarding and disembarka- 
tion and an extra spacious cabin at the front of 
the plane will keep you away from the crowd. 

A special cabin staff will serve you com- 
plimentary drinks - including champagne - and 
a choice of menus served on real crockery with 


Make sure you're booked aboard 


real cutlery. A refreshing hot towel? Your favou- 
rite magazine? A movie? A little music on the 
free hi-fi earphones? 

And when you arrive you'll find that your 
luggage is first to be unloaded. That's Sabena 
savoir faire. 

Naturally, Sabena also offer a Business 
Class service aboard their Boeing 737s. 


Yourtravel agentor Sabena office has all the details 


SABENA 


BELGIAN WORLD AIRLINE: 


IMPACT-FCB Belgium SMM 040 
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Tokyo exerts subtle pressure to slow textiles inflows 





By Bruce Roscoe in Tokyo 


W ithin two months of announcing its 
market-opening “action program- 
me" aimed at easing US complaints 
against its import barriers, the Japanese 
Government is implementing a series of 
measures designed to restrict surging 
textiles imports from China, South 
Korea, Taiwan and Pakistan, 

Japan has not decided at this stage to 
invoke formally provisions of the Multi- 
Fibre Arrangement (MFA), which 
under the General Agreement on 


Tariffs and Trade permits developed 
nations to limit growth in their imports 
of textiles from developing nations to 
6% a year. Instead, the import restric- 
tions will be in the form of “administra- 
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Nakasone buys foreign goods: committed to trade liberalisation. 


tive guidance" given to textiles import- 
ers by the Ministry of International 
Trade and Industry (Miti). The ruling 
Liberal Democratic Party (LDP) also 
has put pressure on trading companies 
to cut textiles imports. 

The measures, in effect, amount to 
Japan's version of the US' Jenkins Bill. 
(Drafted by Ed Jenkins, who chairs the 
US House of Representatives textiles 
committee, the Jenkins Bill is intended 
to reduce drastically US imports of tex- 
tiles from developing nations.) But 
while the Jenkins Bill has attracted 
widespread publicity, Japan's mea- 
sures, because of their lack of transpa- 
rency, seem to have gone unnoticed. 

In 1984, Japan's imports of cotton 
yarn and cotton fabrics from China, 
Pakistan and South Korea grew by 
about 50%, while imports of knitwear 


FAR EASTERN ECONOMIC REVIEW e 12 SEPTEMBER 1985 


i 





from China, South Korea and Taiwan 
rose by 60%. Pakistan, whose cotton- 
yarn exports to Japan jumped 69.4% in 
January-June this year, worries the 
Japan Cotton and Staple Fibre Weav- 
ers Association most. 

Led by the Japan Textile Federation, 
several industry associations have 
exerted pressure on the government to 
limit imports. Earlier this year, the tex- 
tiles federation argued for invocation of 
the MFA. But Miti opposed this on the 
'rounds that Japan could not be seen to 
be restricting imports when Prime 
Minister Nakasone had committed the 
nation to trade liberalisation. Some Miti 
officials also noted that a case for invok- 
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ing the MFA would be weakened by the 
fact that many Japanese spinning com- 
panies recorded an increase in profits 
for the year ended 31 March. Japan has 
not applied the MFA before — the US, 
on the other hand, has applied the MFA 
against Japan on about 18 textiles items. 

Nonetheless, the industry's lobby 
was strong enough to persuade Miti to 
exempt cotton yarn, cotton fabrics and 
knitwear from the July tariff reductions, 
which formed a part of Nakasone's im- 
port-action programme. 


ndaunted by Miti's cool reception 

to the idea of using the MFA, the 
federation took its case to the LDP's 
special committee on textiles. At a 
meeting on 4 June the LDP committee 
sided with the Japanese industry, and 
produced a statement advising Miti that 
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November 1984, and in January-June 1985 grew by 69.496. _ 
Source: Japan Textile Federation. | 


Japan to the barricades 


Japan was within its rights to invoke the 
MFA. This statement also advised the 
ministry to “make efforts” to protect the 
local textiles industry from imports. 

On 29 August, the LDP committee 
met in Tokyo to finalise the protective 
measures. According to a participant of 
the meeting, committee members said 
that on 28 August they had approached 
several trading houses to request that 
textiles imports be conducted in an “or- 
derly" manner — in Japanese, “or- 
derly” or chitsujo is often used 
euphemistically to denote informally re- 
stricted marketing or importing. 

The committee further decided to 
ask the Ministry of Finance to appro- 
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priate an emergency fund from this 
year's budget of ¥5 billion (US$21 mil- 
lion) which would be distributed as low- 
interest loans to small and medium-size 
textiles companies to enhance their 
competitiveness. The size of a single 
loan would be set at Y 30 million, and in- 
terest would be 5% a year. The loan 
programme was to be launched by 1 Oc- 
tober at the earliest. 

Yoshibumi Muto, who chaired the 
LDP meeting, later was reported as say- 
ing: "There is no difficulty in invoking 
the MFA within the current mood of 

romoting liberalisation of Japan's mar- 
ES If orderly importing does not pro- 
duce results, we will invoke the MEA, 
and if imports of cotton yarn from 
Pakistan continue to increase at crazy 
levels, we will adopt tough measures.” 

The textiles federation, in papers 
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presented to the LDP meeting on 29 
August, pointed out that the state of 
Japan's textiles trade met all the criteria 
used by the Reagan administration to 
justify invoking the MFA. Under the 
Reagan guideline, recourse to the MFA 
can be made if total textiles imports rise 
by more than 30% over a one-year 
period, if total imports exceed 20% of 
domestic production, or if imports from 
a single country exceed 1% of domestic 
production. 

Another point made by the federa- 
tion was that Japan's textiles trade was 
in deficit last year. MoF figures for 1984 
showed exports of US$6.7 billion 
against imports of US$7.6 billion. But 
these figures ignore the fact that the 
trade actually produced a surplus for 
Japan of about US$4 billion, if the value 
of textiles imported only for processing 
into export items were to be deducted 
from total imports. If this deduction is 
made, figures show Japan has enjoyed a 
trade surplus in textiles since 1975. 

Some industry officials would go 
further than the federation to block im- 
ports. The chairman of synthetic fibre 


roducer Asahi Chemical Industry Co., 
agayaki Miyazaki, who also chairs the 
federation, has warned that if govern- 
ment measures to reduce imports were 
to be ineffective, he would personally 
draw up an anti-dumping bill and lobby 
LDP members to railroad it through the 
Diet. 


J apanese textiles importers, however, 
point out that local synthetic fibre- 
makers are not threatened by imports of 
cotton yarn, cotton fabric or knitwear, 
and ask why they are complaining. The 
usual answer is that they are extremely 
concerned about the increased synthe- 
tic-fibre production capacity in Taiwan 
and South Korea. Taiwan, reportedly, 
already has greater capacity than Japan 
for the production of polyester long- 
and short-fibre textiles. Invocation of 
the MFA or other direct restrictions to 
curb the cotton and knitwear trade 
would set a precedent which the synthe- 
tic fibre-makers could later use, if 
necessary, against imports of synthetic 
fibres. 

Importers also reason that the tex- 


Trade-offs for deficits 


By Husain Haqqani in Islamabad 


akistan's textiles industry will cut 

back its cotton-yarn exports to 
Japan over the next few months in re- 
sponse to demands from the Japanese, 
but will not agree to restraints on a reg- 
ular basis. Officials say they consider 
formal restrictions under the Multi- 
Fibre Arrangement (MFA) politically 
difficult for Japan to justify in view of 
the huge trade imbalance between the 
two countries in favour of Japan. 

Pakistani exports, of which relative- 
ly coarse varieties of cotton yarn are the 
single biggest item, constitute about a 
fifth of the value of imports from 
Japan. : 

Negotiations over voluntary re- 
straints are presently being conducted 
by the All Pakistan Textiles Mills As- 
sociation (APTMA ). Government offi- 
cials say they will step in only if negotia- 
tions on an industry level fail. “Charges 
of market disruption against Pakistan 
are unfounded and we will definitely re- 
sist Japanese pressure for voluntary re- 
straints, as well as MFA restrictions," 
one official said. 

According to the official view, Pakis- 
tan has simply regained the levels of cot- 
ton-yarn exports achieved 10 years ago 
after losing out to competitors in the in- 
terim, and it should not be expected to 

ive up its gain. According to Pakistani 

gures, exports (mainly of 20-count 
yarn) jumped from an average of 25- 
30,000 bales a month to 45,000 bales 
monthly during late 1984 and early this 
year. 
APTMA will hold a second round of 


talks with its Japanese counterparts in 
Hongkong in October. A meeting last 
month failed, but APTMA spokesmen 
expect positive results from the next 
round. “We have started scaling down 
yarn exports and already the figures for 
July-August are less than for May- 
June," said an APTMA spokesman, 
adding “I am sure there will be some 
common ground by the time we meet 
again." One reason for the lower ex- 
ports is a decline in Japanese buyers’ de- 
mand in anticipation of lower cotton 
prices after this month's crop. 

China's reaction to the Japanese is 
less conciliatory. While the Ministry of 
Foreign Economic Relations and Trade 
says Japan has not formally requested 
China to restrain its textile exports, with 
a bumper cotton harvest this year, and a 
record trade deficit, Peking is hardly 
likely to exercise voluntary —— re- 
straints, Mary Lee writes from Peking. 

Official Chinese trade figures for the 
first half of 1985 show that China suf- 
fered a deficit of US$2.3 billion with 
Japan — a gap which Peking wants Ja- 
panese investment and increased pur- 
chases to fill. Should China wish to re- 
taliate against any unilateral curbs by 
Tokyo, it could do so by officially ban- 
ning further imports of Japanese vehi- 
cles and other consumer items, which 
are already draining its foreign re- 
serves. 

This could hurt Japanese companies, 
who, faced with trade restrictions in 
Western markets, are now relying heav- 
ily on the China market. 
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South Korean textiles worker: reacting calmly. 


tiles industry is distorting trends in 
Japan's textiles trade by highlighting 
only the 1984 figures. While growth in 
imports was rapid last year, average 
yearly growth has not been alarming. 
For example, average growth in imports 
of textiles products from 1974-84 was 
4.2%; for cotton yarn, 19.6%; cotton 
fabric, 9.9% ; knitwear outer garments, 
2.7%, and knitwear under garments, 
4.1%. 

Apart from asking trading com- 
panies to cut back on imports, Miti re- 
cently has sent officials to China and 
Pakistan to ask for export restraint. Miti 
officials say China has complied, but not 
Pakistan. The Japan Spinning Associa- 
tion, whose members produce cotton 
yarn from imported raw cotton, sent a 
delegation to Karachi in August in an 
attempt to persuade the All-Pakistan 
Textile Manufacturers Association to 
reduce exports of cotton yarn. The at- 
tempt failed, but the two sides have 
scheduled another conference to be 
held in Tokyo this month, and a further 
meeting in Hongkong in October. 

“There is still a problem with Pakis- 








The South Korean textiles industry 
has, so far, reacted calmly to the Japan- 
ese plans to seek voluntary restraints on 
South Korean knitwear exports to the 
country, Shim Jae Hoon writes from 
Seoul. The issue of voluntary restraint 
on textiles tends to arise every year — 
South Korea, unlike many other textile- 
exporting countries, holds annual talks 
with the Japanese industry to prevent 
any abrupt changes in policy. 

Knitwear exports to Japan jumped 
from about US$200 million in 1983 
to US$317 million last year, sparking 
Tokyo's complaints. Exports have 
slackened this year, with first-half 
shipments valued at US$113 million. 

The drop, according to the Textile 
Products Association, has been mark- 
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tan," says a Miti official. “We are not 
telling them they cannot sell more. We 
just want them to slow down the growth 
in their exports." He said Pakistan was 
rejecting the request on grounds that 
last year its total trade with Japan 
was in deficit by US$608.8 million, 
up from a deficit of US$497.5 million in 
1983. 

Taiwan and South Korea, too, have 
been asked to restrain exports of knit- 
wear, and Miti appears to be happy with 
the results so far. Imports of sweaters, 
for instance, declined 12% in volume in 
the January-July petiod compared with 
the same period last year — in July 
alone, they fell by 15%. 

While Miti has not said it will not 
seek to apply the MFA — some officials 
reportedly have referred to the MFA as 
Japan's “trump card” in the event ad- 
ministrative guidance fails — the minis- 
try appears to recognise that invocation 
of the MFA would cast Japan in a dim 
international light. For one thing, Japan 
would be the only country to take such 
action while enjoying a surplus in its 
overall textiles trade. Oo 










edly large at 30% for sweaters, which 
account for up to 80% of all knitwear 
exports. However, rather than the re- 
sult of Seoul exercising voluntary re- 
Straint or Japan imposing any import 
curbs, the decline is the annual cycle of 
demand for knitwear, industry officials 
say. 

The Ministry of Trade and Industry 
is more preoccupied with rising overall 
trade deficits from Japan than with the 
isolated issue of textiles. In the past, 
sharply mounting deficits with South 
Korea have deterred Tokyo from com- 
plaining too much about textiles im- 
ports from Seoul even though Japan 
took about 20% of the US$7 billion of 
textiles products South Korea shipped 
last year. 

In Taiwan the government is taking a 
dim view of Japanese calls to voluntarily 
restrain knitwear shipments, Carl 
Goldstein writes from Taipei. In the 
face of an overall deficit of US$3.26 bil- 
lion in trade between the two countries 
last year, exporters and trade officials 
are looking for ways to expand their 
shipments, not restrict Japan-bound ex- 
ports. 

The main object of Japan's recent at- 
tention is Taiwan's sweater exports, 
which last year rose to US$139 million. 
However, an officer of the Taiwan Tex- 
"tile Federation, a quasi-official trade 
body, said Taiwan had not been offi- 
cially notified of any request for export 
restraints. 

Garments and textiles have been one 
“of the bright spots in the two countries’ 
bilateral trade, as Taipei sees it. Last 
year, Taiwan shipped US$555 million 
worth of garments and textiles to Ja- 
. pan, while taking US$287 million in re- 
turn. o 
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Our well-appointed accommodation. 


ora busy executive,a room at 
The Dynasty Singapore is as good as 
being in your own office 


You can expect every convenience and executive facility 
Our rooms and suites are comfortably larger than average, with a 
full-size writing desk, an IDD telephone, a colour TV, a mini-bar 
and 24-hour room service. 

Our Le Vendóme Restaurant boasts the finest French Classical 
and Creative Cuisine, and the Tang Court offers superb 
Cantonese specialities. Bill Bailey's Bar, Le Vendóme Lounge, 
our 24-hour Golden Dew Coffee House and the exclusive 
Twilight, The Executive Club, are four more delightful places to 
unwind in. 

Amenities also include an Executive Services Centre, à 
Health Club and a full-size swimming pool. 

On top of all that, there's Our unusually attentive service 
SO next time, check into The 
Dynasty Singapore. 


QD duras 


320 Orchard Road, Singapore 0923 
Tel: 734-9900 Tix: DYNTEL R536633 
Cable: Dynasty Singapore 


For reservations, pk “ise contact 

UTIEL International ( Worldwide ) 
Landmark Hotels International 

Hong Kong ( 3.665231 ) 

Supereps International UK (01 2423131) 
Hotel Reservations System 

Amsterdam (020. 249741) 

Distinguished Hotels of the World 

(Robert F Warner, Ine ISA Canada) 


yandeur of the 
ingdom. 


i 
: 
L| 
t 





brape AQ uffupaeu 


[he towering 


Middle 





COMMODITIES 


Big slump of sugar 


Despite precautions, the Thai cane industry is in crisis 


By Paisal Sricharatchanya in Bangkok 


hree years ago, Thailand introduced 

a package of measures to cope with 
an anticipated cyclical downturn in 
world sugar prices. Sugar planters and 
millers formed a 70:30 revenue-sharing 
scheme to split proceeds from domestic 
sales and exports. A tripartite company 
— involving the government, sugar 

lanters and millers — was set up to 

andle a portion of exports under long- 
term contracts. The company, Thai 
Cane and Sugar Corp. (TCSC) bor- 
rowed US$76 million to subsidise a 
price-stabilisation programme. 

In principle, the 70:30 revenue-shar- 
ing scheme was logical since it did away 
with the annual, politically sensitive 
question of a cane price determination. 
The authorities’ calculations of a con- 
tinued period of depressed world mar- 
kets also turned out to be basically right. 
What they failed to gauge correctly was 
the severity and duration of the slump. 
From 10-11 US cents a Ib in 1982, world 

rices declined steadily to around 2.5 

S cents in mid vear — the lowest level 
since 1968. They have since picked up to 
5.5 US cents — partly in reaction to 
world market doubts about the volume 
of Thai exports. 

The impact of the slump has been 
compounded by unfavourable domestic 
developments. Efforts to curtail cane 
production have not been entirely suc- 
cessful. The 70:30 scheme has been 
marred by distortions — notably, an an- 
nual cane price often seen as artificially 
high, plus some government-dictated 
rulings that tend to benefit planters 
more than millers. These factors have 
combined to plunge the Thai sugar in- 
dustry into its worst crisis vet. 

Currently the world's fourth-largest 
exporter of sugar — and the biggest in 
Asia — Thailand’s exports in 1982 
peaked at Baht 12.9 billion (US$481.3 
. million) for 2.2 million tonnes before 
plummeting to Baht 5.2 billion for 1.24 
million tonnes last year. 

Aside from undermining export 
earnings, any disruption to the industry 
could have repercussions — notably à 
political backlash from the estimated 
100,000 planters who are the only well- 
organised farm lobby in Thailand and 
who wield considerable political influ- 
ence. The local banking system, which 
has extended sizable financing to the in- 
` dustry, could also be shaken. 

The immediate worry centres on the 
failure by the financially ailing Ban 
Pong group of sugarmills to honour ex- 
port commitments (REVIEW, 5 Sept.). 
Grossly miscalculating world market 
trends, the group, which previously 
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Sugar worker: worst crisis 


operated four sugarmills, acquired five 
more in 1983 in an expansion that incur- 
red an estimated Baht 7 billion in bank 
and finance-company debt. 

In a series of complicated deals this 
year, the group (which commands a 
20% share of the country's total produc- 
tion) has pledged its sugar stocks with 
selected banks as collateral for operat- 
ing funds. However, the banks’ right to 
the stocks has been challenged by two 
exporting companies — Thailand Sugar 
Trading Corp. (TSTC) and Thailand 
Sugar Corp: (TSC). 





Ac on instructions from the 
TCSC, the two exporting firms have 
advanced funds to Ban Pong by dis- 
counting foreign buyers' letters of credit 
(LCs) for Bank of Thailand (BoT, the 
central bank) concessionary financing 
a practice commonly known as 
"packing credit." Ban Pong thus re- 
ceived financing from two. sources 
against the same stocks of sugar. 
(There are 45 sugarmills in Thailand. 
Until TCSC was set up in 1982, all ex- 
ports were handled through TSTC and 
TSC. TCSC then entered into long-term 
contracts with three groups of foreign 
buyers, with commitments to ship 
600,000 tonnes annually during 1983- 
87. Known as Quota B, the average 
price of this portion is used as a reter- 
ence to calculate the value of all other 
exports shipped independently — this 
latter portion being known as Quota C. 
Domestic sales are known as Quota A. 
Although TCSC concludes the 
Quota B contracts, it has asked foreign 
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buyers to issue LCs in the names of 
TSTC and TSC which, in turn, are hired 
to do the physical loading. A third ex- 
porting company, Siam Sugar Export 
Corp., was set up last year by the Thai 
Roong Ruang group. But, unlike TSTC 
and TSC which act as contract exporters 
for other mills, the new company in ef- 
fect became the exporting arm of 
Thai Roong Ruang's own mills.) 

Signs of trouble at Ban Pong 
surfaced in June when the group 
failed to deliver its share of ex- 
port commitments to foreign ves- 
sels arriving at the Bangkok port. 
According to a reliable source, 
the disputed stocks involve 
98.000 tonnes that Ban Pong is 
committed to ship under Quota B 
contracts during the second half 
of the year — 68,000 tonnes 
through TSTC plus another 
30,000 tonnes through TSC. 

TSTC initially “substituted” 
Ban Pong's shares with stocks 
from other millers, in the belief 
that the delay was caused by 
some minor problems, so that the 
foreign vessels would not be kept 
waiting. It was not until August 
— after TSTC borrowed some 
20,000 tonnes from other millers 
to meet Ban Pong's requirements 
— that it became clear that the 
group's stocks were impounded by 
banks after it failed to redeem its 
pledge. 

Fearing that any lengthy delay would 
undermine Thailand's credibility, Prime 
Minister Prem instructed the BoT in 
mid-August to map out some urgent sol- 
utions to allow loading of the disputed 
stocks. However, a series of negotia- 
tions in the ensuing two weeks were 
deadlocked as the two exporting firms 
and the bank creditors all laid conflict- 
ing claims to the same stocks. 

Acting on BoT recommendations, a 
meeting of economic ministers ap- 
proved a compromise deal on 2 Sep- 
tember. Under the compromise, banks 
would get the sales proceeds while re- 
payment of the packing credit (by the 
exporting firms) would be extended 
(from one month) to a year, or longer if 
necessary. Since creditor banks are ex- 
pected to take over Ban Pong soon, 
TSTC and TSC would end up as simul- 
taneously debtors (where the packing 
credit is concerned) and creditors 
(where Ban Pong’s unsettled obliga- 
tions are concerned) of the banks. The 
immediate crisis appeared to be de- 
fused. But the task d cubes Ban Pong 
back to financial well-being promises to 
be time-consuming and costly, 

Meanwhile, the TCSC is scheduled 
to repay the first of three instalments for 
the US$76 million loan owed to local 
banks — totalling Baht 1.36 billion in 
principal plus interest — by the end of 
September. Since the company has 
been operating at a loss because of de- 
clining export prices, it is almost certain 
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Lloyds You work overseas. Hard and long 
MBank hours Bur are you getting the most 


it financially? 


And you need 
professional advice. Advice from someone you know 


You have to plan carefully. 


you can trust. 

Lloyds can help you and your family with all the 
financial problems that come from working abroad. 

Our specialists have years of experience helping 
people like yourself with their finances. So look out 
for them when they visit the major expatriate 
centres. [hey hold free seminars, giving sound expert 
advice on finance, taxation, savings and investment. 

We also offer an excellent back up service here at 
home. We advise you on how to make the most of 
your offshore status. And help you to decide upon 
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the best way to invest your savings, and arrange the 
most suitable insurance schemes, Whats more we 
can unravel the complexities of your tax situation. In 
short we can explain the alternatives and recommend 
appropriate arrangements for you, so that your money 
works as hard as you do. 

Write to one of the addresses below or ask at any 
Lloyds branch when voure on leave in Britain. : 

Paul Holmes, Manager International Trust; 
Lloyds Bank Ple, West End Trust Branch.16 St. Jamess - 
street, London SWIA IET England. | 

Brian West, Deputy Man ager, 
Lloyds Bank Plc, 9 Broad Street, 





Mannesmann Demag, 
your partner with expe- 
rience in all matters of 
mechanical engineering 
and plant construction. 
With a broad financial 
base, world-wide sales 
network and a future- 
oriented research and 
development programme 
for new products. 


Mannesmann Demag AG 


Postfach 1001 41, D-4100 Duisburg 1 
Fed. Rep. of Germany 
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the repayment will either be delayed or 
rescheduled. 


Ante potentially explosive issue 
at the end of September centres on 
the determination of the cane price for 
the recently finished 1984-85 milling 
season. A provisional price of Baht 395 
a tonne of cane was paid in advance to 
planters before the season began in 
November 1984. Industry sources said 
the provisional price was excessively 
high and that a realistic level would be 
closer to Baht 350-360. 

If the actual price turns out to be 
lower, the difference would, theoreti- 
cally, be deducted from the provisional 
price of the new season, due to begin in 
November. This would mean that plan- 
ters, already reeling under the impact of 
the prolonged price slump, would re- 
ceive an exceptionally low return. 

The 70:30 scheme (subsequently 
codified in the Sugar Act in 1984) was 
engineered in 1982 in the wake of a re- 
cord 30.26 million-tonne cane crop in 
the previous season (which, to a large 
extent, was prompted by the unusually 
high cane price in the preceding season 
— Baht 650 a tonne ). 

One of the scheme's objectives was 
to scale down cane production gradually 
to around 22 million tonnes annually. 
But that has never been achieved; out- 
put dropped to 23 million tonnes during 
the 1982-83 and 1983-84 seasons but 
picked up to 25 million tonnes during 
1984-85 and is projected to top 26.5 mil- 
lion tonnes in the upcoming season. 

Although domestic sales are heavily 
subsidised by consumers — the govern- 
ment-controlled retail prices of Baht 12 
and Baht 13 a kg for plantation white 
and refined sugar, respectively, are 
roughly double the current world prices 
— the larger cane output means more 
exportable surpluses which, given the 
current slump, translate into bigger 
losses from exports. 

Of the 2.47 million tonnes of sugar 
produced in the 1984-85 season, some 
650,000 tonnes were for domestic con- 
sumption, leaving 630,000 tonnes for 
exports under Quota B and the remain- 
ing 1.19 million tonnes for Quota C ex- 
ports. Since domestic consumption is 
unlikely to increase in the face of the 
current economic slowdown (and the 
Quota B portion remains unchanged), 
exports under Quota C next year are ex- 
pected to increase slightly. 

This is assuming that all the 45 mil- 
lers — including the ailing Ban Pong 
group (now controlling six mills after a 
corporate re-structuring after the latest 
liquidity problem) — continue opera- 
tion, and that the government locates 
sufficient. financial resources to sub- 
sidise the new cane crop. If, for any 
reason, some mills are closed or parts of 
the new crop are not crushed, the politi- 
cal consequences for the government 
and the impact on the banking system 
could be unpleasant. o 


FAR EASTERN ECONOMIC REVIEW e 12 SEPTEMBER 1985 


— a - 4 b bed A * ^u — 


Finance Ministry; Loh: political casualties. 
BANKING 





The never-ending story 


More nasty surprises in Taiwan's Cathay banking scandal 


By Carl Goldstein in Taipei 
F: from playing itself out after six 
months, the Cathay financial crisis is 
still springing unpleasant surprises that 
keep thwarting the Taiwan Govern- 
ment's efforts to put the scandal's in- 
creasingly serious financial and political 
consequences behind it. 

The latest chapter has now set off 
new danger signals around Cathay In- 
vestment and Trust Co. (Cathay Trust). 
A flood of maturing commercial paper 
guaranteed by the trust company 
threatened to push the already-shaky 
institution into insolvency. As an esti- 
mated NT$1.4 billion (US$34.7 million) 
in short-term notes which Cathay Trust 
could not meet came due over several 
days beginning on 24 August (and with 
more due to follow in short order), fi- 
nancial officials scrambled to come up 
with a quick fix. 

The immediate crisis was sur- 
mounted when the Ministry of Finance 
(MoF) directed state-owned banks, 
who held most of the notes, to roll them 
over before the seven-day grace period 
expired. But there were few illusions 
that anything had been solved. The fun- 
damental problem of an estimated 
NT$20 billion in problem loans — 
mostly to Cathay Trust's affiliated en- 
terprises, often backed by vastly over- 
valued collateral — was still to be faced. 

Cathay Trust, formerly controlled by 
Tsai Chen-nan and once a key part of 
the powerful Tsai family-run Cathay 
business group, was taken over by à 
consortium of state-owned banks in 
early March after being hit by a bank 
run. That run had been spurred by simi- 
lar lack of confidence by depositors with 
Tenth Credit Cooperative, a big savings 
and. loan institution owned by Tsai's 
half-brother, Tsai Chen-chou, follow- 


ing the exposure of NT$7.7 billion in il- 
legal loans by the cooperative (REVIEW, 
7 Mar.). 

The problem of how to handle the 
latest crisis became the first major test 
for Taipei's new finance minister, 
Robert Chien, who took up his post on 
26 August. Chien, formerly deputy gov- 
ernor of the Central Bank of China, re- 
placed Loh Jen-kong, who resigned on 
16 August. Loh was forced out by the 
release of government reports which de- 
clared him guilty of "grave dereliction 
of duty" for failing to prevent Tenth 
Credit's illegal lending practices. 

Reaction in the financial community 
to Chien's appointment was generally 
positive. Some wondered, however, 
whether Chien, who is of the same con- 
servative mould as Prime Minister Yu 
Kuo-hwa, his former boss at the central 
bank, would move swiftly enough to re- 
store order to Taipei's financial markets 
and push essential reforms of the na- 
tion’s financial system. His initial ac- 
tions in overcoming the unmet financial 
demands on Cathay Trust were seen as 
nothing more than an effort to buy time. 

Loh was the second ministerial-level 
casualty of the scandal. In March, pub- 
lic pressure forced the resigation of eco- 
nomics minister Hsu Li-teh, who had 
been finance minister until May 1984. 
Hsu assumed *moral responsibility" for 
not preventing Tenth Credit chairman 
Tsai Chen-chou from channelling funds 
from the credit institution to affiliated 
companies in his Cathay Plastics group 
(REVIEW, 21 Mar.). 

According to the report released on 
I5 August by the Control Yuan, 
Taiwan's highest watchdog agency, 
Hsu and Loh “adversely affected the 
stability of the financial system and 
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< The resignat 
may yet prove mere pr 
political game. The release of the three 
reports — including two by the Execu- 
ive Yuan, Taiwan's cabinet, and the 
- Bureau of Investigation — unleashed a 
“new flood of rumours that Yu himself 
.might fall. The damage to his political 
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among many observers of the Taipei po- 
litical scene revolved around the ques- 
-| tion of when, not if. he might step down. 
| Elections for provincial and local 
- |. posts are due in November. The Cathay 
| affair will inevitably be a major issue, 
|. with the opposition sure to hit hard at 
the ruling Kuomintang (KMT) for its 
handling of the scandals. (Tsai Chen- 
|> chou himself was a KMT legislator.) 
(|. There is a possibility that President 
| Chiang Ching-kuo might replace Yu be- 
forehand, despite their decades-old 
`- ties, to position the party to argue that it 

< has put its house in order. 

Taken together, the reports’ findings 
amounted to a damning indictment of 
both individual officials’ personal re- 
sponsibility and the government's entire 
financial-regulatory system. The Con- 

trol Yuan's investigative team said fi- 
nancial officials had first discovered vio- 
lations of banking regulations at Tenth 
Credit as early as 1974. Although suc- 
cessive finance ministers shared in the 
blame, the report reserved its strongest 
criticism for Hsu's 1981-84. tenure, 
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stewardship, when the total bal 
to NT$7.7 billion. 


The report also explicitly mentioned | 


Yu, the first time his name had been for- 
mally connected with the scandal. It 
said he participated in two key deci- 
sions: one in 1983, when Hsu overruled 
his staff's recommendation to take man- 
agement of Tenth Credit away from 
Tsai Chen-chou; and another in early 
February this year, just days before the 
MoF finally froze lending by the 
cooperative, when the government pro- 
vided emergency loans of NT$3.3 bil- 
lion to Tenth Credit. Most of that 
money has disappeared, leaving only 
unsubstantiated, yet widespread, 
rumours that high government and 
party leaders were paid off by Tsai. Thus 
the resignations of Hsu and Loh are 
widely perceived as attempts to protect 
Yu, who has been the pre-eminent voice 
in financial policy for at least 15 years. 


he release of the reports was intend- 

ed to provide a final accounting of 
Taiwan’s worst financial scandal. Yet 
there is little chance they will ac- 
complish their equally important, es- 
sentially political mission: to prove that 
the government is not protecting senior 
officials and that no more secrets re- 
main to be revealed. As if to underscore 
the point, the news broke in the local 
press only two days after the reports’ re- 
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thay Trust last year | 
It is not clear that the government, 


which moved so readily in March to take 


over the trust company, was aware of 
the size of the obligations it would be as- 
suming. At this point, even if the bank- 
ing consortium, led by the Bank of 
Communications, succeeds in restoring 
some semblance of health to Cathay 
Trust, the cost to the taxpayers is sure to 
be high. Already the central bank has 
provided NT$6.7 billion in loans that 
may eventually have to be written off. 
Once Taiwan's largest trust company, 
Cathay's deposits have dropped from 
about NT$44 billion before the crisis hit 
to NT$20 billion. 

The best chance for recovering at 
least a portion of the NT$20 billion in 
problem loans is to sell off the most pro- 
fitable among the 31 companies that 
make up the Cathay Trust group, espe- 
cially the Lai Lai Sheraton Hotel and 
seven leasing companies. The banking 
consortium has been trying to do just 
that for several months, but prospective 
buyers have been deterred by the diffi- 
culty of isolating these companies from 
potential claims by creditors. 

Although Cathay Trust's new mana- 
gers are not commenting officially, a 
source familiar with their thinking said 
it appeared that the successful sale of 
these companies might bring in about 
NT$5 billion. ü 
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HOTEL IN PERFECT HARMONY. 





Relax in the impressive lobby of the Shangri-La, Kuala Lumpur 
and you'll be soothed by the sounds of our resident string quartet. 
But the harmony doesn't end there. Throughout vour stay with 
us you'll experience a service finely tuned to your every need, 
with superbly appointed rooms, four specialty restaurants, and 
even a fully-equipped health club. 

In Kuala Lumpur, where else but the Shangri-La could bring such 
music to your cars. 
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Shangri-La Hotel, 11 Jalan Sultan Ismail. Kuala | umpur 04-01, Malaysia. Tel: (03)222 388. Telex: MA 3002] 
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* Tokyo (03)667 7744 0 USA & Canada (800)457 5050 
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Standing at the heart of our network spanning over 
sixty international banking centres, the NatWest Tower in 
London forms a vital link in the global financial system. 


In the NatWest World Money Centre, one of the 
world's largest dealing rooms is manned by a team un- 
iquely centred in 24 hour banking time. Their working 
day comfortably spans the day's end in Tokyo and the 
beginning of business in New York. 

Small wonder, that in 1984, their average daily trans- 
actions were £1.7 billion - trading in over 50 currencies. 


From this enviable position, they can harness the 
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vast amounts of economic energy, in terms of capital and 
expertise, demanded by today’s corporations. 


Corporate treasurers faced with the increasing pres- 
sure of floating exchange rates, fluctuating interest rates 
and volatile markets need new and creative solutions. And 
NatWest people hold a unique fund of expertise in tack- 
ling a wide range of financial requirements. For example 
in pioneering new forms of project finance. 


For over a decade we have been involved with North 
Sea energy, raising some of the largest private sector loans 
to finance development. 
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station. 


Building on such experience, our people are now 
umongst the world's most successful lead managers in 
syndicated credits - from $5 billion to the oil industry to 
32.5 billion for the world's aerospace industry. 


Only last year, we were the first British bank to act 
is sole lead manager for a syndicated project loan for a 
North Sea development when we raised £225 million for 
Total Oil. 


Moreover with experience based on a global client 
jase and major presence in all world markets we offer 
yur clients the most innovative propositions. 
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With NatWest's unparalleled reputation and close 
connections with world-wide financial institutions, we 
believe no bank is better placed to offer the successful 
syndication of loans and add to its clients' credibility 
through an effective relationship. 

We are geared to act promptly and decisively across 
the entire spectrum of international finance. That's why 
we're becoming known as the Action Bank. 


«» National Westminster 
The Action Bank 


2 ITALY TELEX 320663 JAPAN TELEX 28292 MALAYSIA TELEX 33044 
525 USA TELEX 233563 USSR TELEX 413258 W GERMANY TELEX 416500 





KUALA LUMPUR, The living room of Mr. and Mrs. Ibrahim Hussein. 
When they fly in Asia, they fly MAS Golden Club Class. Because if youre at home with the best o 
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zround, you look for a First Class experience in the air. 
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malaysian airline system 


The Excelsior, Hong Kong. 
The first word 


in business sense. 







e 
short- 
cut to 
trading 


Chin 

ale 
China remains a mystery to business- 
men around the world. Which is 
why they have a difficult time assess- 


ing China's potential as a market 
for their products. 








— — Yet, for 23 years, the CHINA 
; | TRADE REPORT has helped China 
Hong Kong boasts Traders eliminate most of the guess- 


work in doing business with this 
enigmatic country; and helped boost 
their profit opportunities. 

This authoritative journal comes 
packed with information and statis- 
tics on China — every month. It 
indexes dates, significant develop- 
ments and contracts; supplies trade 
indicators and up-to-date assessments 
of China’s fluid trade relations. 

An annual subscription to the 
CHINA TRADE REPORT is an 
investment that may well pay better 
business dividends for your business 
in China. 


almost as many fine 
hotels as it does camera 
shops. 

Why then, The Excelsior? 

Because The Excelsior strikes a 
brilliant balance between luxury and 
efficiency. And charges for it realistically, 
so that if your visit is to make money 
rather than to spend it, The Excelsior is a 
sound business decision. 


You won't find an orchid or a chocolate on 


your pillow at The Excelsior. But, as a businessman A confidential monthly newsletter. 
you might sleep sounder, knowing there are stock Exehnalve to subscribers. — — à 
market reports available, a 24-hour foreign exchange desk, ı ORDER YOUR SUBSCRIP-  , 
international direct dialling, and a business centre that's a lot ' TION (12 ISSUES) NOW! 
more than just a token gesture. 1 The CHINA TRADE REPORT is 
i . ı compiled and edited by the Far Eastern 1 
And of course, vou could scarcely dream of a better location 1 Economic Review, Asia's most widely- 1 
` TO , ! read business news magazine. | 
than The Excelsior’s — centrally situated between the i x = 
: ; eur ONE x Post this coupon today! Ti 
commercial and the entertainment districts. ! Circulation Manager, zt 
' Far Eastern Economic Review, Ltd., Or 
, G. P. O. Box 160, e 
, Hong Kong 2 
! Please enter my one year subscription et 
(12 issues) for the CHINA TRADE 
The Excelsior, Hong Kong | lees Dn 
F Marctari | Hotel f- NAME: ———————À i 
An associate o andarin Orienta ote Group [| AEN se a ee i 
i L| 
Hong Kong: The Mandarin. Bangkok: The Oriental. Manila: The Mandarin. Jakarta: The Mandarin E qot Oe ee TUNE em " 
Macau: The Oriental, Vancouver: The Mandarin. Singapore: The Oriental (1986). i City ..................-.-. Steess — 
Kuala Lumpur: The Oriental (1986). San Francisco: The Mandarin (1986). I ‘Country o ea S co AN ra imm ' 

Hong Kong: The Excelsior, an Associate of Mandarin Oriental ' 
For reservation, call *The*feading^Hotels of th World tor your travel agent Annual subscription rates ! 
: HK$2,185 M$720 S$635 US$280 £255 AS390 
ı Sent airmail anywhere in the world. " 


Martell Cognac. The spirit of France. 
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Those who travel regularly on business This guarantees you an aisle or a window 
will value comfort and convenience all the seat, so you're never stuck in the middle. 
way. And with the world's favourite And when you take the American 

airline and the world's favourite charge Express? Card with vou, you can relax in 
card, that's the package you'll get. the knowledge that you have all the 

Only British Airways’ SuperClub offer financial security you'll ever need for 
seats that provide 2-abreast comfort, all business trips. 

the way from the Far East to the UK. Don't leave home without it. 
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Prescription for health 


Reform highlights management problems in China 


By Mary Lee in Peking 

he Chinese leadership has warned 

that "unhealthy tendencies" — cor- 
ruption, various forms of fraud includ- 
ing tax evasion and falsification of pro- 
duction figures — are a danger to eco- 
nomic reforms. While no one has de- 
scribed exactly how the reforms are in 
danger, one implication is that the 
single-minded pursuit of profits at the 
expense of the state will disrupt plans to 
quadruple 1980 economic output by the 
year 2000. Another is that these “un- 
healthy tendencies" will only harden 
and strengthen the stance of opponents 
against economic liberalisation, which 
could lead to a change in policy — if not 
in leadership. 

Drastic efforts have been made to re- 
medy these problems, including sudden 
and sharp controls on bank loans to all 
except export-oriented enterprises 
whose products earn much-needed 
foreign exchange. But a more funda- 
mental problem threatens the reforms: 
the lack of long-term planning and 
development in enterprises, especially 
the huge state-owned factories with 
their moribund management. A young 
political economist in the party central 
committee's propaganda department, 
Wu Jiaxiang, drew attention to this area 
in an essay which he wrote with a col- 
league , Jin Lizuo, of the state economic 
structural reform committee, and pub- 
lished by the Economic Daily in early 
August. 

The article argued that decentralis- 
ing the decision-making power of enter- 
prises would not ensure efficient use of 
scarce financial resources, a major 
problem in itself. It recommended a 
radical solution: that all enterprises be 
turned into joint-stock companies con- 
trolled by shareholders (including the 
state) through a board of directors. The 
board would make policy decisions but 
would not interfere with management 
of the enterprise. Furthermore, idle 
public capital could be tapped by selling 
shares. Wu told the REVIEW: “If a [mar- 
ket] economy is to be achieved, then the 
present form of ‘public ownership of the 
means of production’ will have to be 
changed. 

"State-owned enterprise managers 
face great difficulties," he said. “De- 
spite statements to the contrary, they do 
not really have enough power, even to 
hire or dismiss workers," he explained. 
"No real decentralisation of power has 
taken place . . . the so-called 'competi- 
tion' which is being encouraged is politi- 
cal, not economic in substance because 
the manager has to balance four con- 
flicting interest groups: the state, the 
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workers, the enterprise's development 
and his own survival," the article said. It 
continued: 

"Moreover, many enterprise mana- 
gers do not really want the indepen- 
dence as defined in the reform docu- 
ment because such independence, with- 
out the funds, simply means they lose 
the protection of the state. The problem 
is very serious today because there is a 
new restriction on funding by banks. So 
[managers] are just reconciling different 
interests. The result is that the enter- 


prise suffers because neither the state 
nor the workers are concerned about its 
long-term prospects. The manager may 
be concerned, but without the necessary 
long-term investment funds, there is 
very little he can do about it." 

Taking economic risks is part of a 





| ToN * 
Peking street market: pursuit of profits. 
manager's job, the article argues, but he 
knows that his own promotion pros- 
pects will be affected by risk-taking. So 

e plays safe, and enhances his promo- 
tion prospects by keeping the enterprise 
out of trouble. He understands that his 
promotion depends on the trust of 
higher authorities, who still control the 
fate of the enterprise. 


E ip: solution, Wu argues, is to turn 
State-owned enterprises into joint- 
stock companies. “If you want a com- 
modity economy, you must have a stock 
economy," he said. 

Wu's paper shows up the big holes 
in the economic-reform programme. 
“Rural reforms were based on the re- 
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TN system. The way out of the 


ifficulties facing urban economic re- 
forms is to change the ownership sys- 
tem," he said. Wu said that some oppo- 
nents of his proposals have already ac- 
cused him of thinking along capitalist 
lines." But I do not believe in thinking in 
simplistic socialist or capitalist terms," 
he said. 

The common objective is to set aside 
more funds for investment in infrastruc- 
ture, commerce and industry. With 
equity capital at his disposal, Wu said, a 
manager's decision can free investment 
decisions from interference from either 
the state or the banking institutions (the 
current source of funds for long-term 
projects). 

But Wu concedes that the main diffi- 
culty in turning state-owned enterprises 
into joint-stock companies lies with 
bureaucrats in the ministries controlling 
these enterprises. “If my proposals are 
adopted, the cadres will have no power 
left," he said. The likelihood of Wu's 
proposals being adopted is not very 
great (at least not for the moment) sim- 
ply because they call for a radical 
change in the public ownership of the 
means of production, an area the 
leadership does not want to touch as it is 
the foundation of China’s socialism. 

Press reports indicate that any reor- 
ganisation of ownership of enterprises 
will be confined to small, state-run busi- 
nesses — those with annual profits of 
less than Rmb 200,000 (US$68,917) 
such as small general-goods stores, 

roceries, restaurants, snack bars, 

otels, bath houses, tailors, barber 
shops, repair shops, grain shops, and 
street stalls. A recent Ministry of Com- 
merce statement revealed that 55,000 
such enterprises (70% of the total in the 
country) had been either contracted or 
handed over to collectives or leased to 
individuals or groups. 

Planned reforms in the cadre-man- 
agement system will focus on organisa- 
tional overlapping, undefined functions 
of different organisations, overstaffing, 
inefficiency and the current lack of clear 
standards of assessing performance. 
But these moves do not go far enough, 
Wu argues, to dismantle the administra- 
tive hierarchy. 

Already, Western analysts in Pekin 
who see the merit in Wu's proposals fee 
that he is taking a big personal risk in 
trying to promote them — for his argu- 
ments inevitably point to the in- 
adequacies in the current reform 
guidelines. Nevertheless, that his pro- 
posals have even emerged in print is a 
big step forward, they said. "It is en- 
couraging that someone in the Prop- 
aganda Department is worried about 
the adequacy of the reforms," one dip- 
lomat said. "The Propaganda Depart- 
ment is a powerful unit but until this ar- 
ticle appeared, it seemed only to be con- 
cerned with socialist spiritual civilisa- 
tion — à very boring topic as far as en- 
terprises are concerned." 
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| By Jose Galang in Manila 

Y In its 150-year history, 
Philippine property giant 
Ayala Corp. has sur- 
vived two world wars, 
one revolution, two col- 
A onial regimes and al- 
most nine years of martial law. Yet 
its worst crisis was probably the rift, 
in 1983, of the family which spawned, 
nurtured and still controls the corpora- 
tion. The squabble, caused by funda- 
mental differences in management 
ideas, led to a split which reached as 
high as the corporation’s two most 
senior officers. 
— "To many the conflict only high- 
lighted Ayala’s ability to weather a 
= storm while keeping a firm footing in 
Philippine business, despite the nation's 
- economic and political crisis. Beyond its 
substantial land and other property 
- holdings, Ayala's recent shift from the 
. previous “dictatorial” to a more “demo- 
cratic” form of management is enhanc- 
ing confidence within the organisa- 


| tion — an important ingredient for 
— growth. 
|. Growth seems to come as a matter of 
- course at Ayala. From a partnership be- 
tween Spanish landowner and entre- 
| preneur Domingo Roxas and his em- 
| ployee Antonio de Ayala who together 
— an. 1834 set up a crude distillery (De- 
| stileria y Licoreria de Ayala y Com- 
| | pania), the Ayala empire has grown to 
include financial institutions, food-pro- 
A cessing plants, electronics manufactur- 
Hu ers, entertainment houses and trading 
operations. Its primary assets are still in 
| property — mainly in Manila's financial 
district of Makati — which evoke an 
3 image of stability. This has been an im- 


M rtant strength, particularly during the 

i arsh domestic economic conditions 
l which have resulted in a slew of major 
Y 
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a's property empire after the split - —* 


corporate failures over the past two 
years. 

Ayala’s image has become a major 
factor in the post-split decisions of both 
camps in the family feud. Enrique 
Zobel, who was chairman and president 
of Ayala from 1968 (when the original 
partnership structure was reorganised 
into a corporation) until his retirement 
in October 1983 (some say it was an 
ouster because it came two years earlier 
than scheduled), has labelled the flag- 
ship of his new operations with the 
“Ayala” name — the Liberian-regis- 
tered Ayala International Holdings 
(AIH), through which Zobel now ope- 
rates overseas. 

The current Ayala management, led 
by Zobel’s younger cousin Jaime Zobel 
de Ayala, persistently declares that the 
group has nothing to do with Zobel's 
operations. Sources say these “clarifica- 
tions” are intended to isolate the Ayala 
image from Zobel's continuing haran- 
gue at economic and political institu- 


GROWTH OF AN EMPIRE 
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P1.79 billion (US$96.2 million), includ- 
ing P448 million of land and P 17.3 mil- 
lion of property and equipment. 

Avala's thrust into real-estate deve- 
lopment in the late 1940s — the original 
partnership founded by Roxas and de 
Ayala had ventured by then into sugar 
and cotton farming, alcohol distilleries, 
coal mining, manufacture of dyes and 
rope and operation of street cars — 
exemplified the bold moves which 
characterised the family's business. Bv 
developing tracts of its Makati property 
south of Manila (against the trend of the 
time, which was towards development 
north and east of the city), the A yala en- 
terprise firmed up its entrepreneurial 
image. 

The group also emphasised quality in 
its developtnents unusual for that time. 
Today, Ayala-developed residential 
areas such as Forbes Park, Dasmarinas 
Village, Magallanes Village and New 
Alabang Village are home to many mid- 
dle- and upper-class families and most 





| Stockholders’ 
equity 


93.18 





tions in Manila. (Even before he left 
Ayala, Zobel was publicly critical of 
policies of Marcos and government 
technocrats, and was at one time 
suggested as a possible presidential can- 
didate.) 


here is bitterness, despite the polite 
farewells and generous outpourings 
of gratitude during formal ceremonies 
which marked Zobel's departure. The 
split-up and the bickering detract from 
the impressive growth achieved by the 
roup under six generations of Ayalas 
which evolved from three ancestral 
families, the Ayalas, the Zobels and 
landowner Roxas). 
Ayala Corp. now counts nearly 60 
entities among its investments, At end- 
1984, Ayala itself had total assets of 


1978 | 22322 |13014|1.008.57 | — 69728 - 


— 198 | 399.64 [10476 | 104336 — 
| 1984 | 635.93 [142.27 |1,791.22 | 1,136.38 | 


Zobel: family rift. 


expatriates in Metro-Manila. Develop- 
ment concepts introduced at the 
pioneering Forbes Park have been 
copied in other projects in the Philip- 
pines and Southeast Asia. Ayala-de- 
signed commercial centres are also 
among the most progressive in Metro- 
Manila, 

The physical improvements which 
appeared in Ayala's Makati soon at- 
tracted both the country's big and small 
businesses. The suffocating congestion 
in inner Manila also contributed to the 
trek towards Makati. A recent count 
put the number of offices in the new fi- 
nancial district at around 30,000. 

That successful thrust into property 
development, which accounted for the 
bulk of A yala's revenues until recently, 
was credited mainly to Joseph McMick- 
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ing, an American who.m 
family and became involved in the 
group's affairs in 1931. The feat was 
made more significant by the fact that, 
according to McMicking, the company 
"was as short of cash as the next fellow" 
while it was developing its first residen- 
tial project, forcing the firm to sell off 
some holdings to remain liquid. 
Another high point in Ayala’s his- 
tory was the decision in 1968 to reor- 
ganise the then 134-year-old A yala gen- 
eral partnership into a corporation. 
Other old business houses, such as 
another major property developer Or- 
tigas and Co., lingered too long as 
partnerships, finding it extremely dif- 
ficult — because of widely differing 
ownership personalities and complex 
government rules — to adapt quickly to 
changing times. In the case of Ayala, 
the incorporation was accompanied by a 
turnover in top-level management. The 
wld guard, led by McMicking, passed on 
management of the business to the new 
generation. led by Zobel, who was 
elected chairman and president, and 
Zobel de Ayala, senior vice-president. 
Most other members of the three 
families maintained their presence 
through Mermac Inc., which has owned 
mbout 45% of Ayala Corp. since its es- 
Kablishment. Four major units affiliated 
with the dissolved partnership —.A yala 
Securities Corp., Makati Development 
Corp.. Rizal Realty Co. Inc., and Delta 
Development Corp. — were merged 
anto Ayala in May 1968. That propped 
1p the status of the new corporation as 
ne of the largest Filipino enterprises. 


Wi land sales and rental income 
steady, the corporation was able to 
naintain its growth year after year. Re- 
wenues rose from P 13.35 million in 1968 
Ko P635.93 million by 1984. The corpo- 
wation had accumulated assets of P 1.79 
Million by 1984, from P131.5 million in 
N968. In 1968, the company had invest- 
ments in three wholly owned. subsi- 
diaries and six affiliates. By 1983, in- 
westments in about 60 affiliates and 
"ther companies were valued at P451 
million. 

The entry of Japanese equity into the 
corporation in 1973, when the Mit- 
subishi group bought 20% of the stock, 
urther enhanced the Ayala image. That 
was to be the start of a string of joint 
ventures between Ayala and other Ja- 
»anese groups in different industries. 
"And Mitsubishi's experience in trading 
yperations gave Ayala a channel to 
vorld markets. 

[he turmoil of 1983-84, arising 
rom the murder of opposition leade:i 
jenigno Aquino and the subsequent 
mpheaval that led to a severe finan- 
ial crisis in the Philippines, did not 
top Ayala's revenues and profits from 
ising. Land was still widely considered 

hedge against uncertainty. But at 
hc same time, a different kind of up- 
acaval was simmering at the House of 
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thrived 
Forbes Park 
residential subdivision, which launched the conglomerate into 
the property business in the late 1940s, was a natural attraction 
AS " well-to-do trving to recover from the ravages of World 
ar H. 
The commercial centre initiated in the early 1960s in Makati, a former 


Ayala Corp.'s ventures into real-estate dev 
on the “snob appeal" of the projects. The pl 





grassland far from the congested city core, on the other hand, with the in- 
creased demand for office and commercial space precipitated by the country's 
eagerness to jump into industrialisation. | 
A sister project to Forbes Park, the Alabang Village, developed south of 
Makati in the late 1970s came just in time to satisfy the needs of an ex 
middle class. Whether a planned similar residential undertaking in Quezon 
City, north of Manila, will gain the same response from a middle class that is 
currently taking a beating from adverse economic conditions remains to be 
seen. 
Ayala retained firm control over the areas of these projects to ensure itself 
deviations from the planned up-market image. In exchange for this 
control, Avala pegged selling prices and rental rates that were lower than 
those prevailing in other developments. 
Forbes Park, still the most prominent feather in A vala's property develop- 
ment cap, was undertaken at great risk. When ground was broken for the pro- 
in 1948. most development was taking e in the northern and eastern 
es of Manila, the onlv areas to put up a business according to the conven- 
tional wisdom at that time. 
The project's proponent, Joseph McMicking, who teamed up with Enrique 
Zobel de A yala's second son, Alfredo, in overseeing the Ayala clan's business 


interests — the eldest son Jacobo (the father of Enrique , Ayala chair- 
man and president from 1968 to 1983) was pursuing a m career at the 


time — envisioned a country-club atmosphere for Forbes Park. He even 
negotiated the 
transfer of the Man- 
ila Polo Club to the 
subdivision for it to 
—— the desired 
mage. | 

veas Meer 
members to live 
in the subdivision 
themselves to con- 
vince the market 
that it was worth 
moving there. Sub- 
sequently, security 
in the area had to be 

tened because a 









"uwqvvtvvTsesJ4:)r) 





dd — 
Ayala Avenue: home to large corporations. ; 
sion began selling at P6 (32 US cents) a m2, a bargain when compared to going 
rates six times higher for lots along Manila Bav. 

The up-market concept became so successful that Ayala was soon duplicat- 
ing it in other projects: San Lorenzo Village in 1952, Bel-Air in 1954, Ur- 
daneta in 1957 and Magallanes and Dasmarinas in 1962. Another Ayala pro- 
ject, San Miguel, which was opened in 1960, did not develop quite like the 
others 


At the Makati commercial centre, land is not for sale. Rather, property de- 
velopers wishing to erect buildings can only get 25-vearleases. That, à 
to Ayala, is intended to retain control over how the land is being used. In pre- 
vious commercial projects, the areas became blighted as property owners im- 
plemented diverse developments according to their own ideas. 

The commercial centre's main thoroughfare, Ayala Avenue, is currently 
home to most of the country's largest corporations and banks. Development 
has — over to surrounding areas, where rents are currently lower. 

eprints for the commercial centre have been prepared beyond current 
uirements. By 1990, for instance, the main structures will be with 
higher buildings to accommodate a projected much bigger ; 


— Jose Galang 
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| brain cancer. 
| sources, had noted that Soriano ap- 
| peared to be leaning politically towards 
| the government of President Ferdinand 
| Marcos. Zobel, at the time, was actively 
| involved in the affairs of the newly or- 
| ganised Makati Business Club, a forum 
| of business groups formed to evaluate 
| economic trends and suggest possible 
| solutions. The club took mainly critical 
. views of government economic policies. 
|» But the most widely known reason 
| for Zobel's direct challenge to the San 

. Miguel leadership was the power vested 
| in S niano by the board of directors in 
1982 to assign these broad powers to 
other San Miguel executives. Feeling 
 bypassed (given that Ayala then owned 
the biggest block of shares 
in San Miguel), Zobel 
contested the action be- 
fore the Securities and 
Exchange Commission. 
Losing that, Zobel in Jan- 
 uary 1983 started buying 
San Miguel shares, osten- 
| sibly in preparation for 

the May stockholders’ 
meeting. Soriano retalia- 
ted by rounding up shares 
| at a higher price. Zobel 
.| ended up ges: his hold- 

ings, at a profit, to the 
| group of coconut industry 
magnate and Marcos 
.| crony Eduardo Cojuang- 
| co (who had no previous 


direct ties to Ayala, 
M though his United Coco- 
| nut ills had in 1979 


| bought some coconut-oil mill facilities 
from Ayala Corp.). who eventually 
ained control of San Miguel after 
oriano's death in 1984. 
| Losing the battle with Soriano, 
Zobel withdrew investments of the 
Ayala group from San Miguel. Al- 
though the move initially had the ap- 
roval of other family members, after 
P obel convinced them that rece. the 
- company out of politics would be in its 
best financial interest, the disappoint- 
ment at losing that placement in a 
proven profitable venture became an ir- 
ritant in family relationships. Insiders 
said that McMicking, the family pat- 
riarch, was most critical of Zobel's deci- 
sion. 





i t has never been acknowledged 

publicly, but the strained relationship 
led to Zobel's early retirement from 
Ayala Corp. He stayed longer at the 
Ayalas' financial flagship, the Bank of 
the Philippine Islands (the second- 
largest private domestic commercial 
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remained on the sidelines. 
Many Ayala employees say their 
morale now is higher, especially after 
seeing Zobel de A yala's "fresh manage- 
ment ig Oe over the past year — 
—— is 25 years as vice-chairman 
and senior vice-president under Zobel. 
While Zobel was known for his "dic- 
tatorial" and "paternalistic" style, most 
Ayala executives welcome Zobel de 
Ayala’s “democratic” form of manage- 
ment. They say that Zobel de Ayala has 
made the company's management com- 
mittee a true venue for decision-mak- 
ing. Under Zobel, that committee was 
merely a ceremonial forum which con- 
vened with an agenda already finalised 
by ap management, according to some. 

e two personalities differed in 
other ways. Zobel was more outgoing, 





while Zobel de Ayala is quiet and re- 
served. In fact, some say Zobel de 
Ayala is difficult to approach. Zobel has 
basic training in agriculture, having 
studied animal husbandry in California. 
Zobel de Ayala, who insists he is "peo- 
ple-oriented," took the Advanced Man- 
agement Programme at Harvard Uni- 
versity Graduate School of Business. 
He was the Philippine ambassador to 
the Court of St James for four years 
from 1970. 

One of the first things Zobel de 
Ayala ordered when he took over at 
Ayala was a hiring freeze — but no re- 
trenchment. He also trimmed what he 
saw as excess fat in the corporation. In 
the first year of Zobel de Ayala at the 
helm, Ayala increased its 1984 net profit 
by 22% to P142 million. Revenues, 
however, declined from P658 million to 
P636 million “mainly on account of the 
absence of major asset and investment 
disposals in 1984." Total assets ex- 
panded 10% to P1.79 billion at the end 
of 1984. He has mentioned plans to in- 
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 Zobel's reported strong-arm style o 
—— HAr to be faulted, how- 
ever. In many Philippine companies, 
such a style has proved effective in ex- 
tracting both lo’ a and results from 
workers, according to experts. How- 
ever, there has been an apparent shift 
towards other, more scientific methods 


in recent years. 


S ome businessmen who follow Zobel's 
operations say that in his later 
years with Ayala he had become “more 
involved in [the] high-finance type of 
operations,” For instance, the Liberia- 
registered AIH, which he bought from 
Ayala upon his retirement for nearl 
P200 million, has been identified wit 
little-known projects which are not 
viewed as being as successful as those 
undertaken by the conglomerate at 
home. 

Zobel also had some deals which 
have turned out to be far from initial ex- 
pectations. One was the sale of the 
Ayala share in the Hongkong-based 
China Underwriters Life and General 
Insurance Co. to the Carrian Group. 
Ayala encountered difficulty in collect- 
ing payments for that sale. In 1982, 
Zobel also established ties with Bishop, 
Baldwin, Rewald, Dillingham and 
Wong, a Hawaii-based investment firm 
which later was alleged, in US media re- 

Orts, to be a CIA operation aimed at 
aunching destabilisation campaigns in 
Hongkong and Manila (REVIEW, 
20 Oct. 83). (The CIA has denied this.) 
The company went bankrupt in- 1983, 
but A yala's Honolulu office then said its 
investments had been pulled out in 
time. 

Zobel is currently bullish about pros- 

ects for the Brunei-based Island Deve- 
opment Bank (IDB) of which he was 
recently named chairman. Zobel's out- 
fit owns 20% of IDB. Another 20% is 
owned by Japan’s largest bank, Dai-Ichi 
Kangyo, while the majority interest is 
owned by the sister of the Sultan of 
Brunei, Princess Rashidah, along with 
the royal family’s QAF Investments. 
Also, a 50-50 joint venture between 
Zobel's AIH and Merrill Lynch and Co. 
of the US, called Merril Lynch Ayala 
International, operates from Singapore. 

In Manila, Zobel has E. Zobel Hold- 
ings Inc., Enzo (Philippines) Manage- 
ment Inc. and Ayala International 
(Philippines) Inc. No other member of 
the Ayala family is known to be an in- 
vestor in Zobel's businesses. During 
ceremonies marking Zobel's retirement 
from Ayala, some executives recall him 
saying that "the tide may reverse in the 
future." This was interpreted as a desire 
to return to the conglomerate at some 
later time. However, that possibility 
may have been pre-empted by a recent 
amendment in the Ayala by-laws ban- 
ning a competitor from seeking a board 
seat. Oo 
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Did you know that many of 
your telephone calls pass 
through the air? 

A telecommunication network 
needs different routes to ensure 
reliability and flexibility. That's 
why your telephone calls are 
sometimes beamed through the 
air from one radio tower to the 
other. This method is called 
microwave radio. It uses dish 
antennas to beam and receive 
highly focussed radio waves. 
They can span very large dis- 
tances using very little energy. 
And they are not only used for 
telephone calls. Television pro- 
grammes can be relayed from 
the studios to the transmitter. 

Or data can be routed from com- 
puter to computer. All through 
the air. 


Engineers at ANT Telecommuni- 
cations helped develop micro- 
wave radio way back in the 
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West Germany and other coun- gs 
tries. One single microwave — A ni 
system in our wide range of ana- 
logue and digital models can 
even transmit 2,700 telephone 
calls simultaneously. Reliably 
and economically. 


With our technology we help 
bring people together. Whenever 
they want. So that they can 

understand each other better. 












pioneering days. Today we are 
still at the cutting edge of technol- 
ogy. We have helped build the 
microwave radio networks in 


ANT Nachrichtentechnik GmbH 
GerberstraBe 33, D-7150 Backnang 
Fed. Rep. of Germany 

Tel. (7191) 13-1, Telex 724 406-0 
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The steady — growth 
achieved by Ayala 
Corp. has consistently 
been cited as an exam- 
ple of the advancement 
of entrepreneurship in 
the Philippines. Economist. Bernardo 





Villegas of the think-tank Centre for: 


Research and Communication reflects 
this view when he says that the Ayala 
conglomerate “typifies the indepen- 
dent, apolitical business establishment 
that adapts creatively to a changing 
socio-economic environment.” 

The enterprise;s evolution from a 
small partnership in 1834 into a diver- 
‘sified property giant saw dramatic 
strides, sometimes against great adver- 
sity. However, ach of Ayala’s most 
aggressive expansion came after the 
partnership was transformed into a cor- 
poration in 1968. 

With the success of its property- 
development project in the early 1950s 
that transformed Makati from a sleepy 


"town a few kilometres south of Manila 


into a progressive commercial and fi; 
nancial district, Ayala proceeded to 
make investments in a wide range of ac- 
tivities. Its main strength at that stage of 
its expansion, however, was in insur- 
ance and finance. . 

It was also during those years, when 
the government was encouraging the es- 
tablishment of import-substitution in- 
dustries to push economic development 
from its purely agricultural base, that 
local businessmen had relatively liberal 
aceess to low-cost funds. Because of 
weak controls by government and the 
lack of good business advice for indus- 
try, much of the money spent in those 
industries*ended up wasted. 

It would have been easy for an or- 
ganisation such as Ayala to join the 
many who drew loans and later failed to 
account for the assets these funds were 
intended to develop. Ayala opted to 
play it straight. 

It embarked on a selective invest- 
ment programme, mostly using funds 
generated internally from real-estate 
sales and rentals. This method not only 
proved the viability of Ayala's philoso- 
pv, it also gained it the respect of the 

usiness community. It was this image 
which boosted Ayala’s credibility when 
it needed to expand yet again. 

It was in these days that Ayala 
firmed up its foothold in insurance and 


finance, under the guidance mainly of 


Jose McMicking, the father of Joseph 
(who married Mercedes Zobel in 1931), 
and other local associates. Aside from 
the wholly owned subsidiary FGU In- 
surance (which was itself composed of 
four units), Avala increased invest- 
ments in the Bank of the Philippine Is- 
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lands (BPI), Filipinas Life Assurance 
Corp., Philippine Guaranty Corp. and 
Universal Reinsurance Corp. (In 1984, 
the insurance firms alone accounted for 
combined premiums of P954 million, or 
about US$51.3 million.) 

Ayala also is widely seen as having 
managed its growth into a conglomerate 
without having to rely on close associa- 
tion with ruling powers in government. 

With revenues of more than P635.9 
million in 1984, Ayala is among the 
country’s 100 largest corporations in 
terms of turnover. Its total assets at end- 
1984 amounted to some P1.79 billion, 
while stockholders’ equity came to 
P.1.14 billion. The company had a very 
modest debt-to-equity ratio of 0.42:1 
and current assets-to-current liabilities 
ratio of 1.56:1 as at end-1984 (compared 
to end-1983 levels, respectively, of 
0.39:1 and 2:28:1) despite depressed 
business conditions during the period. 

With the deep economic recession in 





the Philippines which began late in 1983 
still being felt, the years of high growth 
may be over for many local firms, in- 
cluding Ayala. 

Clearly the need at Ayala is for a 
consolidation of its resources — particu- 
larly now that the group has realised 
that it went into areas it knew little 
about at the height of its diversification 
in the late 1970s. It also needs to redi- 
rect its sales strategy towards overseas 
markets, to offset low domestic demand 
caused by high unemployment. 


J aime Zobel de Ava!a, who is enter- 
ing his third year as Ayala president, 
takes a' positive attitude towards the 
current developments. He has an- 
nounced further company investments 
and expansion of production capacity in 
some sections of the conglomerate. Al- 
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though he has not said so in so many 
words, the strategy is understood to be 
providing added boost in areas where 
the company has established strength 
and putting a lid on diversification. 

Among the areas where Ayala will 
invest further are food production, 
microelectronics assembly (where the 
group maintains steady revenue despite 
the current weakness of the semicon- 
ductor market) and real-estate develop- 
ment. Except in food-related industries, 
the outlook for at least the next three 
years is expected to be bleak for most in- 
dustries in the Philippines, according to 
local economists. The World Bank has 
forecast that personal consumption will 
remain depressed until 1990. 

Similar difficulties have been faced 
and overcome before by the group, and, 
Zobel de Ayala asserts, “we shall face 
tougher challenges with renewed vig- 
our, backed by the financial solidity and 
manpower capability that have enabled 
Ayala to exist and grow over the past 
150 years." 

‘Present conditions have certain 
parallels to the crisis of 1969-72 — which 
eventually led to the declaration of mar- 
tial law on 21 September 1972 by Presi- 
dent Marcos. Busy then in the develop- 
ment of several plush residential sub- 
divisions around the, booming Makati 
commercial and financial district, the 
company continued to record rising re- 
venues despite the then-weakening 
economy. 

It was also during that period of up- 
heaval that Ayala became involved tor 
the first time in a real-estate project 
abroad. A group of Thai companies in- 
vited Ayala to be their technical consul- 
tant — mainly by correspondence — for 
a project in Bangkok. The Thai group 
was led by Navachan Co., according to 
Ayala records. That project was to be 
followed by several others in the region. 

The corporation's dramatic growth 
came during the 1970s. In 1974 alone, it 
had to spin off two operations because 
of their large volume of business: 
Makati Development Corp. , to oversee 
the 274 million in road-construction 
contracts the company had won that 
year alone, and Ayala Realty and Deve- 
lopment Corp., to manage building- 
construction projects. 

In finance, Ayala’s BPI took over 
the People’s Bank and Trust Co. and 
Makati Leasing Corp. expanded into 
consumer financing. The Ayala Fund 
Inc. was set up as a closed-end mutual 
fund to further mobilise savings and “to 
provide the man-in-the-street access to 
our group’s profitable investment op- 
portunities.” To manage this new com- 
pany's portfolio, the Ayala Investment 
Management Inc. was organised. 

The company in 1974 also acquired 
majority interest in Legaspi Oil Co. 
Inc., which was then one of the coun- 
try's largest coconut-oil millers and ex- 
porters. The Japanese group Mitsubishi 
Corp. was invited by Ayala to take a 
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40% share in that company. Substantial 
investments were also made in Globe 
Mackay Cable and Radio Corp. (a 
major international telecommunica- 
tions outfit), LMG Chemicals Inc. (a 
synthetic-detergent manufacturer), and 
Progam Realty and Development Corp. 
(a real-estate company, jointly owned 
with Procter and Gamble). 

The group's marketing capability 
was boosted with the acquisition of a 
majority interest in Connell Bros. Co. 
(Philippines), at the time one of the 
leading marketing and distribution or- 
ganisations carrying a wide range of 
consumer products. The company also 
acquired the Makati Machinery and 
Equipment Co, Inc., further intensify- 
ing the company’s thrust into non-tradi- 
tional lines. 


n 1975, Ayala joined the rush towards 

tourism-oriented projects (prompted 
by various international conferences ex- 
pected to be held at the newly com- 
pleted Philippine International Con- 
vention Centre, with the World Bank- 
IMF meetings in 1976 as the biggest) 
with investments in the Manila Penin- 
sula Hotel Inc. and Philippine Hoteliers 
Inc. (owner of Manila Garden Hotel). 
Further investments were made in 
Davao Insular Hotel and Calatagan Re- 
sort, both major tourist undertakings in 
the provinces. 

In August 1976, Avala announced an 
offering to the public of nearly 10.7 mil- 
lion shares — then worth a total P45 
million. Within a week, the number of 
Avala shareholders rose from 1.016 to 
4,451. By November 1976, the com- 
pany's shares were listed on the Manila 
and Makati stock exchanges. It was also 
during that vear that the chief mechanic 
at Avyalas equipment-maintenance 
pool was elected to the board of direc- 
tors as a Workers’ representative. 

Nonetheless, the company also had 
its disappointments. In 1979 it had to 
sell Legaspi Oil to a group of coconut 
planters then organised by the United 
Coconut Planters Bank, controlled by 
Eduardo Cojuangco who later or- 
ganised the United Coconut Oil Mills 
Inc. which subsequently cornered no 
less than 60% of the Philippines’ 
coconut-oil exports. After its takeover 
by Ayala, the mill had encountered dif- 
ficulties in getting enough copra to 
maintain a viable milling operation. 

The company's thrust into con- 
sumer-products distribution ran into a 
downturn in consumer spending, forc- 
ing Ayala to mothball most of Connel! 
Bros operations and scale down Ma- 
kati Machinery in 1982. Other ven- 
tures which soured were a toy-making 
firm, oil exploration, some agribusiness 
lines and an investment in a local milk 
producer. A planned major tin-can pro- 
Ject never took off. Most Ayala execu- 
tives profess little knowledge of the 
company's unsuccessful ventures. 

— Jose Galang 
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The new head rests | 


on broad shoulders 


The Bank of the Philip- 
pine Islands (BPI), the 
flagship of the Ayala 
Corp. in the financial 
sector, is structurally 
one of the best-suited 
commercial banks in the country to 
meet the current economic crisis and 
adapt to swiftly changing conditions, ac- 
cording to local financial experts. 

That it is an Ayala affiliate (Ayala 
owns about 40% of the bank capital) — 
on top of the Roman Catholic Church's 
20% ownership — is enough to elicit a 
great deal of public trust. But its status 





as the country's second-largest private. 


bank, in terms of assets, is also due to its 
large reserve of managerial talent. 
Another major shareholder is Mor- 
gan Guaranty Trust Co., which owns 
20%, 

These fundamental strengths are a 
major factor in maintaining stability at 
BPI, despite the rash of resignations 
among some senior and middle-level 
executives that followed the departure 
of former bank chairman Enrique 
Zobel in March. Some, but not all, of 
those who quit BPI later joined Zobel at 
his new firm, Enzo and Associates Inc., 
an all-Filipino management and invest- 
ment-services venture. 

Zobel retired from Ayala in 1983, 
after a bitter squabble with other mem- 
bers of the family which controls ‘the 
conglomerate. At that time, however, 
he said he would retire from the bank as 
scheduled — or when he reaches 60 — 
in 1987. Worked out, reportedly, at the 
insistence of Jaime Zobel de Ayala, his 
cousin who took over the helm at Ayala 
after his departure, Zobel's early exit 
from BPI rocked the banking commu- 
nity when formally announced. 

Although he was instrumental in 
Zobel's early retirement from the bank, 
Zobel de Ayala initially declined to ac- 
cept the chairmanship. He agreed even- 
tually, but formed a committee to act as 
chief operating officer, a position he 
would not accept. Thus far, the discus- 
sions in that body have not been un- 
wieldy enough to cause any damage in 
the members' relationships. À 

Senior BPI officers deny that the 
series of resignations (numbering about 
.15) has created a crisis at the bank. They 
say that the vacancies were quickly fill- 
ed “with capable people." A BPI pro- 
gramme designed to maintain a reason- 
able supply of staff with managerial ap- 
titude keeps the bank constantly pre- 
pared for natural attrition, the officers 
said. 

While the most immediate reason 
cited for the BPI resignations . was 
the Zobel departure and the personal- 
ity and management-style differences 





among top officers, the fact that BPI it- 
self was an evolution of different banks 
over the years was seen as a major-con* 


tributing factor to the friction among. 


key officers in the bank. This is exacer- 
bated, too, by a recent discovery within 
the bank that most of its staff are not ac- 
curately aware of what other units are 
doing. A programme for a more effec- 
tive dissemination of information about 
the bank and its various sections has 
been implemented, with results still 
being awaited. 

Speculation and gossip on these 
developments at BRI obscure the more 
basic strengths of the bank, officers say. 
BPI is the oldest bank in the Philip- 

ines. It was established originally as 
—— Espanol-Filipino de Isabel ÎI in 
1851 when trade between Asia and 
Europe passing through Philippine 


ports was expanding. In 1912, the bank 
adopted its present name owing to in- 
creased volume of business and the es- 





tablishment of correspondent relations 
with a few foreign banks. 

Since then, the bank's growth was 
highlighted by its acquisition of several 
financial institutions, including People's 
Bank and Trust Co., a medium-size 
commercial bank which counted Mor- 
gan Guaranty Trust Co. among its 
major investors, in 1974; and Commer- 
cial Bank and Trust Co., at one time one 
of the leading commercial banks, in 
1980. During the past year, BPI ac- 
quired Family Bank and Trust Co., a 
leading retail bank, and People's Deve- 
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lopment Bank, a small outfit operating 


in the province-of Cavite. 

BPI was originally set up through a 
decree issued in Spain (the Philippines 
was a Spanish colony for nearly 300 
years). It underwent several transform- 
ations until temporary closure during 
the Japanese occupation of the Philip- 
pines in World War II. When it re- 
opened in 1946, it required substantial 
rehabilitation assistance from the gov- 
ernment. In 1969, Ayala Corp. acquired 
the largest shareholding in BPI. 

As at end-1984, BPI accounted for 
total resources of P21 billion (US$1.1 
billion) and stockholders’ equity of 
P.974 million. Total deposits during the 
year more than doubled to P15.05 bil- 
ion from the previous year-end's P6.94 
billion. The financial crisis, which 
started in August 1983 and spilled well 
into 1984, saw depositors moving their 


accounts from smaller and unstable 
banks to more established. institu- 
Hons 


BPI was among the few domestic pri- 
vate banks which saw a sharp increase in 
deposits in 1984. They were in direct 
competition with the local branches of 
foreign banks, which were seen as the 
most stable during critical times. BPI's 
attractiveness to depositors was particu- 
larly significant as it did not follow the 
other banks in raising interest rates on 
savings deposits (which, in 1984, 
reached P6.03 million, up 79% from 
the year before) 


he bank has been one of the few in- 

stitutions that have effectively 
adapted to the changing economic envi- 
ronment. For instance, BPI officers 
read correctly trom the financial crisis of 
1983-84 that the monctary authorities 
would soon come knocking on the 
Stable banks’ doors asking that the 
weaker ones be absorbed. 

To avert the possibility that the cen- 
tral bank would force it to take over an 
institution that it did not want, BPI 
moved early and started scouting 
around for choices of its own, 

The first target was actually Banco 
Filipino, the leading savings bank be- 
fore it was placed under receivership by 
the Central Bank of the Philippines. 
However. BPI's discussions with the 
bank's owners fell through over their in- 
sistence of the owners to include the 
bank's subsidiaries — mostly in prop- 
erty development — in the transaction. 
Family Bank came to BPI shortly 
after and finalised a deal within three 
weeks. 

In BPI's plans, Family Bank will play 
a key role in consumer financing, par- 
ticularlv appliance and housing loans. 
Family Bank's network of more than 
120 branches nationwide will be valu- 
able in that scheme. On the other hand, 
the People's Development Bank will be 
BPVs conduit into agribusiness. Cavite, 
the base of People's Development 
Bank, is being developed into a “food 





ga hy 















o-Manila (which, at 





present, £ ts its vegetable supplies from 
as faras Baguib City, more than 200 km 


to the north; Cavite is only about 25 km 
south of Manila). 

In its lending operations to private 
business, BPI deals with only the top 
corporations. Bank officers, however, 


'would not say how much a company's 


net worth would have to be to secure 
funds from the bank. At end-1984, the 
bank had a loans-to-deposits ratio of 
0.64: 1.. 

Recent lending has been to com- 
panies in the export sector, pharmaceu- 
ticals, manufacturing, garments and 
electronics. Despite the currently low 
domestic demand, which has depressed 
many business concerns’ operations, 
the bank is not burdened with bad 
accounts, according to bank offi- 
cers. 

During the severe financial crisis fol- 
lowing the political uncertainties in Au- 
gust 1983, banks made money in 
foreign-exchange transactions. From 
November 1983 to June 1984, however, 
the central bank required all banks to 
turn over dollar receipts so that these 
could be apportioned for the most criti- 
cal imports, then threatened by the 
small inflow of foreign exchange. 

By late 1984, however, the profit 
centre for banks shifted to loans, as 
central-bank debt instruments offered 
yields of up to 37% a year, pushing up 
interest on bank loans to 55% in some 
cases. 

The bank does not anticipate an eas- 
ing of the tight credit situation until 
1987. BPI is reported to be among those 
who feel that the peso will again fall in 
value against the US dollar within the 
next few months. In anticipation, the 
bank has been beefing up its staff in its 
treasury and corporate-banking divi- 
sions. 

BPI has also been particularly active 
in its international operations. A re- 
cently acquired deposit-taking company 
in Hongkong, Ayala International Fi- 
nance, has been renamed BPI Interna- 
tional Finance. The Hongkong unit ex- 
pects to cash in on the relatively upbeat 
mood in the territory and eventually ex- 
tend financing to exporters and import- 
ers operating there. The Hongkong 
company is also represented in Malaysia 
and Indonesia. 

In 1978, BPI was one of six Philip- 
pine banks which jointly established a 
commercial bank in New York, the 
Asian International Bank. BPI is cur- 
rently wrapping up plans to convert 
that into a BPI branch, after formalis- 
ing its acquisition with the other part- 
ners. 

Eventually, the bank expects to open 
more branches in other Southeast Asian 
nations, not only to cover the increasing 
financing requirements in the area but 
also for the support that Ayala Corp. 
will need as it pushes through its trading 
operations. — Jose Galang 
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he current weakness of the Phi- 
lippine .stockmarket, which. is 
shortag 









due to vestible funds 
and lo u fidence, - 
depressed th r ance 0 

Avala Corp. shares. Since the start 
of the year, the s rice had fall- 
en by 9.8% to P 1.84 (9 US cents) at 


the end of August. 

Nonetheless, Ayala — along 
with a few other issues (mainly 
Philex Mining. Globe Mackay, San 
Miguel and Philippine Long Dis- 
tance Telephone Co.) — remains 
favoured by market € One 
stockbroker member of the Makati 
Stock Exchange remains convinced 
that because it is still the largest 
owner of land and property in 
Metro-Manila's main financial dis- 
trict, Avala remains a "safe" in- 
vestment. | 

Stock analysts are projecting 
that Ayala should be able to at least 
maintain this year its 1984 cash pay- 
out of P0.05 a share, which at the 


EARNINGS AND PAYOUT 


(P a share) 






end-1984 price level translated into 
a Fran 2.5%. At ec Be -— 
closing, the projected y or 
sees —— 7*6. 
yala’s current. management, 
headed by Jaime Zobel de Ayala, 
has hasised its commitment to 
the profitability of the 
conglomerate. Company insiders 
say Zobel de Ayala's efforts at 
keeping costs to a minimum have 


been largely effective. Even such a 
simple scheme as en conserva- 
tion seems to be res in sub- 


stantial savings for the group, 
sources said. 

saos T the past five years, 
Ayala dividends have weaken- 
ed from P0.09 a share (with earn- 
- a share of P0.27) in 1980 to 


P0.23) in 1984. 

An abnormal rise in the divid- 
ends paid was recorded in 1983 — 
P0.21 a share — due to gains from a 


f share in 
pres 
Miguel. — Jose Galang 
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1985 INTERIM RESULTS 





Swire Pacific Limited 


Consolidated results for the six months ended 30th June 1985 
and 1985 interim dividends 
Results Swire Pacific Limited's attributable profit for the first half of 1985 was HK$615.9 million, which 


represented an increase of 29% over that of the equivalent period in 1984. The unaudited consolidated 
results for the six months ended 30th June 1985 were: 











Six months ended Year ended 
30th June 31st December 

1985 1984 1984 

HK$m HK$m HK$m 

Turnover 6,595.9 5,703.3 11,996.8 

Operating profit 850.4 819.3 1,720.4 

Net interest income/(charges) 7.3 (6.4) (13.9) 

Net operating profit 857.7 812.9 1,706.5 

Share of profits less losses of associated companies 31.2 22.5 58.9 

Profit before taxation 888.9 835.4 1,765.4 

Taxation . 1644 1539 . 3003 

Profit after taxation 724.5 681.5 1.464.5 

Minority interests 108.6 204.1 415.7 

Profit attributable to shareholders 615.9 477.4 1,048.8 
Earnings per share: 

‘A’ shares 148.2€ 131.5¢ 271.2¢ 

'B' shares 29.6¢ 26.3¢ 54.2€ 





Interim dividends The directors of Swire Pacific Limited have today declared interim dividends for 1985 
of 44.0€ per ‘A’ share and 8.8¢ per 'B' share. 





1985 3 1984 
Interim Interim Final Total 
Dividends per share: 
'A' shares 44.0¢ 39.0¢ 87.0¢ 126.0¢ 
‘B’ shares 8.8¢ 7.8¢ 17.4¢ 25.2€ 




















The interim dividends are payable on 1st November 1985 to shareholders on the register at the close of business on 
27th September 1985; the share registers will be closed from 16th September 1985 to 27th September 1985, both dates 
inclusive. 


In accordance with Article 135(a) of the Company's Articles of Association, the directors have resolved that the interim 
dividends will be satisfied partly in the form of an issue of additional shares by way of scrip dividends and partly by 
minimum cash dividends of 1.0¢ per ‘A’ share and 0.2¢ per 'B' share, the minimum cash dividends being paid in order to 
ensure that the shares of the Company continue to be Authorised Investments for the purpose of the Trustee Ordinance 
of —* Kong; but that shareholders will be given the option of receiving their interim dividends in cash in place of part 
or all of such scrip dividends. Full details of the scrip dividend procedures will be given in a circular which will 
accompany the complete Interim Report to be sent to shareholders on 9th September 1985. 


Prospects The results of the Swire Pacific Group for the second half of 1985 are expected to be maintained at 
satisfactory levels and in particular the operating profits of Cathay Pacific Airways should be higher than those of the 
first half-year. The property and industries divisions should continue to perform strongly during the remainder of the 
year; levels of activity in trading and offshore services are expected to remain relatively depressed. 


With a broad spread of activities, prospects for the Group as a whole for the full year are good and | expect that the 
final dividends to be recommended will be at least double the interim dividends. 


H.M.P. Miles 
Hong Kong, 30th August, 1985 Chairman 


:]Swire Pacific Limited 


| The Swire Group 
Swire House, Hong Kong. 
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Asian economies — the 
performance will continue 


M: topic is the future of the Asian 
economies, which cover the 20 or 
so developing countries, stretching 
from India in the west, to Korea in the 
north, and the Philippines in the east, as 
well as five small island economies in 
the South Pacific. China's economy ts 
different from those of the other Asian 
countries in many important respects; 
Japan, the only fully industrialised 
country in the region, is part of the 
world environment. 

The early 1980s have seen the most 
severe and prolonged setback to growth 
and development of developing coun- 
tries of the entire post-World War II 
era. Real growth of all developing coun- 
tries fell to less than 2% annually during 
the period 1981-83 — about a third the 
average annual rate of growth recorded 
in the preceding 15 years. 

The average for all developing coun- 
tries, however, disguises substantial re- 
gional differences among Asian coun- 


tries in particular on the one hand, and 5 


the rest of the Third World, on the 


other. The gross national product of | 


Asian countries grew at a rate of more 
than 5% annually during 1981-83, no 
less than the average growth ac- 
complished between the mid-1960s and 
the onset of the recent world recession. 

It is, in fact, the more recent experi- 
ence that sets the Asian countries apart 
from the other developing countries. 
While average growth in other develop- 
ing countries during the period from the 
mid-1960s to 1980 was at least as rapid 
as in the Asian region, it was far lower 
during 1981-83. Other non-oil develop- 
ing countries grew by only half a per- 
centage point annually and output in 
oil-exporting countries contracted 1.5%, 

When the recovery spread from a 
few industrial countries to the rest of the 
world in 1984, the differential between 
growth rates narrowed, but Asian coun- 
tries continued to grow more rapidly 
than other developing countries. GNP 
growth in Asian countries was 5.5% 
compared with 2% in oil-exporting 
countries and 3.5% in non-oil develop- 
ing countries outside Asia. 

Asian countries were also more suc- 
cessful than other developing countries 
in fighting inflation. Following the 
worldwide acceleration of inflation in 
1979-80, Asian countries managed to 
reduce inflation from 16% to about 9% 
by 1983-84. In contrast, inflation in 
many other non-oil developing coun- 
tries kept rising, pushing up the average 
from about 45% in 1980 to 80% in 1984. 

An important element of the suc- 
cessful adjustment by most Asian coun- 
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tries Was the adherence to strict finan- 
cial policies, which included moderate 
growth of domestic credit, reduction of 
fiscal deficits, and flexible exchange- 
rate policies. Many Asian countries also 
made structural reforms in the tax and 
financial systems and adopted measures 
to Improve incentives for production 


| and to enhance the role of markets. 





— 


Tun Thin is Director of the Asian 
Department at the IMF in Washing- 
ton. This article is an edited form of 
a speech he made to an ESCAP/ 
ADB seminar in Bangkok on 5-6 





A crucial factor shaping the outlook 
or the Asian economies ts the state of 
the world economy in general, and of 
the industrial countries in particular. 
With their generally outward-looking 
economic strategy, the fortunes of the 
Asian economies are inextricably linked 
to developments in world trade, The 
volume of world trade, which con- 
tracted between 1979 and 1982, rose by 
a total of 11% in 1983-84, and the Asian 
economies were well-placed to take ad- 
vantage of the upturn in world econo- 
mic activity. Growth of world output 
climbed from 0.5% in 1982 to 2.5% in 
[983 and 4.5% in 1984; output in indus- 
trial countries, which declined slightly 
in 1982, increased by 2.5% in 1983 and 
5% in 1984. 

Although we expect some slowdown 
in the pace of the recovery in 1985-86, 
the prospects are for stable output 
growth of 3-3.5% annually both in in- 
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dustrial countries and the world econ- 
omy as a whole. The volume of world 
trade is projected to expand by about 
4.5% a year in 1985-86. The terms of 
trade of non-oil developing countries, 
however, are expected to worsen by a 
total of 2% in 1985-86. 

While growth of output and world 
trade are likely to be significantly below 
the average recorded between the mid- 
1960s and 1980, even the most pessimis- 
tic observers do not foresee any of the 
violent supply shocks that marked deve- 
lopments in the 1970s. Still, it would be 
wrong to be complacent, especially, as 
long as the world economy remains 


= under the shadow of the debt crisis, and 
š large financial imbalances exist in some 
š major industrial countries. 


Other important features of the 
world economic scene projected for 
1985 and 1986 are a decline in short- 
term US dollar interest rates from 
11.5% in 1984 to 8% in 1986; a modest 
decline in inflation in both industrial 
and developing countries; a neutral fis- 
cal stance, on average, in major indus- 
trial countries; a further substantial in- 
crease in the current-account imbal- 
ances of the major industrial countries 
(based on the assumption of unchanged 
exchange rates); a decline in the cur- 
rent-account deficits of non-oil develop- 
ing countries, and a marked increase in 
the deficits of oil exporters. 


O n the oil price, our current working 
assumption is that it will remain 
constant, in US dollar terms, at the level 
of US$26.5 a barrel, estimated for early 
August. This implies a fall in the aver- 
age price of about 4% in 1985 and a 
further 1% in 1986. The world prices of 
non-oil primary commodities are pro- 
jected to decline by 9% in 1985, concen- 
trated in food, beverages and agricul- 
tural raw materials (in tact, most of this 
price decline has already occurred in the 
first half of 1985). Prices of non-oil pri- 
mary commodities are projected to 
strengthen by about 4% in 1986. 
Output ts projected to grow by about 
5% annually in 1985-86, well above 
growth in the rest of the non-oil de- 
veloping world, which is expected to be 
2% in 1985, and 3% in 1986. The aggre- 
gate current-account deficit of Asian 
countries is projected to decline gradu- 
ally from 4.5% of exports of goods and 
services in 1984 to 3% in 1986, with the 
export volume growing by about 7% an- 
nually and the import volume rising by 
about 5%. In this respect also, the per- 
formance of Asian countries is pro- 
jected to continue to be superior to that 
of other developing countries. 
Debt-service payments as a ratio of 
exports of goods and services are ex- 
pected to remain broadly unchanged for 
developing countries both in Asia and 
elsewhere. This means a debt-service 
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ratio of about 13% for Asian countries 
and a debt-service burden ranging from 
25-45% for other regions. In a world 
economy on a delicate path of recovery, 
Asian economies are: expected to 
achieve both respectable growth and 
further adjustment, and they are ex- 
pected to continue to do better than 
most other developing countries with 
respect to these two fundamental objec- 
tives of economic policy. 

The debt crisis and the emergence of 
a large current-account deficit in the US 
have dramatically changed the amount 
and the pattern of private capital flows 
to developing countries. Net private 
capital flows, the majority of which are 
channelled through banks, declined 
from a peak of US$80 billion in 1981 to 
some US$16 billion. in 1984. Not all re- 

ions were affected equally by this cut- 

ack in private lending. Many Asian 
countries, in fact, maintained their ac- 
cess to spontaneous bank financing and 
international bond markets, receiving 
new bank credits and issu- 
ing bonds on fine terms. 
There are no indications 
that this situation is likely to 
change. 

Japan, while occupying 
an important place in the 
world economy, is of even 
greater importance for the 
Asian economies. Japan has 
been a major export market 
for Asian countries, absorb- 
ing up to half their exports, 
and providing most of their 
imports of manufactures. 
At the same time, trade 
with Asian countries has ac- 
counted for more than a 
quarter of Japan's exports 
and imports. 

Following the precepts 
of standard trade theory, 
trade between Japan and 
Asian countries has been 
more than twice as intense 
as world trade shares would 
lead one to expect. Curiously enough, 
however, the close trade relationship 
does not appear to be founded so much 
on comparative advantage as in geog- 
raphic proximity, market familiarity 
and, in particular cases, direct foreign 
investment. Other features of the trade 
relationship between Japan and Asian 
countries have been trade surpluses by 
Japan, except for Indonesia. And more 
than a quarter of Japan's direct for- 
eign investment and two-thirds of its 
official development assistance have 
gone to Asian countries (including 
China). 

Japan's GNP is expected to continue 
to grow strongly in both 1985 and 1986. 
In fact, the projected growth rate of 
about 4.5% annually is well above that 
predicted for the other industrial coun- 
tries. One of the Asian countries’ most 
important markets, therefore, is pro- 
jected to continue to expand rapidly. At 
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the same time, apan has bee 
in a process of further opening its mar- 
ket to imports. The recent tariff reduc- 
tion have included some, though notall, 
of the commodities of special interest to 
Asian countries. Ensuring that its mar- 
kets are, indeed, fully open is not only 
an important regional matter but re- 
flects Japan's large responsibility in the 
world economy and the leading role it 
must play in the fight against protec- 


tionism. 
M Ost Asian countries can build on a 
very good record of economic man- 
agement. It is essential for ensuring fu- 
ture success that the quality of economic 
management be maintained and, in- 
deed, improved where necessary. The 
lessons of the recent, difficult period 
for developing countries must not be 
forgotten. Sound policies cannot be 
abandoned once conditions have im- 

proved. 
China embarked on an extensive re- 
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form of its economic system in the late 
1970s. These reforms, however, have 
also complicated the task of macro-eco- 
nomic management and have necessi- 
tated the development of new policy in- 
struments. Serious macro-economic im- 
balances have recently emerged posing 
a new challenge to the evolving econo- 
mic system, but the rapid credit expan- 
sion and the substantial decline in exter- 
nal reserves experienced in the first half 
of 1985 are likely to be halted. The im- 
mediate prospects are for continued 
strong growth accompanied by current- 
account deficits and a sizable inflow of 
medium- and long-term capital. If the 
outward-looking policy is maintained, 
China will certainly become a major 
economic force with closer economic 
links to the other countries in the Asian 
region. 

India has also been engaged in a re- 
form of important aspects of its econ- 
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regulations and the import regime. The 


structural reforms have recently re- 


ceived renewed impetus, as new and 
bold initiatives have been announced. 
The initiatives include a comprehensive 
tax reform, public-sector price adjust- 
ments, changes in industrial and 
foreign-technology policies and a 
further import liberalisation. 

The new measures, following the 
earlier initiatives, represent a major 
step forward in removing the effects of 
burdensome regulations on production, 
productivity and efficiency in the In- 


dian economy. This may very well pres- 


age faster growth as well as a larger in- 
ternationa 
omy, with both India and its Asian 
neighbours deriving benefits from an 
expansion of trade. 

Growth in the industrial countries 
was weaker than expected in the early 
part of 1985, but this is generally seen as 
a pause rather than the onset of a reces- 
sion. Nevertheless, the developments in 
early 1985 suggest that the projections 
of growth in the industrial countries are 
subject to a downward risk. A slow- 
down in industrial countries would be 


€, |. a slowdown in the 
industrial countries would 
result in substantially lower 


growth and a worsening of the 
current-account position of 
Asian countries. 





felt mainly in slower growth of exports 
of Asian countries. The large majority 
of exports from the Asian region are 
manufactured goods, whose export vol- 


umes would be affected by weaker de⸗ 


mand. With world commodity prices 
softening as a result of a recession in in- 
dustrial countries, receipts from exports 
of primary commodities would also be 


role for the Indian econ- . 
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n closely as- |. 
sociated with the policies designed in | 
the early 1980s to liberalise industrial 


— — 


amm — ie ba et Ge ee ned dium Ne ^ — 


—_— a = 


Ta 


reduced. But given the structure of ex- — 


ports of Asian countries, the impact on 
exports of manufactures woul 
greater significance. 

With exports being lower, income 
would decline and the current account 
would widen. It would then be up to 
macro-economic policy to adjust 
domestic demand so as to gradually 
eliminate the deviation of the external 
current account from a sustainable posi- 
tion, with the stance of policies deter- 
mining the speed of adjustment. The 
stance of policies, in turn, would be a 
function of the availability of external 
financing and the desirability of in- 
creased borrowing. Obviously, the ef- 
fects of a slowdown in growth in indus- 
trial countries would not exhaust them- 
selves in lower demand for exports and 
there would also be changes in interest 
rates, exchange rates and prices in in- 


113 


be of | 






E 


d 





dustrial coun 
on developing countries. * 
= An alternative scenario entails a 
. two-percentage-point lower rate of 
| growth in the industrial countries (that 
| is, annual growth of only 1%), interest 
| rates that are two percentage points 
| lower and somewhat lower rates of in- 
— flation. Both oil prices and oil exports 
— from Asian countries (Indonesia and 
| Malaysia) are assumed to be weaker in 
| this low-growth scenario. Further, the 
| US dollar is assumed to depreciate 
| against the currencies of other industrial 
countries by about 2.5% a year in the 
low-growth case relative to the high- 
growth case. (However, the exchange 
| rates of the Asian countries are assumed 
= to remain unchanged in terms of a bas- 
ket of major currencies.) 

| ^ Simulations with this low-growth 
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| zw dark cloud of pessimism that has 
M hung over the South Korean econ- 
. omy since the end of 1984 remains. Ex- 
. ports have remained depressed, par- 
ticularly in the construction and ship- 
building sectors, further aggravating the 
financial troubles of large companies. 
Worries about the economy have shaken 
| confidence in the government's formal- 
_ ly tight fiscal and monetary policies. A 
| series of pump-priming and export- 
= stimulating measures have been insti- 
_ tuted to ease the situation. 
JA Government projections on GNP 
Nene for 1985 have tumbled since the 
beginning of the year, from an initial 
7.5%, to 6.5% in July and 5-6% in Au- 
| gust. Growth in the first half was a mere 
| 3.2%. Exports in US-dollar terms fell 
| by 4.1% on a year-on-year basis in the 
| first six months, despite having shown 
| signs of an upward trend in the second 
Ene Much of this lacklustre per- 
| formance is attributable to the slump in 
| Overseas-construction revenues from 
| the Middle East, which have fallen to 
| around half the levels recorded a year 
| ago — raising the invisible trade deficit 
.| from US$333 million in the first half of 
.| 1984 to US$641 million in the compara- 
Iur ble eo this year. 
uf ith few exceptions (such as toys), 
| light industrial products, notably tex- 
| tiles and electronics, have performed 
badly. Heavy industries fared slightly 
| better, especially machinery and petro- 
- | chemical products. The poor export 
| showing has forced the Ministry of 
| Trade and Industry to revise downward 
| its export target of US$33 billion to 
US$31 billion, still an optimistic figure, 
| according to many observers. Imports 
have fallen also, down 0.4% in the first 
half of the year. 
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Asian countries (India, Indonesia, 
South Korea, Malaysia, the Philippines 
and Thailand), which account for more 
than 80% of gross domestic product of 
the Asian countries (excluding China) 
considered here. Assuming the mainte- 
nance of moderately restrictive policies 
in Asian countries, a slowdown in the 
growth of industrial countries would re- 
sult in substantially lower growth and a 
worsening of the current-account posi- 
tion of Asian countries. GNP growth 
would be weaker by about 0.5 of a per- 
centage point in 1985 and by almost 1.5 
percentage points in 1986; inflation, 
however, would also be significantly 
lower. Current-account deficits would 
be about US$1.5 billion larger in 1985 
and US$4.5 billion larger in 1986. 

Most Asian countries would seem to 
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Concern has mounted over the coun- 
try's balance-of-payments situation. 
Tied closely to the balance of payments 
are the country's borrowing needs — re- 
ducing the growth of external debts is a 
top priority. These currently stand at 
US$45.3 billion (as of end-July), in ex- 
cess of the government's US$45.2 bil- 
lion target for December 1985. The 
government aims to cut the current-ac- 
count deficit, which shot beyond its 
target of US$1 billion to US$1.4 billion 
last year, to around US$700 million. 
However, at the end of July, a deficit of 
uri million had already been incur- 
red. 

Planners who had been hoping for an 
upturn in exports on improved econo- 
mic activity in the US to solve their bal- 
ance-of-payments problems are likely 
to be disappointed. What seems more 
likely are increasing constraints on 
imports. Imports have a habit of ris- 


ing in the first half of the year, and 


have access to external finance 
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illow them to pursue slower ad- 
praen and resort to larger foreign 

rrowing. If, however, they were to 
decide to adjust more quickly to a less 
favourable external environment, à 
larger reduction in GNP growth would 
necessarily result. Our simulations 
show that, if policies were such so as to 
prevent a further deterioration in the 
current account, GNP growth would be 
reduced by two to three percentage 
points in 1985-86, amounting to no 
more than 2-2.5% annually. Clearly, a 
faltering of the recovery in industrial 
countries would entail difficult policy 
choices for developing countries in Asia 
as elsewhere. They would, however, be 
well advised to adhere to a strategy that 
recognises the imperatives of adjust- 
ment. oO 
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| No grounds for optimism 


tailing off as the government tries to 
achieve its annual balance-of-payments 
goals: this happened in 1984, 
and is likely to happen again this 
year. 

Tight monetary policies and 
limits on borrowing by conglom- 
erates have gradually been soften- 
ed to stimulate the domestic econ- 
omy. A number of pump-priming 
measures have been announced, 
which focus on improving condi- 
tions for exporters, including allo- 
cation of investment funds for ex- 
port-related purposes, cheaper 
export finance, plus allowance for 
the rapid depreciation of the won, 
which fell from a rate of Won 
830:US$1 in January to around 
Won 880:US$1 at the end of Au- 
gust. The currency is expected to 
reach Won 900:US$1 by the end 
of the year. After holding rela- 
tively firm against a strengthening US 
dollar last year, it is ironic that the deci- 
sion to let the won slide this year has 
come at a time when the US dollar itself 
is weakening. 

The Bank of Korea (the central 
bank) has announced plans for a more 
flexible approach to monetary growth 
— in June, broadly defined (M2) 
money supply rose 12.9% over a year 
Spo; and total liquidity (M3) was up 
22.8%. 

Industrial production rose slowly in 
the first half, with growth tapering off in 
the second quarter — from 3.1% in 
April to a negative 0.2% in June, com- 
pared to double-digit figures a year ear- 
lier. The economic slowdown is re- 
flected in first-half company results: the 
combined profits of 207 listed com- 
panies (which had recently announced 
their results), including many of the 
country’s major names, fell 24% while 
their turnover rose 4%. — Paul Ensor 
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American Express Bank Ltd. 
An American Express company 








American Argentina Cayman Germany Italy Mexico Singapore Turkey Uruguay International 

Express Bank Àustria Islands Greece Ivory Coast Netherlands Spain United Arab Venezuela — Headquarters: 

offices: Bahrain Chile Hong Kong Japan Pakistan Sri Lanka Emirates American Express 
Bangladesh Denmark India Korea Panama Switzerland United New York 10004 


Brazil Egypt Indonesia Lebanon Philippines Taiwan Kingdom 


th a Swiss option. 


Now American Express Bank offers you the security, 
convenience and confidentiality of a private account in 
Switzerland - with some important extras. 











T: start with, you have your 
choice of a full spectrum of glob- 
al banking services: accounts in 
Swiss francs or other major curren- 
cies, investment advisory and asset 
management services, foreign 
exchange, precious metals. ‘And all 
are provided with American E xpress 
Bank’ s traditional commitment to 
excellence. 

Secondly, your personal 
Account Officer at our Zurich or 
Geneva branches is fully committed 
to handling your affairs swiftly, accu- 
rately and with utmost discretion. 
He coordinates American E xpress 
Bank’s worldwide facilities 
(82 offices in 39 countries) on your 
behalf, supported by one of today's 
most advanced telecommunications 
and computer networks. 

Our private banking clients 
enjoy stil another exceptional 
advantage : access to the worldwide 


investment opportunities available 
through the American E xpress fam- 
ily of companies - offering you 
many additional ways to protect and 
increase your assets. 

Finally, we not only meet your 
private banking needs ; we also pro- 
vide the broad range of personal and 
travel arrangements so valuable to 
the international client. These in- 
clude American Express Bank Gold 

Card” privileges and our exclusive 
seen d the-clock Premier Services?" 
for the personal and business travel 
needs of certain clients. 

As vou see, our concept of pri- 

vate banking is truly exception: M in 
many ways. We'd be pleased to give 
you full details on how American 
Express Bank can help you reach 
your objectives. 

Visit or telephone us today: 
in Hong Kong, 5-844 0688; 
in Singapore, 225-6330. 


American Express Bank 


Exceptional service in private banking 


Location of American Express Bank 
offices in Zurich, 
at Bahnhofstrasse 20. 
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an Express Bank American Express Trade Dev elopment 96-98, rue du Rhéne 


Trade Development Argentina Monaco 
erland) AG: Bank International: Bank offices: Bahamas Switzerland Bank, Geneva 1204 Geneva 
1: Bahnhofstr. 20 Los Angeles Brazil United Kingdom Head Office: Switzerland 
ia: 7, rue du Mt-Blanc Miami France i 


New York Luxembourg 


On every Ocean and Continent Nedlloyd is actively engaged in moving cargo from centres of production 
to those of consumption. Our 60 liner vessels are today serving over 200 ports worldwide. Yet ships 
alone do not provide an international service. It is in the experience and professionalism of our people - 
staff and agents - that our strength lies. It is people who make our door to door cargo concept a reality. 
It is they who set standards of reliability and efficiency. People serving people in Nedlloyd Lines - 
Worldwide transport at its best. 

Nedlloyd Lines, Houtlaan 21, 3016 DA Rotterdam, The Netherlands. Tel: 177933 Telex: 24690 NEDL NL 


A Member of Nedlloyd the Worldwade Transport and Energy Group 


Worldwide transport at its best 
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DYNASTY BUSINESS CLASS 


Everything first class should be, 
except expensive. 


In our Dynasty Class you sit in wide first class seats with lots 
of leg room. There are free drinks, and a choice of wines. And 
Decause we treasure each encounter you'll find there's a warm 
respectful service that has its heritage in 5000 years of Chinese 
tradition 
All this for the price of a full economy class fare. After all how 
can we charge you extra for luxury we consider the very least we A ver E 
should provide. We treasure each encounter. 
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Of course you know about the oil. 
But there are many more oppor 


tunities here, in Saudi Arabia, just 
waiting to be tapped. 

Take petrochemicals, for ex 
ample. Saudi Arabia is one of the 
leading suppliers of petrochemi 
cals to the world. So it stands to 
reason that if the refining process 
is performed at the source, the 
result is found to be higher qual 
itv, increased reliability, and 
highly competitive prices. Such is 
the logic behind the creation of 


SABIC (Saudi Basic Industries 
Corporation). 

Using the most advanced 
technologies, providing a highly 
trained, highly motivated work 
force and working with the help 
and cooperation of a number ot 
major corporations from a host of 
nations, SABIC is rapidly becom 
ing a world-class supplier in the 
petrochemicals industry. 

We offer the purchaser of 
petrochemicals an entire spectrum 
of commercial benefits. And we 
can offer the prospective partner 
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an opportunity to work with an 
international phenomenon - help 
ing to develop a nation, as well 
as a healthy profit picture. 


SABIC i. 


World Class Petrochemicals. 
World Wide Cooperation. 


Saudi Basic Industries Corporation 
PO Box 5101, Rivadh 11422, Saudi Arabia 
l'elex: 201177 SABIC 5] 











e CHATTING - to — and 
analysts in the City óf Londen the other 
week, Shroff was rather startled to hear 
one of the more informed among them 
(on Asian affairs) describe economic 
prospects for the Pacific rim as “grim. 
Everyone is entitled to his opinion, of 
course, but i opinion —- right or 
wrong — has to be taken seriously when 
there is a lot of money riding on it. For 
years, London underreacted to Asia's 
economic achievements: now it appears 
to be overreacting to the first whiff of à 
setback. 


It matters because while the City. 


may not wield the same sort of potential 
for institutional investment in Asia 
which New York does (SHROFF, 
29 Aug.), it is the centre from which 
many of the investment funds cur- 
rently being promoted or planned by 
Asian.countries are launched. Obvious 
examples are the various Korea funds, 
the recently launched Bangkok Fund, 
the soon-to-be-launched India Fund 
and possibly the mooted Indonesia 
Fund. © 

Shroff learned in the City that brok- 
ers are having some difficulty selling the 
recently announced Seoul International 
Trust (REVIEW, 


about South Korea's political and eco- 
nomic prospects. Investment wisdom (if 
that is the right word) there has it that, if 
South Korea and Taiwan face falling ex- 
port — Singapore has gone ex- 
growth while Hongkong is slowing 
down, and Indonesia faces a weakening 


oil price, then the Pacific rim has in es- 


sence lost its magic. | 

The worthy trustees of pension and 
other funds in the City are apparently 
worried by this scenario. So they should 
be, if it is valid — but is it? Talking in 
Washington to Tun Thin, head of the 
International. Monetary Fund's Asia 
Division, before going on to London, 
Shroff gained a more optimistic impres- 
sion of Asian economic prospects, 


which indeed seems to be the view on 


Wall Street, too, Tun Thin expounds his 
views in THE STH COLUMN (page 112), 
but the essence of them is that Asia 
as a region will continue to do a good 
deal better than other developing areas 
of the world between now and the 
end of 1986, even if the Western 
economies continue their present slow- 
down. 

@ ONE of the points Tun Thin well 


makes is that the ratio of debt to exports - 


in Asia generally has remained well 
below that for developing countries as a 
whole, and debt-service payments (as a 
ratio of exports of goods and services) 
should remain broadly unchanged in 
Asia. Again, this is important because 





| Shroff heard the view in Lofidon (from 


| Eurodollar or Euroyen issues, 


| ( 25 Apr.) to institu- | 
tional investors because of fears there | 








brokers Phillips & Drew whose Asian 
market research is among the most en- 





lightened) that South Korea's debt situ- - 


ation is. now worrisome, Morgan 
Guaranty has produced aggregated 
debt figures showing the proportion of 
short-term debt in South Korea’s whole 
to be 34%. That is high, though not 


in itself a cause for undue concern pro- 
vided it can be refinanced. Tun Thin 


suggests that Asia’s access to private 
capital flows will remain relatively 
good, which must augur fairly well on 
this score. 

€ LONDON will have to be so per- 
suaded, though, if South Korea’s 
chances of launching convertible (into 
equity) bonds as a way of reducing 


sovereign debt are to succeed. This strà-. 


tegy is to be examined at a conference in 
Seoul at the end of this month. Whether 
they 
would need to find a market in London, 
and City sources suggest to Shroff that 
any such issues would be looked at 
"carefully." In view of South Korea's 


history of currency devaluations, in- 


vestors would probably demand a sub- 
stantial coupon to offset the exchange 
risk. 

In this respect, 
note that muck 
Zealand bonds. of late has been retail 
rather than institutional, at least in Lon- 


it is interesting to 


don. So if individual investors are pre- - 


pared to take kiwi bonds for the high 
coupon and a gamble on the currency, 
they just might be prepared to do the 
same for South Korean bonds. 
€ STRANGELY enough, 
might seem at first sight, London brok- 
ers, in the same breath as describing 
Southeast and East Asia as grim, are 
viewing | the Indian stockmarket as “in- 
— How views do change. It is 
not so.long ago that India had hardly 
graduated from basket-case status in the 
eyes of the investment community while 
the Pacific rim had the cutting edge. 
India's status seems similarly to have 
been upgraded in Washington and New 
York, Shroff found — not least because 
of the. good impression Prime Minister 
Rajiv Gandhi made on his recent visit. 
In fact, the case for India does look 
strong just now. Since Gandhi's liberat- 
ing budget in March, many market lead- 
ers on the Indian exchanges have dou- 
bled or even trebled in price, examples 
being Tata Steel, Telco, Reliance, Cen- 


of the demand for New | 
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tury, Colgate. Palmolive, Larsen and _ 


Toubro and Ashok (reports the 
REVIEW's Mohan Ram 
Delhi). The Economic Times ordinary- 
share index rose from around 317 to the 
442 level in July before dipping on in- 


stitutional selling and then recovering 


rom New 


| another all around 


| such as David Gill, head of the Capi 
| Markets Department at the Washi 
or so it 


again. That Sort of pace obviou 
not be sustained, especially without 
foreign investors which India still bi 
But it is an opportune time for the 
launch of Merrill Lynch’s India Fund, 
which reliable sources tell Shroff is now 
imminent. . 
€ SO what about an Indonesia Fund? 
That apparently is no longer the remote 
possibility it once appeared, give 
Jakarta’s phobia about foreign portfolio 
investment. Indonesia's Capital Market 
Executive Board (Bapepam) is now 
considering following t ihe lead of othe 
developing stockmarkets in allowin 
foreign participation (REVIEW, 22 
Aug.). One option being examined is an 
Indonesia-based investment fund allow- 
ing foreign participation. Again though, 
‘if Shroff's experience is anything to go 
bv, London institutions might be a b 
wary about what they see as an "oil 
economy," though the IMF sees the c 
price remaining constant in US dolla 
terms between now and the end of 198i 
City sceptics, please note. 

e ÍT is not entirely a coincidence th: 
all these country funds should be spring 
ing up one after 


Asia and beyond. 
Shroff has several 
times noted the mis- 
sionary work being 
done in promoting | 
capital-market deve- 

lopment in the Third 
World by people. 


ton-based International Finance C 
(IFC — an arm of the World Bank). Bu 
the IFC is not alone in the field. Jac 
Garrity at the Manila-based Asia: 
Development Bank (ADB) is anothe 
pioneer. The shift towards some degree 
of stockmarket liberalisation in Jakarta 
is almost certainly not unconnected with 
the ADB’s efforts. Ds 

Over the past year or so, the ADB 
has been putting together studies on the _ 
capital markets of Indonesia, the Philip- 
pines, Thailand, Pakistan, South Korea | 
and Sri Lanka with the help of London- 
merchant banks Morgan Grenfell and” 
Samuel Montagu and the Japanese 
securities house, Nomura. These = 
studies have been treated with a degree - 
of secrecy more befitting a report on © 
guided-missile deployment (not Gar- 
rity's fault) — which contrasts sadly 
with the openness of the IFC. Even so, 
Shroff has gleaned that the overall re- 
port should see the light of day some- 
time in October and the individual 
country reports should be completed in 
time for an ADB capital-markets semi- 
nar in Manila in January. 










OOH container ship: high-cost poorer 
SHIPPING 


A slip of the Tung 


Major Hongkong shipping group in financial straits 


By Robert Cottrell and Nick Seaward 
[D ccrenine shipping-sector gloom 
coupled with an over-borrowed bal- 
ance-sheet has forced Orient Overseas 
(Holdings) (OOH), the publicly quoted 
Hongkong shipping group of the Tung 
family, to ice a standby bank-credit 
line and a suspension of share trading 
pending the outcome of its negotiations 
with 40 creditor banks on some form of 
financial reorganisation. 

Bankers are being told that the 
group is solvent, that it is reporting a 
positive cashflow, but that it wants to se- 
cure its financial position in the wake of 
heavy asset write-downs last year, gen- 
eral shipping market nervousness in the 
wake of the collapse of Japan's Sanko 
- group, and so-far unspecified financial 
strains on the Tung family's private 
shipping interests, with which OOH is 
closely linked. 

OOH said on 2 September that it had 
appointed Hambro Pacific, Hongkong 
arm of the London merchant bank 
Hambros, as financial advisers, and 
asked local stock exchanges to suspend 
trading of its shares while negotiations 
with aden were underway. The 
Hongkong and Shanghai Banking 
Corp. (HSBC) has made available to 
OOH a two-tranche secured standby 
loan of undisclosed size, a move in- 
tended to reassure trade creditors and 
maintain smooth day-to-day running of 
OOH ships. 

The accountancy firm Price 
Waterhouse has been retained to review 
OOH's financial position. Creditor 
banks were told on 2 September to ex- 
pect a more detailed package of infor- 
mation in about 10 days’ time. Share- 
holders, meanwhile, must expect the 
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suspension to continue at least until 
negotiations have advanced far enough 
for a formal document to be prepared 
and dispatched, a process likely to take 
at least a month. 

Two generations of the Tung family 
have long controlled one of Hongkong's 
biggest and oldest shipping empires, 
rivalling the World-Wide group of Sir 
Yue-Kong Pao and outranking the 
Chao family's Wah Kwong Shipping. 
The Tung group was built up by family 
patriarch Tung Chao-yung, who died in 
1982 aged 71, passing control to his son 
Tung Chee-hwa, now chairman of 
OOH. The Tung family is estimated to 
control 60-70% of the public company. 


T he Tungs are widely characterised as 
Hongkong 's premier ship operators, 
and Pao as its premier ship financier. 
Even in old age, C. Y. Tung remained 
fascinated by the size and glamour of 
the supertankers on which his fortune 
had been built. He decided five years 
ago to invest in the world's largest 
supertanker, a decision wildly out of 
line with long-deteriorating shipping 
market trends. His enthusiasm ex- 
tended to buying the former Cunard 
liner Queen Elizabeth in the early 1970s 
and establishing it as a floating univer- 
sity in Hongkong harbour until it caught 
fire and sank. 

C. Y. Tung’s enthusiasm for tankers, 
and substantial orders for product car- 
riers, are probably at the root of any pri- 
vate group problems. But unusually for 
Hongkong, the Tungs also invested 
heavily in containerships, whose owner- 
ship they concentrated in OOH, The 
public company doubled its fixed assets 


1980 1981 1982 1983 


ORIENT 
OVERSEAS 
(HOLDINGS): 
ATTRIBUTABLE 
PROFITS/LOSS 





in 1980 through the £112 million 
(US$155 million) takeover of Britain's 
Furness Withy shipping group. OOH's 
fleet at the end of 1984 comprised 18 full 
container vessels; four bulk carriers; 
one general cargo vessel; nine tankers; 
three gas carriers, and two car carriers. 
The group also owned three oil drilling 
rigs and two diving support vessels. 

Operating a container line is a rela- 
tively high-cost operation, requiring the 
maintenance of scheduled services. But 
recent strong growth in world trade 
brought good operating profits to most 
container lines in 1984. To the extent of 
its container interests at least, the Tung 
group should have been in a stronger 
position than other Hongkong shipow: 
ners more completely exposed to the 
doom-laden tanker and dry-bulk carrier 
sectors. 

In are) however, 1984 was fi- 
nancially disastrous for OOH. AE 
though it reported operating profits of 
HK$365.5 million (US$46. million); 
44% better than the HK$253.2 million 
reported for 1983, it also suffered a 
series of exceptional and extraordinar 
losses totalling more than HK$1.2 bil 
lion, which turned the top-line proft 
into a HK$970.5 million loss attribut 
ble to shareholders. The main damage 
was done by a HK$397 million loss on 
the sale of two tanker and bulk carrier- 
owning associate companies; a HK$200 
million provision on ships remaining in 
its fleet, and a HK$451.3 million ex- 
change loss which the group suributdà 
mainly to the strength of the US dollar, 
sil an: the Hongkong dollar is peg- 
ged. 

OOH bolstered its equity by restruc- 
turing and revaluing an associated in- 
vestment to throw up goodwill of 
HK$384 million, a move which earned 
the accounts an audit qualification. 
Shareholders’ funds at 31 December 
1984 were reported as HK$1.81 billion, 
down from the year-earlier HK$2.5 bil- 
lion. The group reported short-term 
loans of HK$2 billion, and long-term 
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The first step in starting a Power 
Plant Project is finding the right partner 


2OMeneRCO 
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1 

offers: r 

e turn-key power projects and equipment for power » 
generation i 

e hydroelectric power plants and hydromechanical ^ 

equipment y 

e thermal power plants and Diesel generating sets L 

è equipment for nuclear power plants a 

€ boilers, turbines, generators and other technological 7 

equipment specific to power plants à 

e hot water boilers 1 


e district and industrial heating systems 

€ engineering, studies, designs, documentation, 
know-how, technology, licences, technical assistance, p 
staff training and service 


q 
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For further information apply to 


ROMENEICO 


Foreign Trade Company 
71101 Bucharest-Romania 





Export-Import of 


Power Generating 194, Calea Victoriei 
Equipment E P.O. Box 22-153 
Hydro-Thermal-Nuċlear Phone: 50 66 82 


Telex: 011525 romeng r 
Cables: Romenergo Bucuresti 
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A -[ Swire Pacific 
| (Hongkong) 
H —— H30 June | HK$522m HK$2.45b 
1 (US$66.9m) (US$314.1m) (200) 
(Hongkong) 
| Cheung Kong | H30 June | HK$245.1m — 1.5m 
| (Hongkong) (US$31.4m) US$52.8m) ( E] 
Sime Darby Y 30 June | M$86.5m = 35b -4,7— 
(Malaysia) (US$35m) (US$951.4m) (e 5¢) 
TatLee Bank | H30June | S$5.73m 
_ | (Singapore) (US$2.5m) 
Y 30June | —A$18.3m —167 | A$1.01b +19.8 
(US$12.9m) —R T 
ere hs B 


- | MIM Holdings 
nope) 


T ibus of HESS billion «t the same |. 


date. 

Bankers say OOH’ $2 September 
announcement took them by surprise: 
some rolled over unsecured credits on 
that same morning. Others wonder 
whether they were being dropped a sub- 
liminal hint bv World-Wide group di- 
rector Helmut Sohmen, who addressed 
the Foreign Bank Representatives As- 
sociation in Hongkong on 27 June, and 
whose remarks become, with hindsight, 
prophetic: "Without giving too much 
away," said Sohmen, “let me just say 
that nice offices, long traditions, young 
ships, large fleet size, social agility or 
the ability to make money in boom 
times do not necessarily prove the exis- 
tence of a good shipowner, or provide 
any guarantees for his survival in poor 
market conditions." 

Sohmen later said privately that he 
had deliberately avoided pointing a 
finger at any one owner. But intention- 
ally or not, the Tung family, with its new 
offices in Wanchai’s plush Harbour 
Centre, its ownership of the world’s 
largest ship, and its long-time associa- 
tion with Monaco’s Prince Rainier, fit- 
ted the description all too neatly. 

The HSBC credit line must be re- 
ckoned the best advertisement so far 
that OOH is still in supportable finan- 
cial shape. More worrying may be 
OOH's reference, in a prepared state- 
ment, to "the depressed state of the 
shipping market and the current trading 
position of the private companies as- 
sociated with Mr C. H. Tung" as being 
among its main problems. 

Bankers say the private Tung group 
is slightly smaller than OOH. They see 
the Tung's decision to inject some of 
their privately held shipping, insurance 
and property interests into OOH in 
1982 in exchange for cash and shares as 
an earlier sign of financial bv in the 
private group. The HK$1.3 billion deal 
was officially characterised as a "diver- 
sification" to stabilise OOH, but in 










H 30 June — 9m 






practic e ti ie e Tun i € 
fio favours by aaa idling what Madi pre- 
viously been a "iein liner specialist 
with a fleet of eight tankers, one combi- 
nation carrier and two dry-cargo ships, 
four of which will be off charter by next 
February. 

At present, OOH ships are managed 
by companies in the Tung family's pri- 
vate group, while sharing agency and in- 





Tung Chee-hwa: global problems. 





surance business. Creditor banks want 
this arrangement unscrambled to insu- 
late OOH from any private group prob- 
lems. The next step will be to consider 
whether OOH needs any debt restruc- 
turing, new equity, or both. 


T world's other big liner companies 
will be watching for any sign of 
OOH's financial pressures spilling over 
into its operations. The group is in the 
process of taking delivery of four con- 
tainer ship newbuildings from Japan's 
Mitsubishi Heavy Industries for use on a 

round-the-world eastbound service in- 
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Its Far Easte F ight Conference 
membership is a cii bl factor for other 
operators. If OOH were to decide to 
withdraw from the cartel to compete 
more effectively with Taiwan'sindepen- 
dent Evergreen Line, the move could 
trigger a phase of bloody competition. 
Traditionally, as the only major liner 
company ultimately owned by one man, 
OOH has usually been the organiser of 
periodic truces between the FEFC and 
rival non-conference operators. If the 
game-keeper turned poacher, rates 
could go tumbling. 

OOH is one of the few Hongkong 
fleets not to have made major capacity 
retrenchments in recent vears: at the 
end of 1984, it owned vessels totalling 
3.3 million dwt, only slightly down from 
the 3.7 million dwt owned at the end of 
1982, and almost three times the 1.2 mil- 
lion dwt owned in 1980. 

Overall, the tonnage owned or man- 
aged by Hongkong groups has fallen by 
almost a fifth, to about 52 million dwt, 
since mid-1983. Two major local ship- 
owning companies, Wheelock Maritime 
and Grand Marine Holdings, have 
failed in the past two vears. The pri- 
vately owned P. S. Li shipping group 
has faced a series of writs as it struggles 
to repay debts estimated to total : ae 
US$150 million. Jardine, Matheson, the 
diversified trading company, said ear- 
lier this year that it had sold almost half 
the 35 vessels once owned by its ship- 
ping subsidiary, and planned to quit the 
business altogether. 

Hongkong's biggest shipowner, Pao, 
is credited with having accurately fore- 
seen the industry's sustained depression 
when he started reducing his exposure 
during the slightly more buoyant early 
1980s. Between mid-1982 and mid-1983, 
he cut the fleet of his publicly-quoted 
World International group from 6.2 mil- 
lion dwt to 4.3 million dwt. Oo 
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Final dividends expected fo double interim on continuing 
good performance from aircraft, property and industry 
divisions. 

Turnover decline reflects diversion of funds to purchase 
—— Electric shares, but second-half improvement 


S EE SD WES 1984 on good 
property prospects. 

Profits helped by plantations division, though slowed by drop 
in rubber and palm oil prices. 

Bank profit decline offset by interests in property and other 
subsidiaries. 

Losses diminished by spectacular turnaround in June quarter 
chiefly as a result of large sales an 
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Strategic assembly 


Hyundai will build cars in Canada to deflect quotas 


By Paul Ensor in Seoul 


S Korea's Hyundai Motor Co. 
has decided to build a car-assembl 
plant in Canada, a bold move which will 
consolidate the strong position it has 
very quickly achieved as an exporter of 
cars to that country. The Canadian 
plant may also figure in the company's 
plans to sell cars in the US, where it 
lans to begin marketing later this year. 
he US$147 million which Hyundai 
plans to invest in the project is equiva- 
lent to a third of all overseas invest- 
ments to date by South 
Korean companies and 
will be by far the largest 
single investment yet. 
The plant is sche- 
duled to start opera- 
tions in 1988, but will 
not reach full produc- 
tion capacity of 100,000 
vehicles a year until 
1990 when it will em- 
ploy 1,200 Canadian 
workers. The location 
of the plant has not 
been settled yet. The Canadian Gov- 
ernment and Hyundai have come to 
an agreement on local content for 
the cars, but neither side has revealed 
the details. In February, Hyundai an- 
nounced its plans to set up a US$19 mil- 
lion plant in Ontario to produce parts 
for car electrical systems, the products 
of which may contribute to Canadian 
content. 
Hyundai has been very successful 
selling cars in Canada since it started 





Hyundai's Pony Excel: Canadian challenge. 


two years ago. Sales in 1984 were 25,000 
units — a figure doubled during the first 
seven months alone of 1985. Sales are 
projected to rise to 80,000 units by the 
end of the year. Hyundai's subcompact 
Pony has been Canada’s top-selling im- 
ported car so far this year, The decision 
to set up local production facilities was 
clearly aimed at forestalling any protec- 
tionist measures in what has become a 
very important market for the fledgeling 
car exporter, both in its own right and as 


















a strategic testing ground for future op- 
erations in the US. 

The Canadian Government is clearly 
pleased with Hyundai's move. Visiting 
Seoul to discuss the final details of the 
plan and sign a memorandum of under- 
standing with Hyundai, Canadian 
Minister of Regional Industrial Deve- 
lopment Sinclair Stevens said: “We are 
pleased that they are taking Canada 
seriously as a place to invest as well as 
sell.” He estimated that production 
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costs in a similar plant in the US 
would be around US$500 higher for 
each car. Hyundai may be planning to 
supply the US with Canadian-built cars 
(there is a free-trade agreement be- 
tween the US and Canada in the car in- 
dustry), though if Canadian sales con- 
tinue to grow at their current rate, local 
demand will take up most of produc- 
tion. 

According to Stevens, protectionist 

sentiment in Ottawa has risen against 
both Japanese and South Korean cars, 
and Hyundai's investment should im- 
prove its image relative to the Japanese 
— whose local investments have repre- 
sented a much smaller share of their 
Canadian sales. South Korean cars 
enter Canada without tariff, because of 
a preferential arrangement by Canada 
to developing-country imports. This 
cuts around US$400 off the final selling 
price. 
The benefits of this arrangement are 
already being whittled away: by the 
recent introduction of a tariff on 
car parts (at two-thirds of the 
standard most-favoured nation 
rate), and plans by Canada to 
make a similar change in 
levies on cars from developing 
countries in 1987. Hyundai's main 
concern has been the possibility of im- 
port quotas of the type the Japanese are 
now facing, according to Stevens. Japan- 
ese producers are confined to 18% of 
the Canadian car market — or roughly 
190,000 units a year. 

Company officials would not discuss 

the Canadian project. One aspect of the 

lan which is still unclear is how it will 

e financed. The bold nature of the 
move is typical of Hyundai's chairman 
Chung Ju Yung; as Stevens put it: "He 
told me that when he decides that some- 
thing is a wise move, he goes straight in 
and does it." o 
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| HONGKONG: Counters took a severe drubbing as 


the Hang Seng Index lost some 53 points on the 
. period to close at 1,617.17, following news that a 
i major shipping company was in financial trouble. 
| The company, Orient Overseas (Holdings), sus- 
| pended trading on 2 September, pending negotia- 
| tions with its bankers. Earlier, good interim re- 
. sults from the Hang Seng Bank and the Hongkong 


| and Shanghai Banking Corp. failed to lift senti- 

| ment. Nervousness over an anticipated rise in 
| local interest rates and more corporate-results 
. announcements further dampened spirits. Turn- 

| overaveraged a low HK$182.63 million (US$23.4 
. million) a day. 


d 


| 


| TOKYO: Institutional investors returned to the 
| market in full force, driving up the daily trading 
| average to 472.83 million shares. The Dow Jones 
| Average climbed steadily, ending the period at 
| 12,726.64 points on 2 Sept. The bullish market 
| concentrated on big capital issues and trading was 
. dominated by top defence contractor Mitsubishi 
| Heavy Industries which rose above the ¥400 
| (US$1.67) level. Despite Minebea's failed at- 
| tempt to take over Sankyo Seiki, a minor market 
| theme developed around possible takeover bids 
| butnone materialised. Domestic-demand-related 
| issues such as property and construction stocks 
| continued to lead the market. 


B. 
| AUSTRALIA: Markets weakened amid nervous- 
| nessabout domestic interest rates reaching record 
. levels and the imminent government tax talks. 
. The All Ordinaries Index shed five points to finish 
| the period at 937. The All Industrials Index lost 
= 6.8 points to finish at 1,368.9. Gold stocks were 
. boosted by news that South Africa had suspended 
| stocks and currency trading, but weakened later 
| because of a directionless gold price. The Gold 
| Index finished 29.5 points higher at 1,068. The All 
| Resources Index slid three points to 601.6 while 
. the Metals and Minerals Index gained 1.8 points 
. to 526.3. 
P. 
| NEW ZEALAND: The market fell sharply in the 
| period with the Barclays Index down 81 pointe In- 
eee confidence was undermined uring the 
| period by the appointment of receivers for a listed 
| construction company, and the announcement of 
. substantial foreign-exchange losses by Fletcher 
| Challenge's merchant-bank subsidiary, Broad- 
| bank. Other negative factors such as cautious 
| company comments, high call rates and the con- 
| tinuing strong New Zealand dollar also exacer- 
| bated the market's fall. 


| TAIPEI: The market continued the rally it had 

j: Segun the previous period, as the weighted price 

| index climbed 14.70 points to close at 674.88. The 
| period's gains came entirely in the last two days of 
trading, with the market reacting to the release of 

. | encouraging economic statistics. Leading indi- 
- | cators showed the second successive month of im- 
rovement, raising hopes that foreign trade would 
improve in the second half. Textiles shares per- 
formed particularly well. Among them, Nan Yang 
Dyeing and Finishing gained 11.7%. Yue Loong 
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affected by negätive corporate developments. 
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feeling again E 
| NEW Zealand's rally of the past weeks halted abruptl in the period to 2 Sept. as bad 
| news on the corporate front piled up. Another heavy loser, 


Motors went against the market owing to invest- | 
ors’ concern about the company's announced . 
ropped 5.4%. ` 


first-half losses. Its share price 


ongkong, was similarly 


rT, 
th 


Average daily transactions were up slightly at . 


NT$374 million (US$9.4 million). 
MANILA: Trading volume recorded a giant leap 


from the previous period, with the average daily . 


turnover of P 1.57 million (US$84,408) represent- 
ing a return to levels before August, when activity 
went on a steady downward drift. The improve- 
ment could have resulted from the steady drop in 
interest rates in recent weeks. Brokers anticipate 
increasing activity in the market in the coming 
weeks. Share prices ended mainly higher, with the 
mining index advancing 19.34 points to close the 
riod at 660.38, the commercial-industrial index 
qd oan to 141.48 and the oil gauge by 0.047 
to 0.784. 


SEOUL: The market closed on a weak note, with 
the composite index declining by 0.81 of a point to 
136.03. 
2.69 million shares to 22.3 million shares a day. 
Trading focused on construction shares, buoyed 
by the government's property-market stimulation 
package. Helping the trend was the expected 
enactment of a new law providing tax breaks to fi- 
nancially ailing construction companies. By sec- 
tor, wood and wood products rose by 3.92 points 
while the construction index gained 1.86 points. 
Fabricated metal and machinery indices fell 11.2 
and 5.95 points respectively. 


SINGAPORE: After a slow start to the period, 
volume picked up considerably as rumours of the 
p impending tax incentives spread. 

raser's Industrial Index finished 32.22 points u 
at 3,862.17, having dipped below the 3,800 mar 
earlier in the period despite spectacular gains by 
some Malaysian stocks. The market took a de- 
cided turn for the better on 30 Aug. — just before 
the announcement of further property-tax rebates 
and the lowering of excise on petrol. Banking and 
property counters benefited most from the up- 
surge and the average daily number of shares 
traded was a healthier 14.28 million. 


KUALA LUMPUR: Trading was lethargic in the 
nee relieved only by a minor DEAE spree on 
30 Aug. Average daily trading volume for the 
period was 13.97 million shares valued at M$30.07 
million (US$12.2 million). Fraser's Malaysian 
Index rose 3.19 points to close the period at 
2,821.6. Raleigh led the active counters, while in 
finance, Malaysian American Assurance con- 
tinued its upward swing. 


BANGKOK: A crisis of confidence amid the cur- 
rent economic slowdown contributed to the mar- 
ket's further decline. In the absence of foreign 
buyers, most stocks were thinly traded. The Book 
Club Index lost 1.17 points to close at 134.49 on a 
Baht 41.71 million (US$1.6 million) average daily 
turnover. Major gainers included Siam Citizens 
and East Asiatic while losers were led by Metal 
Box and Bangkok Bank. S 


OR 


e average trading volume was down by | 
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Hang Seng Index 
(DJFMAMAU4J 
2Sept Ncha 
HKS on we 
Atlas Ind. 0.48 -21 
Bank of E.A. 22.70 +0. 
Kong 18.00 -3.; 
China Light Ex. Div 15.70 -14 
1.14 *14 
0.90 +2. 
F. E Consortium 0.56 -& 
F. E. Hotels 0.84 — 
Furama Hotel 240 — 
First Pac. Holds 4.80 -21 
Great Eagle 0.62 -6. 
G. Island Cement 7.80 7; 
Hang Lung Development 8.55 “A 
Hang Seng Bank 45.00 =“ 
HAECO 21.00 -12.! 
Henderson 2.225 -9: 
H.K. Electric 8.20 -14 
HK. & Ch. Gas 9.90 ~4) 
H.K. & K. Wharf 6.75 - 54 
H.K. Land 6.25 — 
H.K. 4 S. Bank 7.55 M 
H.K. 4 S. Hotels Ex. Div 36.50 -Ji 
H.K. Realty "A" 11.40 -$4 
H.K. Telephone 8.65 -3 
HKTVB 6.70 -11 
HK. A Y Ferry 3.35 -10. 
Hopewell 147 — -2 
Hsin Chong 138 . -0. 
Hutchison 27.20 =Å 
Hysan Dev 0.62 -44 
Int'l City Holdings 0.91 -5 
Jardine Matheson 12.40 23) 
Jardine Sec. 13.90 -44 
KMB 8.60 «2 
Liu Chong Hing 2.10 -& 
44.00 -11 
Nan Fung Textiles 30.50 — 
New World ‘7.55 -34 
Orient O'seas H Suspended — 
Paul Y. Constr. 2.35 -a 
Regal Hoteis 131 ~2: 
Sino Land 0.92 -5. 
Stelux 2.50 xm 
Sun LK. 12.80 -54 
Swire Pac. "A" 25.40 Br 
Tai Cheung 1.92 r; 
Wah Kwong Ship 0.88 -24 
Wing On Holdings 3.50 -54 
5.05 -14 
World Int"! 210 -B. 





42,716.52 
12,726.64 
+0.59% 
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1950 +16.0 

1210 -16 
406 +28 
419 14 
435 x43 
920 +76 

1710 +43 
912 2*0. 
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832 -4.5 
872 -04 


617.00 

1,119.00 

= U8$14.25 
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‘Korea Trust usg1a.37 
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Hongkong Stock Exchange; Mang Sery Sank: 
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2 months forward: Japan ¥237.440, Hongkong HK$7.776, Singapore 5$2.243 


CT Singapore-Malaysia: SET- M$1.085, £1-HK$10.505 


Communist countries 

US$ Rmb 2.93 HKS= rnb 0.3723 + 
US$ « Rouble 86.9¢ 

US$ = Kip 35.00 

US$- Dong 100.368 


.;Soure The Hongkong and Shanghai Banking Corp. for banknote selling rates and official 


tates wher qvallable on the Hongkong market. Reuter for spot 
and forward rates from loca and international markets. 
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Its only taken 25 years to get here. 
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QO. 25th year as an international 


airline is a cause for celebration. 

To commemorate the occasion, four 
postage stamps have been designed, 
featuring the aircraft that have played 
a major role in our development. 
The reliable DC-6Bs, that put us on 
the map in the Orient. 

And the technologically advanced 
DCIOs, that helped us spread our 
wings in Europe and Australia. 

The remarkable A300s, ideal for an 
airline that serves more countries 
in the Orient than any other. 

And the magnificent 747Bs, that 
enabled us to establish the first of 
many non-stop flights to Europe and 
cross the Pacific to America. 

Thais world now includes 41 cities in 
30 countries across four continents. 
Serving those destinations is one 
of the worlds most modern fleets 
flown by the most highly skilled 
professionals. 

So whether you are sipping Dom 
Perignon in Royal First Class, relaxing 
in the quiet of Royal Executive Class 
or simply enjoying the atmosphere in 
Economy, you'll be glad youre flying 
Thai, in this our 25th year. 


The airline thats definitely arrived. 





Business Travels With 
The Review 


When it comes to reaching Asia's frequent busi- 
ness travellers, the Far Eastern Economic Review 
offers you the most mileage. 

At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising medium. 
Why? The answer is simply because the Review 
reaches the highest audience concentration of 
heavy frequent independent business travellers of 
any regional publication in Asia today. And does it 
more cost-efficiently. 

If you'd like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase írom the INTRA- 
MAR STUDY independently conducted by Interna- 
tional Travel Research Institute. The facts speak for 
themselves. You'll see how well-travelled we are. 


ELECTRONUM 


Address vour inquiries to:— 
Elaine Goodwin. 
Far Eastern Economic Review 
G.P.O. Box 160, 
Hong Kona. 


FarEasternEconomie 


The choice of authority 


A Dependable Supplier of ——— ACH 


telephone exchanges Pentaconta 
(urban and interurban) 

office telephone exchanges PABX 
electronic telephone exchanges 
telephone sets 

technical assistance 

system engineering 

telephone network modernizing 
personnel training 

engineering, erection, commission- 
ing, maintenance and service for 
any type of telephone exchange 


For detailed information please contact 


— pink 
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Foreign Trade Company 
Bucharest-ROMANIA 

28-30 Gral GH Magheru Blvd 
Telex: 11547, 11584 








We bring you Canada. 


he Royal Bank is Canadas largest your business success—connecting you smoothly with creative trade finance 
ank, with nearly 1,500 on-line with potential markets, putting you in packages and market intelligence. 


ranches across the country. Were also touch with key business people, and 


Lei "ee ! ! : CORRESPONDENT BANKING 
orth America’s fifth largest bank, with alerting vou to current investment ORK ! ~ 


ver C$90 billion in assets. opportunities. Our highly efficient correspondent 
— — — — — — banking network can give you prompt 
WE KNOW CANADA i [RADE EXPERTISE - availability in Canada, under advice 
lore businesses bank with us than Our trade experts in Asia and Canada daily via SWIFT or Telex. 
ith any other bank. That means we will help make both ends of your For a business bridge to Canada, 
in provide the links so essential to importing and exporting deals go bank with Canada’s leading bank. 


X — $59 THE ROYAL BANK OF CANADA 


ie official Bank to EXPO 86 
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HOTEL IN SEOUL 
THAT EXCEEDS THE 
EXPECTATIONS OF THE 
BUSINESS TRAVELLER 


Seoul Hilton International is virtually an 
extension of your office. With the best 
equipped executive business centre in 
Seoul, manned by a multi-lingual staff. 

A new conference centre for up to 3400 

people which offers simultaneous 

translation in 8 languages. And our 
restaurants and recreational facilities are 
very relaxing too. 


The Seoul Hilton 

International offers 

you in addition: 

© International Direct 
Dialing 

* Non-smoking floors 

e [Indoor swimming 


pool 
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For reservations, call 
your travel agent, any 
Hilton International 
botel or Hilton 
Reservation Service. 


SEOUL HILTON INTERNATIONAL 


WHERE THE WORLD IS AT HOME" 


Subscribe now 


and ensure your copy each week. 
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JETSPEEDED RATES 
Indonesia uS$17 50 us5$58 00 


Japan ¥6,750.00 «22 500.00 
Malaysia M$39 00 M$ 130.00 
DO 


Nepal US$19.00 USS35 00 USS64 00 


Pakistan Hs 237.00 Rs 435.00 Rs 790.00 





Philippines USS14 50 Uuss49 00 
Singapore 5$37.50 5$125 DO 
Thailand US$16.00 U5$53 00 
Restof Asia US$21 00 US$70.00 
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North Amenca US$26 50 USS4B 50 USS$88 00 

Australasia N2$34 50 N2$63 50 NZS! is. 00 

Ced erica | USS35.50 USS65 00 US$118.00 
SURFACE MAIL RATES 





HK$315.00 
USS65 00 
£55 00 
A$70 00 


Hongkong 





USSs19 50 US$36 00 
£16 50 
AS21 DO 





Elsewhere 





... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 
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| Please enter my subscription for | 
| O 3months | 
| | : ay | 
| Please include the Yearbook at extra | 
| US$21.95/HK$170. For airmail delivery, 
please add: USS6/HKS45 | 
| Payment of ss ig, enclosed | 
Name | 
| Address — | 
| Country -————— | 
| O Jetspeeded Surface mail | 
| Cheque payable to Far Eastern Economic Review enclosed | 


To: Circulation Manager | 
| Far Eastern Economic Review, GPO Box 160, Hongkong | 
WONC091 2j 
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We saved US$743,000 











At Samsung Semicon- 
ductor & Telecom- 
munications Ltd (SST) 
the HP 3000 Series 68 


system running the 


Semiconductor Product- 


ivity Network (SPN) 


has improved yield rate 


of chips and shortened 
production time enough 
to pay for the system in 
90 days. 

SST is a leading manufact- 
urer of high tech products 
in Korea. With 6,000 
employees, the company 
manufactures a wide range 


of products, ranging from microcomputers 
to fibre optics to 256K bytes RAM chips. 





in 3 months 
through a working 


partnership v with HP. 





and engineering analysis 
throughout the process. 


“Thus, we have been 

able to increase our yields 
by 2 percent by quickly 
analyzing test results 
during the work-in-process 
stage. 


“We did a cost analysis 
three months after the 
installation and realized 

a US$743,000 gain. The 
savings have continued to 
increase since then. 


"The strong HP service 

: - and support team de- 
finitely contributed a lot to the system's 

success. They have been backing us on-site, 


Kim Dae Jun, General Manager ofthe EDP providing technical and project management 
department, says, “The HP computers were assistance to ensure we met our aggressive 


installed to automate production of semi- 


implementation schedules even under 


conductors. The special software enables us extremely tight schedules. 


to accurately check lots and reduce missing 


*Our experience with HP makes us 


runs in the production process. It also allows confident to further automate our 


us to collect engineering data G 


HEWLETT Plants in the near future." 
PACKARD 





You should consider a working partnership with HP. Now. 


Call or write to vour local office 


Australia India Korea Singapore 

Hewlett-Packard Australia Pty Ltd. Blue Star Ltd. Samsung Hewlett- Packard Hewlett- Packard Singapore (Sales) 
Blackburn, VICTORIA. BOMBAY. Tel: 4226155 SEOUL.. Tel: 784-2666, 784-4666 Pte Ltd. SINGAPORE. Tel: 4731788 
Tel: 895-2895 Indonesia Malaysia Taiwan 

China Berca Indonesia P. T Hewlett-Packard Sales (Malaysia) Hewlett-Packard Taiwan Ltd. 

China Hewlett-Packard Co. Ltd. JAKARTA. Tel: 373009 Sdn. Bhd. KUALA LUMPUR. TAIPEI. Tel: (02) 712-0404 
BEIJING. Tel: 280567 Japan Tel: 03-986555 KAOHSIUNG, Tel: (07) 241-2318 
Hong Kong Yokogawa- Hewlett-Packard Ltd. Philippines Thailand 

Hewlett-Packard Hong Kong Ltd. Sukinami-Ku, TOKYO. The Online Advanced Systems Unimesa Co Lid 

HONG KONG. Tel: 5-8323211 Tel: (03) 331-6111 Corporation, Makati, BANGKOK. Tel: 234-0991/3 


METRO MANILA. Tel: 815-3810 
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-| LETTER FROM KHUGER 





hugert means the "place of the 

minerals" and, according to legend, 
its therapeutic springs were discovered 
by a Mongolian hunter who mortally 
wounded a deer only to lose his quarry 
when it staggered into a bubbling hot 
pool — and then leaped out again, fully 
recovered. It later became the site of a 
sanitorium and spa, and is now a magnet 
for tourists — not because of its hot 
springs, but because it provides the 
nearest accommodation to Khorakho- 
rin, the 12th-century capital of Mongolia 
and seat of Temujin, the Genghis Khan. 

The meaning of Genghis is uncer- 
tain; it may derive from the Turkic word 
for "ocean" — indicating dominion — 
or it may have been coined especially 
for Temujin, to carry connotations of 
supremacy and invincibility. Whatever, 
Genghis Khan (who as a boy had been 
abandoned in the mountains to die) set 
the stage for the conquest of a Mongol 
empire which, when his great-grandson 
Kublai transferred the capital from 
Khorakhorin to Peking in 1263, 
stretched from the Danube to the China 
coast. It covered a proportion of the 
known world greater than that of any 
dominion before or since. 

Nor was Genghis Khan merely a 
great leader of the hordes. He created a 
sophisticated political system and a 
communications network based on the 
swift riding horses for which Mongolia is 
sull renowned, staged along routes 
marked by planted trees. Although 
Khorakhorin is now buried beneath the 
sand, the fortified monastery of Erdene 
Zhu was built in the 16th century from 
its ruins. With 108 stupas and 60 tem- 
ples, it provides a sufficient reason in it- 
self for a pilgrimage to Khugert. 

The foreign tourists who find their 
way to Mongolia are largely from coun- 
tries within the Soviet bloc. But, in- 
creasingly, Mongolians, West Euro- 
peans — even North Americans — are 
travelling to Khugert, the last as a result 
of easier access to China and onward 
travel on the trans-Mongolian railway 
from Peking to Moscow. This interest in 
Khorakhorin presents the Mongolian 
rulers (and their Soviet mentors) with a 
cultural dilemma, which stems from at- 
titudes to history. 

Since feudal glory is inconsistent 
with the image and aims of modern in- 
ternational communism, Mongolian 
history — officially — only began in 
1911 with the declaration of indepen- 
dence from the Manchus, and nation- 
hood came to fruition only in 1924 with 
the establishment of the first People's 
Republic in Asia. 

The problem is that Mongolians gen- 
erally are acutely aware of their earlier 
century of glory; nor can they forget 
that in the heyday of Genghis Khan, a 
substantial part of Mother Russia lay 
within the Khanate of the Golden 

















Horde. When the 800th anniversary of 
Temujin's birth fell due in 1962, they re- 
fused to downgrade the celebrations: as 
a result there were purges and public 
castigation of some officials. 

However, continued interest by vi- 
sitors — and a growing cultural maturity 
on the part of the leadership — has en- 
abled an accommodation to be reached. 
Alongside Khorakhorin is now the State 
Farm of the Order of the Golden Star — 
a huge enterprise including 20,000 ha of 
cultivated cropland (producing wheat, 
oats, barley, livestock fodder and veget- 
ables) — highly mechanised and nearly 
1,000 ha of it pump-irrigated from the 
Orkhon River. 

As the tourist buses approach, in 
sunshine or rain, the giant water Jets are 
turned on and the statistics recited. And 
if foreigners wish to wander off to look 





Temple gateway: enough reason for a pilgrimage. 


at the artifacts of past feudal decadence, 
perhaps it may serve to reinforce their 
appreciation of present achievements. 


he cultivation of virgin grassland, 

subject to high winds in semi-arid 
conditions and a starkly continental cli- 
mate, is attended by considerable prob- 
lems of soil erosion and water conser- 
vancy. The Chinese discovered this 
3,000 vears ago and sporadically, ever 
since (in recent times feverishly), have 
planted trees to combat desertification. 

The North Americans discovered it 
in the course of creating their dust 
bowls, but simply moved on to the West 
Coast. The Russians discovered it on 
their steppe farms and claim to have re- 
solved most of the problems; but, if 
true, there is little evidence of technol- 
ogy transfer at Khorakhorin — despite 
an evident Soviet presence. 
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Belts of trees have been planted but, 
in the absence of fertilisers, pesticides 
and proper tending, survival and growth 
are poor; alongside the canals, growth is 
good but survival patchy; as a means of 
controlling erosion, they have so far 
been ineffective. Part of the reason for 
the poor performance is itself cultural 
— the inability of crop farmers (Mongo- 
lian or Soviet) to accept trees as part of 
agriculture, 

Yet agriculture-supportive forestry 
has many roles to play in Mongolia, and 
Khugert could be centre stage. Apart 
from industrial timber (needed to pro- 
vide the framework of the still ubiquit- 
ous yurt), there is in the arid zone a pa- 
tent need for firewood; the principal 
domestic fuel is dried animal dung and 
its continued use is detrimental to pas- 
ture enrichment through re-cycling. 

There is a seasonal need for animal 
fodder — to see livestock through the 
harsh winters (with temperatures aver- 
aging — 26°C). And there is an overrid- 
ing need for shelter. Multiple-purpose 
trees, properly established, could serve 
these manifold purposes. 

No one knows this better than scien- 
tists of the Soviet Academy of Sciences 
and the Chinese Academia Sinica, who, 
in the 1950s, formed a joint “sand con- 
trol” team which publicised a list of 
more than 100 woody species useful in 
desert stabilisation. Many of them are 
multi-purpose trees and shrubs yielding 
fruits, fodder, medicines and fuelwood 
as well as controlling erosion and pro- 
viding shelter. But problems of technol- 
ogy-transfer and inter-disciplinary com- 
munication can be as intractable as the 
desert itself. 

There have been suggestions that the 
Food and Agriculture Organisation 
might assist Mongolia with the estab- 
lishment of a demonstration forest-farm 
in Khugert. The objectives are entirely 
commendable; but whether Mongolians 
— speaking no international language 
and having little access to appropriate 
technology (or manpower) — could ab- 
sorb a multi-national project of the kind 
that would be offered (and bringing its 
own brand of feudalism) is another mat- 
ter. Perhaps the real need is for the re- 
incarnation of the first Mongolian inter- 
nationalist (and tree planter), Genghis 
Khan. — Dennis Richardson 
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ing in Japan in 1940-41. Fortunately it is 
more evident in 1985, despite the myth- 
making about World War II. 

Historians should analyse the blun- 
ders of 1940-41 (and before) more care- 


The lesson for today 


Your COVER STORY, 
Japan's War: Versions of 
History |15 Aug.], demon- 


Instead, in early July, 
the Japanese power elite 
decided to move south- 
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strates once again an ad- 
mirable capacity — un- 
usual for weekly maga- 
zines — to step back from 
the hurly-burly and ad- 
dress a vital issue. lan 
Buruma is especially to be 
congratulated for his con- 
temporary psychological 
and political insights. 
When alluding to the 
seminal historical events 
of 1940-41, however, he 


tends to 
skirt the crucial lesson for Japan: 
a small elite group made a series of 
incredibly stupid decisions and “the 


system" proved quite incapable of 
either dumping them or forcing them to 
change policy. 

The first strategic error was to join 
the Axis in September 1940, thus un- 
necessarily linking Japan’s fate with that 
of Hitlers Germany and Mussolini’s 
Italy. Having made that choice, the sec- 
ond blunder was to ignore opportunities 
in eastern Russia when German armies 
swept in from the west in late June 194]. 
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ward against the British, 
Dutch and Americans. 
Ironically, if Japan had 
limited its December at- 
tacks to Malaya and the 
Dutch East Indies, it is not 
at all certain that the US 
would have declared war. 
Even invading the Philip- 
pines might have pro- 
duced only a token dec- 
laration, given US strate- 
gic preoccupations regarding the Atlan- 
tic. However, attacking Pearl Harbour 
sealed Japan's fate. 

The lessons for today are multifold, 
but several stand out. Most impor- 
tantly, in serious conflict situations one 
must “know thyself, know thine oppo- 
nent." Japan's insularity makes this 
especially difficult. However, the US 
made the same fundamental mistake in 
Vietnam. 

Secondly, citizens must be prepared 
to oppose, if necessary defy, govern- 
ment policies which they believe to be 
disastrous. This spirit was clearly lack- 


fully, in the process offering general les- 
sons not only for Japanese citizens, but 
also for Americans, Russians, Chinese 
and others. We all are imprisoned by 
myths of one kind or another. 

Canberra David Marr 


Strange news 


It is strange that some of the reput- 
able international news media have 
lauded the holding of a referendum and 
upazilla elections in Bangladesh by the 
military dictatorship and even termed 
the exercise peaceful and successful and 
considered these as steps towards 
democracy. 

In my opinion, this is not the correct 
picture in Bangladesh. Their comments 
may be soothing to the military rulers 
but are confusing to people both in 
Bangladesh and abroad. The world is 
aware that the elections. were held 
under strict martial law — banning poli- 
tical activities, gagging newspapers and 
even putting political leaders into jail. 
In the absence of democratic processes, 
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the River of Kings with 
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finest nightclubs. Come to 
Bangkok. Come to Sheraton. 
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Now, you can experience 
Le Raffinement in a refreshingly 
different way at Hotel Meridien Changi- Singapore. 

Situated in a luxurious garden setting just a few moments from 
the beach and with a big choice of watersports including 
windsurfing, waterski-ing and sailing, as well as access to a golf 
course and tennis facilities, the hotel is still only minutes from 
both the city's international airport and business district. 

Add to this all the facilities you'd expect from a first class 
international hotel and you'll begin to understand why 
Hotel Meridien Changi-Singapore is the ideal haven for the busy 
businessman who wants to work hard. As well as play hard. 

Le Raffinement, that unequalled style and elegance that only 
Meridien can offer, experience it in two great hotels in Singapore. 
Hotel Meridien Singapore and Hotel Meridien Changi-Singapore. 
For reservations, contact your travel agent or the Hotel Meridien Changi- Singapore, 


1 Netheravon Road, Upper Changi Road, Singapore 1750, Tel: 5456632, 
Telex: RS36042 HOMRA. 
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there was nobody to challenge the tr- 
regularities of the referendum — hardly 
9% votes were cast, but those in power 
raised the number to over 90%. 

So was the case with the upazilla 
elections, if not worse. It may be recall- 
ed that during an earlier partial relaxa- 
tion of martial law, the military govern- 
ment could not hold upazilla elections in 
1984 in the face of a tough resistance by 
the opposition. 

Time and again people have dem- 
onstrated their will against the present 
government by calling in successful har- 
tals (strikes) in the past. So measures 
now taken by the government — enlarg- 
ing the cabinet by inducting some dis- 
loyalist politicians to appear to have es- 
tablished democracy — will prove a 
total failure when martial law is relaxed. 

As the army is staying in power 
against the people's will, they cannot be 





| successful in bringing in democracy: one 


who has killed democracy cannot give 
democracy. The sooner they realise this 


| the better. 











Bangladesh 


| suggest the international news 
media should reflect the correct situa- 
tion in Bangladesh or at least reserve 
their comments in the interests of the 
people of Bangladesh. Time will reveal 
the truth. 
Abdus Salam 


Lack of analysis 

The interesting commentary on US- 
Philippine relations in THE STH COL- 
UMN [8 Aug.] was more a ploy in bilat- 
eral bargaining than a detached analysis 
of the situation — but it was not con- 
vincing, and so President Ferdinand 
Marcos is unlikely to be swayed by the 
argument that the US ts more nearly 
ready to abandon the Philippines than 
Filipinos recognise. 

The piece is unconvincing, in part, 
because of the insistence on lumping to- 
gether all opposition politicians in one 
category — those secking US support 
for the removal of Marcos. Certainly 
the nationalists favour withdrawal of 
US aid from Marcos, but that is a far cry 
from soliciting US backing for their own 
endeavours, which some conservative 
oppositionists have certainly attempt- 
ed. 

Richard Kessler's final appeal is for 
flexibility from Marcos, but the admis- 
sion that the US is probably willing to 
renegotiate the bases agreement with 
even higher rentals vitiates any pressure 
the earlier arguments may have put on 
Marcos to that end. 

The limited range of US choices "in 
the face of Marcos intransigence" which 
the commentary admits to is also uncon- 
vincing. The US is most unlikely to cut 
off aid with the expectation that it will 
topple Marcos without, at the same 
time, attempting to manipulate the top- 
pling. In fact, the toppling might not 
await formal aid severance. The omis- 
sion of any mention of a US-backed 
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coup as perhaps a necessary step to- 
wards reform in the military and the 


. > 'conomy may indicate that Kessler is 
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Japan comes close to these figures: its 
foreign sales of US$170 billion were 
slightly lower than those of West Ger- 
many. 

By relying much more on its export 
capacity than. the US and Canada, 
Europe is a more important market for 
other exporting nations — especially if | 
you take into account its lack of natural 
resources. Despite several "defensive" 
EEC strategies to put caps on certain 
imports, Europe still plays a more lib- 
eral role in international trade than the 
US. Take the actual negotiations on the 
Multi-Fibre Arrangement (MFA) — if 
the US Congress passes the proposed 
Jenkins Bill it will also endanger the 
General Agreement on Tariffs and 
Trade. The EEC on the other hand is 
willing to renegotiate the MFA regard- 
less of a loss of 44% of all jobs in its tex- 
tiles industry and a doubling of imports 
predominantly from Asian countries 
since 1974. 

Nürnberg, W. Germany Dr Reiner Gütter 


Lumpur 02-01, West Malaysia, parison 218 in the same year). Only 














Engine error 
In reporting about Malaysian Airline 
System's impending purchase of aircraft 
engines [29 Aug.]. your writer James 
Clad erroneously mentioned that Datuk 
Eric Chia, chief executive of UMW 
Corp. Bhd (our new name since 1 July), | 
"represents Pratt & Whitney." | 
UMW wishes to state categorically 
that neither the group itself nor Chia in 
his personal capacity have ever served 
or acted as agents for Pratt & Whitney 


Dol Ramli 
Selangor UMW Public Affairs Director 


e This error was corrected in the 5 Sep- 


tember edition (page 7). 
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NEW 3-ENGINE PROFIT CENTER: THE MD-TI 


The bottom line-and how to improve net profit- 
is of major concern to every airline. The flexible, 
fuel-efficient MD-11 is born of just such 
concern. 

Its seat mile costs promise to be substantially 
below those of the 767 and operating costs for 
the MD-11 will be 35% lower than those 
of the 747 while maintaining comparable 
seat mile costs. 

It will have a bigger cargo capacity than either 
aircraft-and, after accommodating passenger 
baggage, will have 57% more cargo capacity 
than the 747. 

To convey the size and capabilities of the 
MD-I, a comparison with our DC-10-30 may 
help: the MD-11 fuselage will be 22 feet longer; 
it will comfortably welcome 54 more passengers 
(that's 331, mixed class]; it will have new high- 


efficiency engines, and itsrange will beincreased 
to over 6,000 nautical miles. 

Much will be new on the flight deck. The flight 
management system, the cathode ray tube dis- 
plays, the digital autopilot-all are state of the art. 
Most important, by automating flight engineer 
functions, the cockpit crew will now be two, 
further reducing operating costs. 

Main cabin interiors have been redesigned as 
well with many passenger-pleasing features. 
Travelers will discover larger storage compart- 
ments throughout plus new overhead bins for 
those seated in the center sections. 

The new MD-11. It blends advanced tech- 
nology with proven reliability. 


MCDONNELL 
DOUGLAS 











Mirror of the times. 


At Mitsubishi Bank, every technological discovery $ Mitsubishi Bank 


revolutionizing our world of banking will soon be 
revolutionizing your world of business. 








i n the pre-dawn hours of 9 September, troops and tanks 
moved into strategic positions in Bangkok in the classic 
fashion of a military coup. But this time the outcome was 
not as predicted. ‘Young Turk’ Manoon Roopkachorn had 
been here and done this before — and so had Prime Minis- 
ter Prem Tinsulanond. In 1981, Manoon's attempt to over- 
throw him failed. This time it was the desperate act of a dis- 
graced army officer, and again he failed. And once again, 
Manoon did not conform to the usual pattern of Thai coups 
— instead of being proverbially 'bloodless,' five people, in- 
cluding a respected journalist and his colleague, lost their 


lives. Bangkok correspondents John McBeth and Paisal Sricharatchanya 
record the events and explain why it was a coup that failed. 


Pages 14-16. 


Cover illustration by Lui Mo Ping. 





Page 16 

Indonesia loses its bid for the next 
non-aligned summit, but holds off a 
hostile resolution on East Timor. 


Page 18 

A new Malaysian multi-racial opposi- 
tion party — which has a potential fol- 
lowing of government critics — awaits 
registration. 


SOUTH CHINA MORNING POST 





Peking shows its impatience with 
'democratisation in Hongkong in 
pushing through the constitution for 
the Basic Law Consultative Commit- 
tee. 


Pages 28-32 

Pakistan's press is cautiously allow- 
ing opposition views of President Zia- 
ul Haq's military regime into its news 
columns as the government eases en- 
forcement of tough laws restricting 
freedom of the press. 


Page 42 

Hanoi retreats from its hardline stance 
linking the problem of US soldiers 
missing in action in Vietnam to US war 
reparations as part of a new effort to 
normalise relations with Washington. 


Page 44 

John Howard, a new-Right leader in 
the Thatcher-Reagan mould, takes 
over the Australian Liberal Party from 
Andrew Peacock. 


Page 61 

Peking is trying to find a way to turn 
Shenzhen, China's showpiece econo- 
mic development zone, into a conduit 
for capital and technology instead of 
the vast shopping centre it has be- 
come. 


Page 62 

Japan's punitive tax on high personal 
incomes is seen as the latest barrier to 
foreign business. 


64 
Pakistan's bond issues aimed at en- 
ticing illicit 'black' money back into 
the mainstream economy have been 
an outstanding success. 


Pages 68-70 

Hongkong's Sun Hung Kai group is 
looking to its future without its found- 
er and driving force Fung King-hey, 
whose death came just as the com- 
pany appeared in its strongest posi- 
tion for some years. 


Penang's free-trade-zone industries 
are in trouble as changes in electro- 
nics manufacturing processes pres- 
sure foreign investors to close their 
Malaysian plants. 


Page 96 

US President Ronald Reagan begins 
to harden his trade policy in an at- 
tempt to head off the strong protec- 
tionist pressures coming from con- 
gress. 
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| Malaysian lawyer 


on sedition 

The vice-president of the Ma- 
laysian Bar Council, Param 
Cumaraswamy, was arrested 


on 10 August and charged the 


next day under the Sedition 


The charge arose from a 24 


| July press statement on behalf 


of the Bar Council, appealing 
to the pardons board presided 
over by the king, to reconsider 
the death sentence passed on 


| Internal Security Act (ISA) de- 
| tainee Sim Kie Chon, in which 


Cumaraswamy had drawn 


-comparisons between Sim and 


former minister of culture, 
youth and sports Datuk Mokh- 
tar Hashim. In it, he implied 


- that different yardsticks were 


b 


vi 
Lr 
b 


J 
II, R 


' 


. publicly 


applied for the “meek and 


ES and the “rich and power- 
E27 


Sim was convicted under 


. the ISA of possession of a .38 


Smith and Wesson revolver 
and five rounds of ammuni- 
tion. Mokhtar was convicted of 
murdering a political rival. The 
pardons board later commuted 
Mokhtar's death sentence to 
life imprisonment. Sim's ap- 
peal for clemency was rejected. 
The relevant clause of the 
Sedition Act under which 
Cumaraswamy was carged 
carries a penalty of a M$5, 
(US$2,005) fine or three years’ 
jail. Cumaraswamy was re- 
eased on bail of M$2,000. 
— Suhaini Aznam 


Chinese official seeks 
asylum in Hongkong 
A Chinese trade official, who 
requested political 
asylum in the US while visiting 
Hongkong and then tried to 
commit suicide, has asked to be 
allowed to stay in the territory. 
A Hongkong Government 
statement said that if the offi- 
cial, Wu Yalun, 33, filed a 
formal application to remain in 
the territory, it would be dealt 
with in the “usual way,” ac- 
cording to the Immigration Or- 
dinance. 

Wu was part of a trade dele- 
gation visiting Hongkong. He 
was discharged from hospital 
on 10 September in the com- 
pany of Hongkong Govern- 
ment Special Branch agents 
after undergoing treatment for 
a self-inflicted neck wound. He 
reportedly tore up his Chinese 
passport during a banquet on 
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3 September and demanded 
asylum. Later that evening, he 
cut his own throat. 

Peking’s official representa- 
tive in Hongkong, the Xinhua 


newsagency, issued a terse 
statement saying reports de- 
scribing Wu as seeking asylum 
were sheer nonsense. 

— Emily Lau 


Taiwan court rejects 
Liu's murderers' appeal 
On 5 September, Taiwan's 
Supreme Court rejected two 
gang leaders’ appeals against 
their convictions for the Oc- 
tober 1984 murder of Chinese- 
American writer Henry Liu. 
Bamboo Union gang leaders 
Chen Chi-li and Wu Tun. who 
were convicted in Taipei Dis- 
trict Court on 9 April, received 
life sentences for the killing. 
Liu's murder, in Daly City, 
California, damaged US- 
Taiwan relations when it was 
revealed that top officials in 
Taipei's Military Intelligence 
Bureau conspired with the 
gang leaders against Liu, a cri- 
tic of Taiwan's ruling Kuomin- 
tang. Former bureau director 
Wong Hsi-ling was also con- 
victed of murder by a military 
court on 19 April. 


— Cari Goldstein 
US and Soviets discuss 
their in Asia 


The US and the Soviet Union 
are holding the first of what are 
to be regular talks on Asian is- 
sues — particularly those con- 
cerned with Indochina and 
Korea — on 12-13 September. 
The respective delegations are 
led by Soviet Deputy Foreign 
Minister Mikhail Kapitsa and 
US Assistant Secretary of State 
for East Asia and the Pacific 
Paul Wolfowitz. 

US officials say the talks will 
be an exchange of views, rather 
than negotiations, and are ex- 
pected to touch on China, the 
US-Soviet military build-up in 
the North Pacific as well as In- 


dochina and Korea. 


— Robert Manning 
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South Korea to open 

fire insurance market 
South Korea will start opening 
its domestic fire insurance mar- 
ket, worth about Won 26 bil- 
lion (US$32.6 million), to 
foreign competition next year, 
according to Ministry of Fi- 
nance officials. They said two 
missions will be sent to South- 
east Asia to survey the impact 
of foreign insurance companies 
in countries like the Philip- 
pines, Hongkong and Singa- 
pore. 

The move is an apparent re- 
sponse to formal US action 
against South Korea alleging 
unfair trading practices in its 
insurance markets (page 96). 
At present the country's life in- 
surance business, worth some 
Won 2.8 trillion, and general 
insurance market, worth about 
Won 870 billion on a premium 
basis, are virtually closed to 
foreign companies. Officials 
said, however, that market- 
opening measures will be 
gradual. A detailed plan for 
step-by-step liberalisation of 
the insurance business will be 
announced by the end of this 
year, they said. 


— Shim Jae Hoon 
P&W ines for 
new MAS Boeing 


The Malaysian Government 
has signed an agreement to 
purchase Pratt.& Whitney en- 
gines for a Boeing 747-300 on 
order from the US aircraft 
manufacturer next year. The 
price is not known, being vari- 
ously reported at US$40 mil- 
lion or M$53 million. The na- 
tional carrier, Malaysian Air- 
line System, with Transport 
Ministry endorsement, had 
selected Rolls-Royce engines 
for the aircraft, but lost out at 
cabinet level in July to the Fi- 
nance Ministry (REVIEW, 29 


Aug.). — James Clad 
New Japanese investment 
clinched for Indonesia 


A 100-member Indonesian in- 
vestment delegation to Japan 
signed deals worth US$364 mil- 
lion in Tokyo on 10 September. 
Most prominent were agree- 
ments between Indonesian in- 
terests and the Japanese car- 
makers Toyota, Mazda, 
Suzuki, Daihatsu and Hino for 
Indonesian-based production 
of car and truck parts and 
diesel engines. An agreement 
was also to be reached between 





an Indonesian firm and Mat- 
sushita Corp. for the produc- 
tion of refrigeration compres- 
sors. . 
Other major projects’ in- 
volved industrial chemicals 
production, agricultural equip- 
ment manufacture and a plant 
for industrial gas processing. 
An offshore oil-drilling facility 
drew investment from Japan 
Oil Drilling Co. The US$364 
million in new direct invest- 
ments compares with some 
US$5 billion Japan invested in 
Indonesia in 1967-84. 
— Bruce Roscoe 


Another Taiwan trust 
company in trouble | 
Financial troubles at another 
investment and trust company 
in Taipei led to a takeover on 6 
September of the privately 
owned Overseas Trust Corp. 
(OTC) by the government- 
controlled United World 
Chinese Commercial Bank 
(UWCCB). OTC, the smallest 
of Taiwan's private trust com- 
panies, fell victim to declinin 
public confidence in the, trust 
since a financial ‘Scandal 
erupted in February in'two fiè 
nancial institutions linked {ó 
the Cathay group. OTC's de- 
posits had declined by more 
than 14% — to about NT$9 bil- 
lion (US$222.8 million) — 
since the beginning of the year. 
Poor returns on property and 
stockmarket investments wor- 
sened the squeeze on the trust 
company, which is 75%-owned 
b verseas Chinese in the 
Philippines and Hongkong. 
Upon taking over OTC, a 
move that came at the Ministry 
of Finance's behest, UWCCB 
announced it would increase 
OTC's capitalisation by 
NT$500 million. 

— Carl Goldstein 


Tokyo moves to stem 

long-term capital outflow 

Japanese securities companies 
have been warned by the 
Ministry of Finance (MoF) 
against "aggressive" selling of 
foreign bonds to corporate in- 
vestors in a move apparently 
designed to reduce long-term 
capital outflow. The MoF said 
securities companies should re- 
mind potental investors of the 
foreign-exchange risk entailed 
in buying US dollar bonds. The 
MOoF's warning was issued after 
two of its top officials had been 
summoned to the prime mims- 
ter's office to discuss reasons 
for the exceptionally heavy 
capital outflow in June and 
July. — Charles Smith 
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McKINSEY REPORT 
Management consultant McKinsey & 
Co is about to deliver its long-awaited 
written report on Singapore’s ailing 
ship-repair industry. In an earlier oral 
presentation to the two companies 
that commissioned the study — 
Keppel Shipyard and Sembawang 
Shipyard — McKinsey said the best 
solution would be the closure of both 
Keppel's main yard and its new 
ULCC-sized facility at Tuas and the 
concentration of resources on the 
larger and more integrated dock 
complex at Sembawang. Keppel's 
executives are believed to have 
rejected the report's 
recommendations outright. It now 
seems likely that Keppel will move its 
entire workforce to Tuas and try to 
sell its older site to the Port of 
Singapore Authority. 


CONCENTRATED ADVANCE 


A delegation of a dozen influential 
Malaysian businessmen is making an 
ünpublicised four-day visit to China 
Beginning 17 September. Comprising 
members from both the ethnic Malay 
and Ghinese chambers of commerce, 
the delegation will do what one 
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.. An Afghan airliner that was flying from 
Kabul to Farah was hit by a missile allegedly 
fired by Muslim guerillas and crashed near 
Kandahar, killing all 52 people on board, 
Radio Kabul said (7 Sept.). 


AUS TRALIA 
‘Andrew Peacock resigned as leader of the 
opposition Liberal Party and was replaced by 


his deputy John Howard (5 Sepr.). 
BANGLADESH 


The government asked Thailand to return 
140 hostage Bengali fishermen who were 
working on seven Thai trawlers that left 
Bangladesh waters last month (7 Sept. ). 


Spanish Prime Minister Felipe Gonzales 
arrived on an official visit (4 Sept. ). China re- 
placed its chiefs of police and state security in 
a government reshuffle which brought 
younger -men to head five ministries (6 
Sept.). A Chinese immigrant who was re- 
cruited in Hongkong to spy for Taiwan was 
sentenced to 13 years’ imprisonment by a Pe- 
king court, Chinese News Service reported 
(10 Sept.). 


HONGKONG 


Timothy Renton was appointed minister 
of state in charge of Hongkong affairs in the 
British Foreign Office replacing Richard 
Luce (5 Sept.). A high-powered internal gov- 
étnnient committee chaired by Chief Secret- 
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member called *some concentrated 
advance work" for Prime Minister 
Datuk Seri Mahathir Mohamad's 
visit to Peking in November. 
Malaysian officials now in Peking are 
trying to complete negotiations on 
taxation, shipping and investment in 
time for Mahathir to sign agreements. 


CABINET 


South Korean 
President Chun 
Doo Hwan is 
about to reshuffle 
his cabinet to 
boost his 
government's 
sagging image. 
Among those 

| likely to go are 

M Rhee Kyu Ho, 
Chun's chief 
secretary, who is 
reportedly being considered as South 
Korea's next ambassador to Japan, 
and Defence Minister Yoon Sung 
Min. Such key economic portfolios as 
economic planning and irate may 
also be affected. The changes will be 
cosmetic, with overall policy 
remaining the same. 





Chun. 


ary Sir David Akers-Jones was formed to 
oversee Hongkong’s relations with China, it 
was reported (6 Sept.). 


Suspected Sikh terrorists assassinated an 
official of the Congress party, Arjun Dass, in 
Delhi (4 Se c), Security forces rounded up 
nearly 300 Sikh extremist suspects (5 Sept. ). 
More than half of Punjab's election candi- 
dates withdrew their nominations as au- 
thorities stepped up a hunt for Sikh ex- 
tremists trying to disru t polling, the United 
News of India said (6 Sept. ). Sikh extremists 
shot dead a Congress youth leader, Subash 
Chander Shingari, in Punjab (8 Sepr.). 


INDONESIA 


Thai Prime Minister Prem Tinsulanond 
arrived on an official visit (8 Sept. ). 


NEW ZEALAND 

The French Government ordered a fresh 
probe into charges that France was involved 
in mining the Greenpeace protest ship Rain- 
bow Warrior in New Zealand (5 Sept. ). 


PAKISTAN 

Benazir Bhutto was detained on charges 
of illegal P activity, the interior minis- 
ter said (9 Sept.). 


PHILIPPINES | 
Opposition groups asked the Supreme 

Court to overturn the ruling Kilusang Bagong 

Lipunan party's dismissal of a motion to 


= 


PALM OIL RIVALRY M. 
Malaysia, the largest supplier of palm. 
oil to India, is likely to lose some of 


this lucrative export market, with —.— 
Indonesia emerging as a rival source 
of the commodity. In early à 
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September, New Delhi for the first A 


time bought 12,000 tonnes of palm oil 
from Jakarta. India, which bought 40- - 
50,000 tonnes of palm oil a month 
from Malaysia last year, has been 


pushing Kuala Lumpur for counter- — 


trade in the commodity without much | 
success. Jakarta has expresseda 
willingness to sell part of India's needs 


ÀY 


on a counter-trade basis. « 
OFF THE ENEMIES LIST | 
Pleased with Laos' cooperative an 


attitude on searching for the remains _ 


of American soldiers missing in action — 


during the Indochina war, a. 
Washington is now seeking to remove - 
Laos from its list of “enemy 


1 


countries," a move which would make 


Vientiane eligible for US | 
developmental aid. Indicative of — - 
Washington's new mood is its | 

invitation to Foreign Minister Phoune 
Sipraseuth of Laos — Hanoi's closest - 


ally — to visit Washington in October. 


impeach President Ferdinand Marcos (8 


2 


Ja . 


Sept.). «€ s 


Former president C. Devan Nair rejected 


a pension offered by the government on 
condition that he s not drink, sayin 
amounted to “financial coercion” (4 Sept. ). - 


SOUTH KOREA 


About 1,000 students staged an anti-gov- 
ernment rally at Korea University for the 


had rounded up 
'Korean agents to infiltrate Southern univer- 
sity campuses and stir unrest (9 Sept. ). 


SRI LANKA 


Tamil separatists killed a fisherman and 
wounded two others in an attack on a 


Sinhalese boat at sea (8 Sept.). Eight Tamil 
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second day (6 os ). The governmentsaidit | 
2 people recruited by North - 


| 
| 
| 
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rebels were killed and the home of a former 
Tamil member of parliament set ablaze in | - 
Eastern Province, a government spokesman | 


said (10 Sept.). 


TAIWAN 

The Supreme Court rejected the appeals 
of two gangsters sentenced to life imprison- 
ment for murdering Chinese American writ- 
er Henry Liu in California (5 Sept. ). 


THAILAND — 

JA Government forces put down an attempt- 
ed coup by 500-600 soldiers led by former 
military leaders (9 Sepr.). 
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Prem survives a second abortive Young Turk coup 


Manoon's wild gamble 


By John McBeth and Paisal Sricharatchanya in Bangkok 


i t was a coup that never could have suc- 
ceeded, the desperate act of a dis- 

aced colonel. But four years after 
eading the ill-fated Young Turks re- 
bellion, Col Manoon Roopkachorn 
gave a dramatic demonstration of the 
extraordinary loyalty he still retains 
among soldiers in the armoured regi- 
ment he once commanded. The out- 
come was the shortest and bloodiest in- 
cident of its type since the abortive so- 
called Manhattan Coup of 1947. 

On 9 September, Prime Minister 
Prem Tinsulanond was on a brief visit to 
Indonesia, supreme commander and 
army commander Gen. Arthit Kam- 
lang-ek was in aeu im and the king and 
queen were away from the capital in 
southern Thailand. Crown Prince Vaj- 
iralongkorn, commander of the battal- 
ion responsible for security at Chitrlada 
Palace, was on a trip to Italy. 

In this apparent vacuum, Manoon, 
the former ith Cavalry Regiment com- 
mander, made his move in the pre-dawn 
hours with 22 tanks and, by the govern- 
ment’s reckoning, only 500-600 men — 
a pitiful force compared with the 8,000 
he fielded for the 1981 rebellion. 

In the hours that followed, the coup 
slowly fell apart. But not before heavy 
barrages of cannon and machine-gun 
fire claimed the lives of at least five peo- 
ple. Another 60 people, most of them 
civilians, were reported wounded. 

After the collapse of the coup, Man- 
oon, 49, and his younger brother, Wing 
Commander Manat Roopkachorn, 
were allowed to leave the countr 
aboard a Royal Thai Air Force (RTAF) 

lane, reportedly in exchange for the 
ife of air force commander Air Chief 
Marshal Praphan Dhupaatemeya who 
had been taken from his house at gun- 
ES. They flew to Singapore and are 
elieved to have then separated and 
travelled on to different destinations. A 
report from Washington said that Man- 
oon had applied for a US visa from 
Singapore airport, which he was appa- 
rently not allowed to leave. 

Also implicated in the coup and 
making up its nominal leadership were 
former prime minister and supreme 
commander Kriangsak Chomanan, 68; 
one-time supreme commander and 
army commander Gen. Serm na 
Nakhon, 65, and former deputy army 
“commander Gen. Yot Thephasdin na 
Ayutthaya, 67 — the men who in 1978 
occupied the country's three most im- 
portant military posts. In the imme- 
diate aftermath of the coup, it was 
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not clear whether they were willing par- 
ticipants or had been coerced into play- 
ing a part. 

But the Young Turks were Kriang- 
sak's initial power base in the mid- 
1970s: it was they who elevated him to 
power. Being the only coherent military 
faction at the time, the Young Turks 
wielded considerable influence as 
noone broker in Thai politics. They 
ater withdrew their support for 
Kriangsak, in favour of Prem who then 
became prime minister. 

Although they were not detained in 
custody, the three retired generals are 


under investigation as part of a post- 
BANGKOK POST 


j v 2s : 


Manoon; Serm; Kriangsak: ill-fated plot. 


coup inquest. Also being examined are 
two top air force figures, former dep- 
uty supreme commander Air Chief 
Marshal Krasae Intharathat and current 
Deputy Supreme Commander Air 
Chief Marshal Arun Promthep. The 
three army generals are expected to be 
summoned to an audience with King 
Bhumibol Adulyadej at his hilltop Tak- 
sin Palace in southernmost Narathiwat 
pon The king and Queen Sirikit 

ad played a pivotal role in supporting 
Prem and thereby undermining the 1981 
coup attempt. 


I far as can be ascertained, Mano- 
on acted alone without any assist- 
ance from the other Young Turk officers 
who participated in the 1981 upheaval. 
But as one insider put it: “When you talk 
about the Young Turks, you talk about 
Manoon. Without Manoon, you have no 
Young Turks.” Close friends appear to 





have been unaware of what he was plan- 
ning, though they acknowledge that he 
has never resigned himself to the fact 
that his military career was over. 
Ostensibly, the main reason for the 
coup was deteriorating economic prob- 


‘lems — probably the only issue in any 


event that would be likely to strike a re- 
sponsive chord. An announcement by 
the self-proclaimed revolutionary group 
dwelt on the plight of the nation’s farm- 
ers, the depressed business and man- 
ufacturing sectors, growing unemploy- 
ment among the educated, and the fail- 
ure of finance companies. Rebel offic- 
ers also criticised the government's am- 





nesty programme for Communist Party 
of Thailand (CPT) defectors, claiming it 
had facilitated the massive infiltration 
of communist cadres into urban areas. 

But Manoon's own personal ambi- 
tion appears to have been the real driv- 
ing force. He gambled on his own popu- 
larity and support from infantry units in 
the 1st Army Region to back up his 
tank-led spearhead. When that failed, 
he was left with a tank commander's 
nightmare — how to deploy his armour 
without infantry protection. 

In the end, he was forced to pull 
most and finally all of his tanks away 
from the key positions they occupied 
and back to the broad Royal Plaza in 
front of Supreme Command headquar- 
ters, the coup-makers' command post. 
There he could do little more than 
wait, and as thousands of people con- 
verged on the area and swarmed over 
the armour, any ideas he may have had 
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of a climatic battle q 


anoon had been in the US with his 


wife, Montha, since April, brushing up 
his English in preparation for his en- 
trance into Cornell University where he 
hoped to take a master's course in social 
science — a similar degree to that which 
he obtained at Bangkok's Kasetsart 
University following the 1981 coup. 
Even his departure for Los Angeles 
had been clouded with the sort of con- 
troversy that has followed him since 
1981 and his alleged subsequent in- 
volvement in a plot to assassinate Prem. 
Well-placed sources say Crime Suppres- 
sion Division (CSD) police were or- 
dered to prevent him from leaving, but 
when they arrived at Don Muang air- 
port they were forced to back down ina 
confrontation with heavily armed ele- 
ments of an air force security force bat- 
talion, which his brother Manat com- 
manded up until two months ago. 


GN that incident, little known up 
to now, it seems surprising that 
when he did return only a week before 
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the latest upheaval, he slipped through 
without apparently attracting any real 
attention. Rebel soldiers from the 
Bangkok-based 4th Cavalry Battalion 
and its former parent unit, the Saraburi- 
based 4th Armoured Regiment, said 
they received their coup orders from 
Manoon at midday on 8 September. 
Also involved were troops from a 2nd 
Cavalry Division task force at Ta 
Phraya, on the Thai-Cambodian bor- 
der, air force security guards loyal to 
Manat, and a small detachment of para- 
troopers attached to the Lopburi-based 
3rd Special Forces Regiment. 

Dressed mainly in civilian clothes, 
those from outside the city travelled 
through the early-morning darkness in 
pickup trucks and army lorries to the 4th 
Cavalry Battalion headquarters in the 
heart of Bangkok's military district. 
There they are reported to have re- 
ceived their final instructions from a 
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the loyalty of his men over the past four 
years is no mystery to those who know 
him. In the years he spent in the cavalry, 
rising first to 4th battalion commander 
and then to commander of the regiment 
itself, he was well known for his pater- 
nalism and for the generous help he 
gave to even the lowest-ranking sol- 
diers. “He was, quite simply, a good 
commander,” said one source. “And in 
terms of pure professional expertise he 
was one of the best armoured officers in 
the Thai army.” 

Even after his dismissal from the 
army, Manoon continued to look after 
the welfare of the men who served 
under him, playing host to numerous 
soldiers who called on him at his home. 
"When you're good to them, as he has 
been, they remember you for life, that’s 
the Thai way,” said another source close 
to him. “He kept up his contacts with 
those up to junior officer level. They 
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crew the tanks so there was no need to 
know anyone else." 

Interestingly, the 2nd Cavalry Divi- 
sion, which groups together the Ist 
Cavalry Regiment, the 4th Armoured 
Regiment and the 5th Mechanised In- 
fantry Sepen, is commanded by a 
recognised Prem loyalist, Maj.-Gen. 
Ariya Ukhotkit. Little is known about 
4th regiment commander Col Samit 
Kullayanamit or lst regiment com- 
mander Col Boonsong Phattharasung- 
kran. But the 4th battalion commander 
Lieut-Col Pinit Chomprom, who serves 
under Boonsong, is another with close 
links to the prime minister, himself a 
former cavalry officer. 

Ruling out the involvement of these 
four, however, experienced military ob- 
servers find it difficult to believe that at 
least some key staff officers did not take 
a hand, either by helping directly or 
turning a blind eye. This suspicion re- 
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volves around the difficulty — 
fuel supplies, particularly at the tail en 
of the fiscal year when budgets and re- 
lated controls are much tighter than 
usual. Also unexplained is how hun- 
dreds of soldiers managed to slip away 
from their units without raising serious 
alarm. 


joda government response to the re- 
bellion was generally cautious. No 
effort was made to call out the Bangkok 
peacekeeping force, a mechanised in- 
fantry company on continual five-mi- 
nute standby which was formed for what 
was thought to be a counter-coup mis- 
sion in mind. Elements of two Ist Divi- 
sion units — the Ist and llth regi- 
ments — and the Saraburi-based 5th 
Mechanised Infantry Regiment were 
committed to the streets in the early 
afternoon, but apart from one scattered 
exchange of fire they exercised consi- 
derable restraint. 

Prem flew direct from Jakarta to 
southern Thailand to confer with the 
king, arriving only an hour after Ist 





Army Region commander Lieut-Gen. 
Pichit Kullavanich had negotiated an 
end to the coup. In a taped nationwide 
TV appearance, Prem was near tears as 
he pledged to do his utmost to restore 
national unity. Arthit also sped home, 
from Copenhagen, in a chartered That 
International — 

Most diplomats agreed that the 
whole episode was ill-conceived and the 
act of a desperate man. But there are a 
lot of questions still to be answered, 
among them the extent of the plot and 
whether in fact Manoon had been led to 
believe he could count on more exten- 
sive support. Whatever transpires, the 
tragedy of the incident, apart from the 
loss of life, is that Thailand has once 
again earned the unenviable reputation 
ofa country where the coup d'etat is still 
the preferred instrument of political 
change — even if it is only perceived in 
the eves of irrational men. 
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he Pa observer icoup: 
ave been 15 Thai coups in 50 years — 
gkok's Ist Division radio station at 9:55 a 
er looked all too familiar. Relaxed re 
ched on tanks, watched equally relaxed pr 
Ops, positioned a stone's throw away, who had n 
thered to change into combat gear. 

— ; Butsuddenly the calm was shattered. And in the ı oments 
that followed, the situation took a violent and:nasty turn, 
which was in sharp contrast to the pattern of most Thai 
coups. 

< Four rebel tanks, lined up abreast of one another, un- 
leashed a barrage of point-blank cannon and machinegun fire 
at the radio-station compound, blasting away its gates, a sec- 
tion of the adjacent wall and badly damaging the station's 
main building. Other rebel tanks, positioned about 800 m 
away on the Royal Plaza, soon joined i in, levelling. their guns 
at the station's tall antenna. 

| «Neil Davis, bureau chief for the US- based National 
Broadcasting Company, and his American soundman, 
Bill Latch, hugging the ground beside him, filmed the action 
for 50 seconds from a position just to the right of the gates as 
tanks traversed their main-gun turrets. Davis, 51, a veteran 
correspondent, was slightly wounded in the first burst of 
but together with Latch he took advantage of a short lull 















































qm shooting began again. A cannon ‘shell pun ched. 
o the wall next to the two, and shrapnel ripped into Davis’ | 
, killing him instantly. Mortally wounded by the same 








ly Jit Joliffe in Luanda 











| nearby school. 


shooting to crab-walk 10 m along the street, out of the T 


tch died six hours later in hospital. Inside the station ..| bh 
HOC. at least two Senes also died xs aure | soon 
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The. coup had begun quietly before dawn when rebel 
cavalrymen and air force security guards sporting sky-blue 


“scarves took over the Supreme Command adjacent to the 
Royal Plaza and seized control of other strategic locations — 


including Government House, Radio Thailand, the. Mass 


Communications Authority of Thailand (which runs TV 


Channel 9) and the Bangkok Mass Transit Authority, 
operator of the Bangkok bus service. 

_ Typical of Thai coups, the day-long rebellion was watched 
by thousands of curious onlookers-who dived for cover or 
simply ran away when gunfire broke out — but nonetheless 
kept dangerously close to the scene of action. However, the 
coup bid appeared to arouse little support from members of 
the public, who were confused by conflicting claims broad- 
cast over the airwaves. 

The. rebels’ first broadcast on Radio Thailand came at 
7:30 a.m. as the majority of Bangkok residents were heading 
for offices and schools. An di en Ys — before the 
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vernment side, poddani at the Lith Infantry 


Regiment on the northern outskirts of Bangkok, was broad- 


'V Channel 
morning dragged on, an increasing number o£other 
ns switched to the government broadcasts; and.it 
on. ne clear who was in contro. 
48) Repeated announcements by the self-proclaimed révolu- 

wary group for senior government officials and military 
commanders to report to the rebels apard fell on deaf 
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in — it S. Mp te Fr 
said.. "The non-aligned, 
presents. 1 
member states, 
agreed unanimously. eh: 

There was no. such: consensus over 
two other contentious issues.— the Iran- 
Iraq war and the East Timor question. 





"he eighth meeting of ministers from 
| non-aligned countries has. ended 
vith an expected strong statement on 
partheid, a surprise resolution on 
ew Caledonia and a bitterly contest- 
d. defeat for a resolution on East 
"mor. 

The choice of Luanda for the meet- 
ng set the tone. For the non-aligned 
eeting pressure on Pretoria must be 
ustained and increased, so it was also to 
e expected that the meeting decided on 
'imbabwe as the venue for the next 
ummit, ahead of bids by. Yugoslavia 
and Indonesia. The choice means that 



















eding India. 





ould put the issue of the. troubled 
Trench Pacific territory on. the UN 
genda for the first time in 28 years. It 


Zimbabwe will lead the non-aligned | 
movement for the period 1986-89, suc- 


The surprise resolution of the meet- | 
ng concerned New Caledonia, which | 


was proposed by the Vanuatu delega- 
tion, and stated: “The ministers recog- 


nise that the South Pacific is the region 


of the world which contains many non= 
self-governing territories. In. this con: 
text, the ministers expressed. their sup- 
port for self-determination and the 
early transition to an independent New 
Caledonia in accordance with the rights 
and aspirations of its indigenous peo- 
ples." The document went on to note: 

“The existing dialogue between the ad- 
ministering power and New Caledonia's 
people" and commended both. parties 
for their stated desires for “a speedy and 
peaceful solution." 

Local elections are due in New Cale- 
donia on 29 September as part of an ag- 
reed transitional programme but Van- 
uatu's Foreign Minister Sela Molisa: said 


clos would “Now — the 







Both questions deadlocked and delayad 
the conference. 

The draft political seal pre- 
sented by the host country Angola con- 
tained three paragraphs on East Timor, 
which "considered as positive the con- 
versations carried out between Portugal 
and Indonesia" under UN auspices, 
while recognising the need for "the par- 
ticipation of representatives of the peo- 
ple of East Timor.” The former Por- 
tuguese colony was integrated into In- 
donesia in 1976 but local resistance has 
continued. 


po objected strongly to its;in- 
clusion on the grounds that the issue 


had been deleted from the non-aligned 


agenda two summits ago, at Havana, 
and it had the support of the over- 
whelming majority of delegates. East 
Timor's anti-Indonesian movement, 
Fretilin, which attended as guests. of 


ears as most rallied instead to the gov- 
ernment command headquarters. 

According to Deputy Prime Minis- 
ter Prachuab Suntarangkoon, who was 
in charge during Prime Minister Prem 
Tinsulanond's visit to Indonesia, the 
government was alerted at about 1 a.m. 
Prem was kept abreast of the develop- 
ments via a hotline with Jakarta. King 
Bhumibol Adulyadej, guarded by 
loyalist officers of the 4th Army 
Region, was also briefed through- 
out. 

Military spokesmen said the king in- 
structed the government to effect a 
quick and peaceful end to the coup in 
order to prevent further loss of life 
and property. So rather than being 
taken by force in what conceivably 
could have been an attack by heavily 
armed helicopter gunships, the re- 
bels were persuaded to lay down their arms and surrender. 


Sis of defeat came at around 3 p.m., when nominal 
coup leader Serm na Nakhon and two retired generals, 
former prime minister Kriangsak Chomanan and former 
deputy army commander Yos Thephasdin na Ayutthaya, 
were escorted home from the Supreme Command. Govern- 
ment spokesmen said all three had been “half-requested and 
half-forced" to join the rebels that same morning. The exact 
whereabouts of a fourth senior officer, air force commander 
Praphan Dhupatemeya, at that stage remained unclear, but 
Young Turk coup leader and former 4th Cavalry Regiment 
commander Col Manoon Roopkachorn reportedly was es- 
corted to see Ist Army Region commander Lieut-Gen. Pichit 
Kullavanich to “negotiate” the surrender. 

In the ensuing hour, main-gun shells were unloaded and 
cartridge trays emptied from the rebels’ M41 tanks, all of 
which carried portraits of the King Bhumibol, Queen Sirikit 
or Crown Prince Vajiralongkorn on their turrets throughout 





] the rebellion. An attempt. by two 
former labour leaders to mobilise hun- 
dreds of workers in support of the.re- 
bels fizzled out. And by 4 p.m. — with 
thousands of people swarming over the 
assembled armour and bringing a carni- 
val atmosphere to the Royal Plaza — 
the rebellion ended. 

The counter-coup operation — in- 
volving elements from the Bangkok- 
based 3rd Infantry Battalion and Ist 
Artillery Battalion, the Saraburi-based 
2nd Cavalry Division, plus a number of 
plainclothes army men who carried 
negotiation messages back and forth on 
motorcycles — was directed by deputy 
army commander Gen. Thienchai 
Sirisamphan, who was in charge in the 
absence of army commander and sup- 
reme commander Gen. Arthit Kam- 
lang-ek. According to reliable sources, 
the overall strategy was masterminded by the politically as- 
tute deputy army chief of staff Lieut-Gen. Chaovalit 
Yongchaiyut, who is slated to assume the post of army chief 
of staff next month. 

By virtue of a 1952 law, the government reactivated the 
National Peace-Keeping Command. This in essence au- 
thorises the army commander and supreme commander to 
take charge of security in Bangkok and all up-country pro- 
vinces — with overriding power over the civil service, police 
and military. At the height of the confrontation at noon, the 

overnment also declared a state of emergency. Officials 
ater explained that this was aimed mainly to facilitate inves- 
— of the coup plotters and the follow-up maintenance 
of law and order. 

Although the general situation in Bangkok seemed to 
have returned to normal the following day, the emergency is 
likely to stay in force for a while longer — at least until au- 
thorities are assured that the smoke has well and truly 
cleared. — John McBeth and Paisal Sricharatchanya 





Angola, was principally supported by 
the five Portuguese-speaking African 
countries, Vietnam, Laos and Vanuatu. 
What they lacked in numbers they made 
up for in commitment: the fight to keep 
the reference in resulted in the most 
heated debate of the conference, with a 
victory for Indonesia. 

Indonesian Foreign Minister Moch- 
tar Kusumaatmadja said he was sur- 
prised to see the issue on the agenda at 
all. Of talks under way between Por- 
tugal and Indonesia in New York, he 
said Indonesia would never accept the 
participation of Timorese representa- 
tives, and had entered the talks with this 
understanding with Portugal. He said 
no substantive issues of sovereignty 
were being debated, nor would they be. 
Referring to Australian Prime Minister 
Bob Hawke's recent statements on East 
Timor, Mochtar said the Indonesian 
province had become principally à 
problem for “the body politic” in Aus- 
tralia. 

He said Indonesia went to East 
Timor “at the request of one of the par- 
ties” adding, “if that can be accepted in 
other places like Uganda [where Tan- 
zania intervened to overthrow Idi 
Amin] and even in Angola with the 
Cuban troops and Vietnam in Cam- 
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bodia, where some people in the ug 
tralian] Labor Party don't have difficul- 
ties, why can't it accepted in East 
Timor?" 

On Cambodia, the ministerial meet- 
ing upheld the "empty seat" principle 
established at a previous New Delhi 
meeting and a bland two-paragraph re- 
solution which *warned that there was a 
real danger of the tensions in and 
around Kampuchea escalating over 
a wider area’ but studiously avoided 
the mention of Vietnamese troops in 
Cambodia. It was accepted by both 
the Asean countries and Vietnam and 
Laos. 


he intensity of debate on the Iran- 

Iraq conflict almost matched that on 
the East Timor issue. No consensus was 
reached and both delegations were in- 
structed to do some more homework on 
draft resolutions, which will be circu- 
lated in writing before the 1986 summit 
meeting in Harare, Zimbabwe. 

As Angolan President Jose Eduardo 
dos Santos said in his opening address, 
the holding of the meeting in Luanda, 
on the doorstep of the apartheid re- 
gime, was "an act of moral solidarity" 
against South Africa. For the Angolan 

overnment, it was also a decision 


which required a massive organisa- 
tional effort and some changes of atti- 
tude. 

The country is on a war footing — 
ever since independence in 1975 it has 
been under attack from South African 
regular forces and by the local Unita 
(National Union for the Total Indepen- 
dence of Angola) movement, which is 
backed by South Africa. 

' Moreover, the Angolans have a tra- 
ditional distrust of Western journalists 
and hosting the meeting meant they had 
an international obligation to admit as 
many journalists as possible to ensure 
foreign coverage. 

The principal statement of the con- 
ference was the "Luanda Special Com- 
munique on South Africa" which called 
on the United Nations Security Council 
to urgently impose “comprehensive and 
mandatory sanctions" against South Af- 
rica and urged South Africa's principal 
trading partners — Western Europe, 
Japan and the US — to cooperate and 
"assist the process of genuine change 
[in South Africa] which may still be 
achieved without mass bloodshed." It 
claimed that “the countdown to the col- 
lapse of the apartheid regime has begun 
in earnest." It was supported by all 119 
delegations present. 
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| | By Suhaini Aznam in Kuala Lumpur 


“Phe rumblings of anti-government 
_# sentiment, usually confined to the 
| working-class Chinese or pockets of 
or, rural Malays, have been heard re- 
tem in the very heart of ruling Na- 
tional Front country — civil servants 
= and Malay businessmen and profession- 


1 
| 


One clear manifestation of this has 
en the emergence of a pan-Malaysian 
. multi-racial party — the Parti Nationalis 
t Malaysia (PNM) — whose predomin- 
| tired Malay leadership comprises a re- 

ired civil servant, a lawyer, a lecturer, 
an agronomist, a trade unionist and a 
| han ful of businessmen. 

The PNM applied for registration on 

| 31 July, and is now awaiting approval 
- from the Registrar of Societies. Its party 
| motto, "Ma alaysians for Malaysia, for 
pue, integrity, unity and progress,” 
| speaks directly to an urban, educated 
- middle class. 
Typically in a pre-election period — 
the government's mandate expires in 
April 1987 and voting is likely next year 
. — a handful of mosquito parties have 
. suddenly appeared, either newly regis- 
tered or on the waiting list. Several are 
confined to either Sabah or Sarawak. 
| On the peninsula, both a Chinese and 
an Indian party have emerged to chal- 
~ lenge two major National Front compo- 
nents: the Malaysian Chinese Associa- 
. tion (MCA) and the Malaysian Indian 
| Congress respectively. 

Certainly, the ground is fertile. A 

series of unconnected events has re- 
| duced the National Front coalition's ap- 
peal since its sterling performance in the 
| 1982 general election. Notable amon 
— them — the yet unresolved M$2.25 bil- 
— lion (US$902 million) Bumiputra Ma- 
|. _laysia Finance corruption scandal, 18 
| months of squabbling in the MCA, un- 
known thousands of legal and illegal i im- 
| migrants from Indonesia who first en- 
| tered as cheap labour and anxieties over 
the possible continuation, under a new 
p name, of the New Economic Policy, due 
to end in 1990, which gives preference 
| to bumiputras — are all sore points with 
| different groups of Malaysians. 
| Meanwhile, agitators for change 
| found inspiration in the Parti Bersatu 
| | Sabah (PBS) victory in April, overturn- 
| ing the long-established state govern- 
a ment, Looking around the peninsula, 
| some are now asking: “Why not here?" 
n But, unlike the PBS, which is opposi- 
| tion only i in name, the PNM has made it 
| clear that it has no desire to join the Na- 
.| tional Front. At the same time, neither 
| does it offer itself as a radical alternative 
to the mainstream government. It pro- 
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fesses to believe that “most people are 
not extremists." In a mature country, 
parties must be shades rather than poles 
apart, according to one of its founders. 

For the PNM, its immediate aims 
would be towards healthy debate in par- 
liament, an informed public and more 
equitable distribution of wealth and op- 
portunities to diffuse the potential 
danger of heightened racial resentments 
and polarisation. Thus the PNM hopes 
to attract Malaysians who are unhappy 
with the way the government is running 
the country, appealing to critics rather 
than rebels. 

There are pockets of senior civil ser- 
vants, for instance, who may resent the 
alleged lack of consultation in govern- 
ment today — that has not only eroded 


— sorta 





their importance but also caused, in 
their opinions, errors of judgment. As 
one such person said: "Government has 
become a one-man show." 


Mois, businessmen complain 
of cronyism — that those outside a 
select circle do not get a fighting chance 
to compete for open tenders. Under the 
administration of Prime Minister Datuk 
Seri Mahathir Mohamad, negotiated 
tenders have become the norm, ob- 
served a Malay businessman who has 
himself benefited from the system. 

The most unusual difference offered 
by the PNM is its multi-racial platform. 
For though the National Front is a con- 
glomeration of multi-racial interests, 
each component appeals to the com- 
munal interests of the group it repre- 
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The two major opposition parties in 
existerice are either racially or religi- 
ously identifiable, despite their multi- 
racial claims. The Democratic Action 
Party is widely regarded as a spokesman 
for non-Malays and Parti Islam (Pas) as- 
pires to set up an Islamic state. 

With its generous representation of 
Malay leaders, the PNM is likely to find 
itself pitted against the United Malays 
National Organisation (Umno), the do- 
minant party in the National Front, pro- 
viding an alternative for urban, profes- 
sional Malays who cannot identify with 
Pas but who are at the same time discon- 
tented with Umno. 

The one caviat in the PNM's multi- 
racial platform is its tacit understanding 
that the party chief must be Malay and 
Muslim. The rest of the posts would be 
shared. Its rationale is that given the 
reality of politics, this would be the only 
condition acceptable to Malays. 

Another, though less immediate, 
consideration lies in the Malaysian con- 
stitutional prerequisite that the prime 
minister be Malay and Muslim. A seri- 
ous aspirant for power would therefore 
make sure that its leader qualified. 

To date, the identities of the pro-tem 
committee are still a closely guarded 
secret save for its proposed secretary- 
general Zainuddin Mohammed, a re- 
tired director of customs and, while in 
service, president of the Senior Cus- 
toms Officers Association. 

Another name which has also been 
closely linked with the party is that of 
Ahmad Nor, president of the Congress 
of Unions of Employees in the Public 
and Civil Services, though Ahmad says 
his interest is purely in his personal, 
rather than union capacity. Neverthe- 
less, if this connection materialises, it 
could mean potential block votes for the 
new party, especially given civil-servant 
grouses over the government's response 
to its recent wage claims. 

On the surface, the only reason the 
government would register a potential 
rival stems from a desire to project a lib- 
eral image. And the PNM is relying on 
this psychological factor. But observers 
of Malaysia's highly politicised society 
note that the government possibly could 
also welcome the PNM as à weapon to 
split potential opposition votes. For 
Umno especially, this would be an obvi- 
ous way to deflect potential protest 
votes away from Pas. 

Even more cynically, other political 
veterans Suggest the PNM could even be 
a conscious Umno ploy to diffuse oppo- 
sition sentiments through an acceptable 
Malay-led outlet. According to this 
theory, the PNM could serve as a surro- 
gate party for Umno, much in the same 
way that the now almost-defunct Ber- 
jasa party helped Umno wrest Kelantan 
away from Pas in 1978. oO 
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| | The n you fly Air Lanka Business Plus 
vou have a lot to celebrati Pnonty check 
in, plus a big 30 kg baggage allowance 
‘Welcome aboard’ with French champagne, 
comfortable one from the aisle seating plus 
plenty of room to stretch out 
First class cutsine is another reason to 
celebrate your decision to fly Business Plus 
Plus in-flight care that's Paradise itself. 
Celebrate the best business deal vou ever made. 
On the Wings of Paradise 


AIRLANKA Y 
BUSINESS PLUS 


A Class of its Own 


ULO239 FEER PAN A FP 





Our 
telephone 
system IS 

able to la 


because 


Its abie to 
change. 





A lot of telephone systems can last. 
The problem is, a system can last and still become obsolete. 

After all, countries grow 
and their needs change. 
Technology changes, too. 
All of which the Republic of 
Turkey kept in mind when tt 
ordered 3.4 million lines of 
ITT System 12." 

System 12 is fully digital, 
of course. 

But what makes it 
unique is our patented pro- 
cess: fully distributed control. 

Fully distributed control 
| allows us to eliminate the 

: large central computer 
That's why Turkey chose it. found in ordinary digital tele- 
phone systems. 

Rather, control is evenly distributed among many microprocessors 
within the system. 

Add more lines to System 12, and you add the necessary control 
at the same time. Adding new features is just as easy. 

When Turkey grows, System 12 can grow with it. When technology 
changes, System 12 can change to accommodate it. 

What's more, our modular design insures that a problem in one 
part of the system is isolated —it won't become a problem for the 
whole system. 

And by doing all of these things, System 12 will really last. 

And last, and last, and last. 
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Relationship Managers, Treasury Experts and 
Systems Specialists draw on a global banking 
resource to speed international payments and to 
maximise export revenues through professional 
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quotations. That's The Chase Partnership. 
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ingapore where else 
e Shangri-La. 








A world of tropical tranquility, 
attentive yet never obtrusive service, 
warm welcomes and thoughtful 
touches. 

The Shangri-La, not necessarily 
the most expensive, simply the best. 

Come and enjoy the pleasures 
and comforts of one of the finest 
hotels in the world at affordable 








B ShangriLa hotel 


Shangri-La International: Singapore 737 3644 * Hong Kong (5) 242 367 


* Kuala Lumpur (03) 486 536 * London (01) 581 4217 SINGAPORI 
e USA & Canada (800) 457 5050 * Australia Std free (008) 222 448 
e Tokyo (03) 667 7744 A SHANGRI-LA INTERNATIONAL HOTEL 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok (Open 1986). Shangri-La Beijing (Open 1987) 
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giving non-stops 
the green light. 


At Cathay Pacific, we believe the faster we get you to your destination, the better shape vou ll be in when vou arrive 








So wherever possible, even when long distances are involved, we fly vou non-stop. 

We're still the only airline that can fly you non-stop from Hong Kong to both London and Frankfurt. And back. 
'ogether with our non-stop flights between Hong Kong and Vancouver, and the first ever non-stop service between 
Hong Kong and Rome’, they form a unique group of services designed to help vou spend less time in the air 

A case of really pulling out all the stops to help vou arrive in better shape. 
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No more velvet glove 


Peking pays little heed to calls for consultation 


By Emily Lau in Hongkong 

eking's high-handed lack of patience 

with the democratic process has 
been reflected in the hasty approval of a 
constitution for the Basic Law Consul- 
tative Committee (BLCC), despite 
pleas by members of the Basic Law 
Drafting Committee (BLDC) and the 
public to conduct further consultation. 

The constitution — drafted by the 
Xinhua newsagency officials — was 

ushed through b the Hongkong mem- 

ers of the BLDC, appointed in April. 
There are 25 members from Hongkong 
— including two officials from Xinhua’s 
Hongkong branch, China’s official rep- 
resentation here — and 34 from China. 
The BLDC's task is to write a constitu- 
tion for the Hongkong Special Adminis- 
trative Region (SAR) which would go 
into effect in 1997 when the British terri- 
tory reverts to Chinese sovereignty. The 
Basic Law will replace the British Let- 
ters Patent and Royal Instructions, 
which lays down the detailed 
framework of the present colonial gov- 
ernment. 

In order to collect, collate and 
analyse Hongkong people's opinions on 
the Basic Law, the consultative commit- 
tee was to be formed, with the 25 Hong- 
kong BLDC members entrusted with 
the task of forming it. 

Six members produced a BLCC draft 
constitution, which was provisionally 
approved by the Hongkong members 
on 20 August. Since then, some political 
groups and even a few drafters them- 
selves have expressed deep reservations 
about the draft. The use of the phrase 
"democratic consultation" attracted 
widespread criticisms. During the 20 
i a) meeting, lawyer Liu Yiu-chu 
spoke at lenbth about her objection to 
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the phrase as a Chinese communist 
"code word." 

Xinhua director, Xu Jiatun, who is a 
BLDC vice-chairman, is reported by 
those who were there to have lost his 
composure and told the meeting there 
was nothing wrong with "democratic 
consultation," a phrase which he said 
was coined by the Kuomintang and was 
not a communist invention. He also ex- 
pressed displeasure over criticism of the 
draft constitution. He said the Hong- 
kong people probably did not under- 
stand that Britain would be transferring 
sovereignty and administration to 
China, and not to the Hongkong peo- 
ple. So there was no question of self- 
rule. Whatever right of self-govern- 
ment the Hongkong people might get, 
they would have to get it from Peking. 

Xu's outburst shocked the meeting. 
Some members could not understand 
his Mandarin, but were nevertheless 
stunned by his vitriol. To many there 
the statement epitomised Chinese anxi- 
ety over the Hongkong Government's 
political reforms and the public demand 
for democratisation. 


h ducis officials have been privately 
telling student groups that Peking is 
opposed to the Hongkong Government's 
concept of "returning the government 
to the people," saying since Britain is 
going to return Hongkong to China, it is 
not up to the British to hand over any- 
thing to Hongkong. The Chinese are re- 
portedly upset with the expression in 
the Hongkong Government's White 
Paper on representative government, 
which says it aims to develop “a system 
of government the authority of which is 
firmly rooted in Hongkong." 
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also been encouraging rich businessmen 
in Hongkong to oppose direct elections 
to the Legislative Council (Legco) and 
the formation of political parties. : 
businessmen in fact require no suc 
prompting, since some have actually 
asked Peking to appoint future Legco 
members rather than to hold any voting. 
One BLDC member said some of his 
colleagues are far more conservative, 
authoritarian and ignorant than those 
appointed by the Hongkong Govern- 
ment to the Executive Council (Exco) 
and Legco. 

Some political groups have express- 
ed concern over the hasty passage of the 
BLCC constitution. ne BLDC 
member said most of the suggestions on 
matters of substance were rejected and 
only cosmetic changes were accepted. 
The meeting agreed to reduce the use of 
the phrase "democratic consultation" 
from nine times to one, and said the 
BLCC was not subjugated to the 
BLDC. Barrister Martin Lee suggested 
some BLCC members should be 
selected by election and not recommen- 
dation, but he was out-voted. His sug- 
gestion that there should be a further 
period of consultation before finalising 
the draft was also unanimously re- 


jected, so were his appeals to delete re- 


ferences to "democratic consultation" 
and to fix a two-year term of office for 
the BLCC standing committee. The 
meeting also rejected Lee's suggestion 
to give up the right to veto nominations 
by designated groups. 

Shortly before the BLDC meetin 
on 7 September, an amended BLC 
draft constitution was circulated to the 
BLDC members. Since the group of six 
which drafted the constitution had al- 
ready been dissolved, the new draft was 
prepared by Xinhua officials, raising 
questions of Chinese interference in the 
setting up of an unofficial body. Apart 
from the draft constitution, Xinhua is 
also believed to be behind a proposal on 
the composition of the BLCC, which 
was tabled in the name of vice-chairman 
Sir Yue-kong Pao. Xinhua also acts as 
the secretariat in collecting public reac- 
tions and it furnishes BLDC members 
with newspaper cuttings, mainly from 
pro-Peking papers. 

The crux of the controversy has now 
clearly become the membership of the 
drafting committee itself. When Peking 
appointed the 25 Hongkong members in 
April, there was little criticism because 
of a lack of willingness to confront Pe- 
king. Now the emerging political 
groups, which were hoping for some 
democratisation, are characterising the 
members as principally rich business- 
men with more self-interest than a wish 
to secure a good deal for the people of 
the future SAR of China which Hong- 
kong is destined to become. Having 
failed to confront Peking before, it is 
rapidly becoming clear it is too late to do 
so now. o 
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By Husain Haqqani in Islamabad 
Despite government re- 
strictions and pressures 
from religious groups, 
Pakistan s media has 
TAREA grown steadily since inde- 
PRESS pendence in 1947, Recent 
"vM years have witnessed im- 
provements in both the quality and 
coverage of radio and TV, and the print 
media have also expanded, with an infu- 
sion of capital and improved technol- 
p. TL 
While political freedom is restricted 
by government policy, a continuing na- 


tional debate over the role of the media. 


further restrains free expression. Is- 
lamists insisting on Pakistan's character 
as an Islamic state want to circumscribe 
news reporting, editorial comment as 
well as entertainment according to Is- 
lamic injunctions, justifying censorship 
on moral grounds even when they op- 
pose political restrictions. Secularists, 
on the other hand, demand liberties for 
the press unacceptable to a majority of 
the country’s conservative Muslim 
population. 

The struggle between the two groups 
has resulted in a practical compromise, 
and champions of both causes are dis- 
satisfied. Islamists find even the fully 
clothed colour pin-ups of female models 
in newspapers and periodicals objec- 
tionable, and criticise romantic songs 
and dances aired by the electronic 
media. Secular liberals are annoyed 
over censorship of explicit sex and inti- 
macy as well as what they see as intoler- 
ance towards non-Muslim cultures. =» 

Although Pakistan has a literacy rate 
of only 27%, as many as 47% of the 
country’s adults consider themselves oc- 
casional newspaper readers, according 
to a survey conducted by Gallup Pakis- 
tan — Pakistan Institute of Public Opin- 
ion. 
“Many people in the rural areas lis- 
ten to a collective reading of news- 
papers and include themselves among 
readers," the institute's chairman, Ijaz 
Gilani, explained in an interview, 
"Many newspaper readers have learned 
to read the Urdu alphabet through their 
training of Koran reading. They are not 
considered literate in the conventional 
sense but know enough alphabet to oc- 
casionally glance through newspapers 


— hence the higher media response in: 


comparison with the. national literacy 


average," he added. TV viewing is al- . 


most at par with newspaper readership, 
while radio listeners include nearly 90% 
of the population. 

The growth of the print media is re- 
lated to the growing acceptance of Urdu 
as the country's doe language. In 








officials, Muslims, secularists 
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1974 the total number of registered 
periodicals in Pakistan was 1,597, of 
which 852 were in Urdu and 374 in Eng- 
lish. In 1984 the total number of news- 
papers and periodicals fell to 1,485 but 
Urdu-language publications increased 
to. 1,103, while English-language 
periodicals numbered only 256. Of 


Pakistan's four PORE RA: languages, only 


Sindhi seems to be accepted as a lan- 
guage of — and periodicals in 

indhi increased from 74, 10 years ago, 
to 96 in 1984. Gujarati, Punjabi, 
Pushto, Baluchi and Brahvi accounted 
for 30 periodicals — mostly with very 
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ENGLISH 


1. Dawn | Karachi | Haroon Family — | 52000 - 
2. Pakistan Times | Lahore, Rawalpindi | NPT (government) | 41,000 — 
| |MurtazaPooya — | — 13,000 — 


3. The Muslim 
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small circulations (less than 2,000) and 
do not have much national impact. 


U rdu newspapers collectively have an 
overwhelming influence and, ac- 
allup Pakistan poll, 
97% of the country's newspaper readers 
read the Urdu press, leaving all other 
languages — including English — with 
no more than 3%. “There was a time 
when English was the language of the 


élite,” observed Ziaul Islam Ansari, 


editor of the national daily Mashriq. “It 
probably still is, but nowadays even the 
elite cannot ignore the Urdu papers. " 
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had not been successfully produced in 
type. Urdu news rs were hand-writ- 
ten by calligraphists before being repro- 
duced by the ancient lithographic pro- 
cess or, in the case of modern news- 
papers, by the photo-offset printing 
technique. On average, one calligraph- 
ist, known as a Katib, wrote two news- 
paper columns in an eight-hour work- 
day, slowing down production and 
necessitating early deadlines. However, 
three years ago a Pakistani publisher, 
Jameel Mirza, collaborated with a 
British manufacturer to develop Nuri- 
Nastaliq type, which can be com- 
posed on modern computerised sys- 
tems. The Urdu-language daily Jang, 
a pioneer in Pakistani multi-colour 
printing and the — of photo- 
offset printing to calligraphic news- 
paper production, launched its Lahore 
edition with the new type, followed 
by the other major Urdu- 
language dailies, Nawa-i- Waqt 
and Mashriq. 

Before the availability of 
Nuri-Nastaliq computerised 
typesetting, Urdu could be 
typeset in the Arabic Naskh 
script, though no newspaper 
ever used it commercially. 
The advent of Nuri-Nastaliq 
keyboards practically meant 
a jump from pen to com- 
puters for the Urdu-language 
press because the Naskh 
script was never popular with 
Urdu readers and the calli- 
graphist using Nastaliq script 
remained dominant. 

Jang is now preparing to 
convert its Karachi operation 
— the largest Urdu-language 
newspaper in the world — to 
computer-type technology, 
though its publisher antici- 
pates difficulties in laying off 
the 100 — aa employ- 
ed in Karachi. The new pro- 
cess has more than doubled 
Jang’s national circulation — 
from 250,000 — and is pavin 
the way for modernisation o 
the country's publishing in- 
dustry. ang has now 
launched its own book-pub- 
lishing venture, and its own- 
ers are contemplating an 
academy to train journalists as well as 
publishing technicians. 

“Calligraphy is a beautiful art form 
but it can't keep pace with the needs of 
modern publishing technology,”. said 
Jang's publisher-editor, Mir Khalilur 
Rehman. “Urdu would have been left 
far behind had we not switched to type 
and computers. Now we see our news- 
papers growing and our language grow- 
ing with them," he said. 

Jang is indeed expanding and net 
group profits last year were close to Rs 
40 million (US$2.5 million). The news- 
paper's assets are estimated at over Rs | 
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fs mo eginmings. 
© Jane started publishing i in 1941 as a 
news-sheet, reportifig the latest deve: 
lopments in World War II, monitored 
on radio. Khalil, then based in New 
Delhi, wrote virtually the whole news- 


paper, and its name, which means i 


"war," reflected thé news-sheet's func- 
tion. After partition, Khalil moved to 
Karachi, and Jang filled the vacuum for 
a newspaper in newly independent 
Pakistan's capital. 

Jang is now published simultane- 
ously in Rawalpindi, Quetta and La- 
hore as well. In addition, an interna- 
tional edition for ovérseas Pakistanis is 
published in London. Like most Pakis- 
tani newspapers, Jang is family-owned 
ánd run, and the group also owns an 
English- language evening daily and an 
Urdu- and English-language weekly. 


ll Jang newspapers are commercial 

successes because they avoid taking 
positions on political and social issues 
and cater to a variety of tastes. "Our po- 
licy is not to have a policy," said Mir 
Shakilur Rehman, Khalil's son and 
managing editor of Jang Lahore. "We 
believe in reporting on and reflecting all 
attitudes rather than sitting in judgment 


ori them," he said. The group has trad- ¢ 


ifionally enjoved good relations with 
governmetits and also covers opposition 
activities without annoying those in 
power. 

Jang's closest rival, Nawa-i-Waqt $ 


(circulation 175,000) is a political rather | 


than commercial newspaper. It started 
as spokesman for the Pakistan move- 
ment in the Punjab in 1945 and has 
maintained its conservative Muslim 
character since. During the 1960s and 
part of the 1970s, Nawa-i-Waqt adopted 
a hostile stance against the regimes of 
Field Marshal Ayub Khan and the late 
prime minister Zulfikar Ali Bhutto and 
was recognised as an opposition news- 
paper. 

For years the dominant newspaper in 
Punjab, X Nawa-i-Waqt launched a 
Karachi edition in 1980, ending a tacit 
agreement with Jang not to cross into 
each other's territory. While Nawa-i- 
Waqt had only limited success in the 
south of the country, it ended up facing 
a strong challenge in Punjab and has 
generally been the loser in the circula- 
tion battle. But it commands great re- 
spect, and its publisher-editor, Majeed 
Nizami, is de-facto dean of newspaper 
owners and editors. Nizami was, for 
years, simultaneous head of the All- 
Pakistan Newspapers Society (APNS), 
an association of publishers, and the 
Council of Pakistan Newspaper 
Editors. 

A senior government official said: 
“Jang is more widely read, but its edito- 
rials are not taken seriously because 
they avoid expressing opinions. Nawa-i- 
Waqt, on the other hand, is read for its 
. editorials, arid it speaks for the nation's 
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modern TV nolo 


KARACHI: A modern television 
complex will be constructed in Is- 
lamabad during the Sixth Five-Year 
Plan period, it is learnt. 

According to Planning Commis- 
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conservative Muslim constituency. Its 
weight is in its opinions.” 

Nizami has resisted suggestions to 
make Nawa-i-Waqt more competitive 
by following Jang's bold, liberal style, 
and the newspaper remains compara- 
tively bland despite the inclusion of col- 
our pages and supplements. “Nawa-i- 
Waqt is not a commercial venture 
alone," Nizami asserted, “We represent 
a commitment to the ideology of Pakis- 
tan. Our tradition is to stand up for 
causes we believe in and it is a tradition 
we intend to Keep.” 

Officials do not look upon the in- 
creased competition among national 
newspapers with favour, claiming it has 
boosted sensationalism and specula- 
tion. “In an attempt to beat each other, 
newspapers run with speculative stories 
and sensationalise a lot more,” a Punjab 
government official said, “Some people 
think the best way to sell a newspaper is 
to criticise the government so there is 
also a race in condemning the govern- 
ment. Given the limits [on criticism], 
the major papers try to go as far as they 
can without getting their necks 
wringed.” 

Often there are complaints of viola- 
tions of journalistic ethics, such as when 
reports are published using material 
provided in off-the-record briefings. 
Opposition activities are sometimes co- 
vered indirectly, through the publica- 
tion of summaries of foreign broadcasts 
and overseas media reports. Both 
Nawa-i-Waqt and Jang lift stories from 
the foreign press, and Jang maintains a 
monitoring unit to cover the South 
Asian services of international net- 
works ranging from the BBC to Radio 
Moscow. 

Government-owned newspapers are 
limited in their ability to compete both 


The foreign media are 
respected for objectivity 


In times of political crisis, Pakistanis turn to 
T foreign radio broadcasts for news of events in 
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restrictions on innovation. 
e National Press Trust (NPT) runs 
four daily newspapers, with 10 editions, 
and several magazines but only Mashriq 
and the English-language daily Pakistan 
Times are commercially viable. NPT 
employs 1,871 people — considered to 
be about three times more than neces- 
sary. NPT's highly unionised labour 
force has repeatedly prevented moder- 
nisation and interfered with adminis- 
trative and editorial decision-mak- 
ing. 


Or recently, the Pakistan Times 
union withheld a day’s publication 
in a row with the editor over a news item 
libelling him personally. When the 
newspaper finally came out, it carried 
the story of the union's triumph against 
the editor. “How can you run à success- 
ful newspaper when you can't use its 
columns to criticise the government, but 
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Calligraphers: overtaken by technology. 
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OM HEY SX. oe als 
he union can conc emn the editor on the 
front page?” asked an NPT executive, 
confessing that Mashriq’s circulation 
was sliding, while the Times survives 
only because the government refuses ri- 
vals permission. to print in Lahore for 
the Punjab market, 

Although the NPT employs some of 
Pakistan’s most experienced and re- 
spected journalists, it is badly managed 
and is largely subsidised by the govern- 
ment through advertising and compul- 
sory subscriptions by government de- 
partments and libraries. 

The phenomenal growth of Urdu- 
language dailies is matched by a decline 
in the influence of weeklies, which was 
once significant. The three major Urdu- 
language dailies all publish three-colour 
supplements each week covering na- 
tional affairs, sports, film and fashions 
— formerly regular fare of the week- 
lies. However, monthly magazines, in- 
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Islamic,” an Information Ministry official said. “I admit 
urnalists don’t like military regimes, but in Pakistan’s case 

it is not only the military factor, it is also the Islamic factor." 
The government has had several problems with the 
foreign media in the past eight years, ra from their 
coverage of the trial and execution of former p 
Zulfikar Ali Bhutto to reports about Pakistan's nuclear pro- 
me. It has tried various approaches in dealing with 


e minister 


and expel them to 
ent. But cial com- 


the — E ted Pakistanis sub- 

scribe to foreign news and even fo journalists, from 
Wira a daily newspapers in e numbers, direct access to the 
PRESS and issues con stories on Pakistan sel against the foreign m 


better on bookstands. P 


akistani newspapers 


persist. 
The foreign media are often attacked by the government 





from the foreign 


regularly publish summarised versions of regional stories 


position, but both government and n leaders agree 
for Pakistan's 


the for 


beca 
opposition 
their standards and rate us 


from many governments, but President Zia's regim 


for e ting and distorting domestic developments. The 
Piin ad says exiled opposition leaders get wide cover- 
age in the overseas , and vi newsmen tend to con- 
centrate on opposition views and es. 

A major factor for this tilt are restrictions on the domes- 
tic press. Barred from the local media, opposition leaders go 
out of their way to cultivate foreign while 
government's information machinery — trained to bully, 
rather than befriend, the local — is slow to react and 

e its side of the picture. “ Information Ministry in 
akistan does little te norm si en ee pin er eue 
sided ' " t .^ 


'd reporting," a foreign corresponden 
Most reporters, however, refuse to accept the govern- 
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` The most popular ly mag 
zines are modelled ón. the Reader’ s Di- 
gest and include a combination of origi- 
nal and translated ‘material. Most di- 
gests come under regular fire from the 
islamic establishment: for popularis- 
ing “un-Islamic mythology, vulgarity 
and obscenity,” but the pressure has 
not interfered with their success. Ten 
of the most popular monthly digests 
have a combined circulation of 700,000, 
and there are some 40-odd digests on 
the market, selling for Rs 10 per 
copy. 

A recent addition to the magazine 
market are full-colour glamour 
magazines, featuring pictures of Indian 
and Pakistani film and TV personalities. 
Locally produced pornographic publi- 
cations are also available and, together 
with extremist political publications, 
constitute the underground press. 

Although the English-language 
media have declined in size, it remains 
the major exponent of liberal ideas and 
social dissent. Dawn, the country's 
largest English-language daily, and Is- 
lamabad's small but influential 
The Muslin support causes such 
as women's liberation, opposi- 
tion to religious censorship 
and modernisation. English- 
language periodicals and 
evening dailies, based in 
Karachi, often suffer 
from poor writing and 
insufficient research 
but frequently carry 
stories considered 
too sensitive to be 
handled by the po- 
pular Urdu-lan- © 
guage press. The gov- 
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opposition journalist put it, “because 
they serve as harmless outlets for pent- 
up emotions,” 


hile journalists’ emoluments have 

gone up throughout the newspaper 
industry during the past few years, Eng- 
lish-language newspapers tend to pay 
better than Urdu-language ones, partly 
because they need higher educational 
qualifications for their staff. 

Most Pakistani newspapers are com- 
mercially viable though, being mostly 
privately owned, few publish details of 
their finances. Cover prices of various 
classes of newspapers and magazines 
are determined by the APNS, which 
also determines general guidelines for 
advertising, including rates sos to 
circulation figures au- — 
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CAdvertisi ing is the major source o 
revenue for Pakistani newspapers, and 
government advertising accounts for 
30% of total print-media advertise- 
ments. Smaller newspapers, in particu- 
lar, depend heavily on government and 
state-enterprise advertisements, and 
these also form a significant — 
of the major dailies income. : 

The NPT, as a whole, is commer- 
cially viable, but its revenues depend on 
its two successful newspapers, Pakistan 
Times and Mashriq, as well as a 
women's weekly, while the rest are los- 
ing propositions. The NPT's balance- 
sheet represents some distortion of the 
real subsidy available to it because gov- 
ernment assistance comes in the form of 
generous advertising by state-sector 
companies. 

Despite the expansion in circulation | 
and profits, Pakistan's media still does -| 
not offer sufficient training facilities 
for journalists. Graduates 

from the departments 
of journalism of vart- 
ous universities find - 
. government jobs and 
. public-relations posi- 
tions more lucrative, 
leaving news-industry | 
vacancies for gra- 
duates in other sub- 
jects. Salaries, though 
much higher than be- - 
fore, stil do not 
match those of other 
fields, and some 
newspapers — actively | 
encourage staff to supplement . 
their incomes through gratuities, - 
raising questions about the objec- 


—— 





31 


T | Asian Studies 











Strict press laws remain 


in force, but are used less 


The induction of a par- 
tially civilian, elected 
government after cight 
years of martial law = 
"m " encouraged Pakistan's 
PRESS media to shed their cauti- 

DaS ous style and increase op- 
position coverage and editorial criticism 
of the regime of President Zia-ul Haq. 
But the country's strict press laws re- 
main in force, and the authorities retain 
the power to curtail freedom of the 
press arbitrarily. 

Instruments of official influence over 
— — are wide-ranging. They in- 
clude the legal authority, under the 
Press and Publications Ordinance, to 
ban publications altogether, proscribe 
specific issues, impose pre-censorship 
and "advise" newspapers against re- 
porting or commenting on a particular 
matter. Furthermore, centralised distri- 
bution of advertising, valued at Rs 50 
million (US$927,000) annually, for 
government agencies and state en- 
terprises — a major revenue source for 
the print media — gives the Ministry of 
Information additional leverage. Per- 
mits for the import of newsprint are also 
granted by the government and can be 
used as a reward or punishment for a 
periodical’s editorial policy. 

At the moment, however, news- 
papers are enjoying a greater degree of 
freedom than at any time since martial 
law was first imposed in 1958. “This 
government has no intention of limiting 
press freedom,” Minister of Informa- 
tion Hamid Nasir Chattha said. “The 
role of the Information ipee id in fu- 
ture," he said, "will be to articulate the 
government's point of view, not to 
coerce newspapers and control them." 

Journalists and newspaper editors 
acknowledge the relaxation of controls 
but their scepticism of government in- 
tentions has not diminished. One editor 
explained: "President Zia needs to pro- 
ject a liberal image, and a freer press is 
part of the projected move to democ- 
racy. The government retains the laws 
and apparatus to curb the press, and 
these can be used any time its policy 
changes or if the media carries their in- 
dependence too far." 

While the civilian authorities have 
adopted a lenient attitude towards the 
media, the military has not changed its 
position. Newspapers banned under 
martial law have not been restored, and 
two Karachi newspapers — a weekly 
and a daily — remain subject to nominal 
pre-censorship. Questioned in parlia- 
ment about these restrictions, Chattha 
said that he was not responsible for the 
actions of martial-law authorities, add- 
ing that these will be revoked at the end 
of military rule. 
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The government has repeatedly 
romised to revise the restrictive laws, 
ut no definite move has been made in 

this direction. Revision of press law is 
clearly a low priority for the govern- 
ment, and the regime's current toler- 
ance is probably related to the fact that 
it can fall back on martial-law powers 
whenever it likes. 

The test will come once martial law is 
lifted and implementation of the restric- 
tive press laws becomes subject to judi- 
cial review. A major change might come 
when the Supreme Court delivers its de- 
cision on a government appeal against a 
judgment by the Federal Shariah Court 
— the country's Islamic juridical au- 
thority — declaring restrictions on the 
press as un-Islamic. 

Until 1958, Pakistan's media was 
subject to the Press Act, inherited from 
the British colonial days. The law regu- 
lated the publication of newspapers, re- 
—— would-be publishers to file a 

eclaration with local magistrates be- 
fore being authorised to bring out a 
newspaper. Pre-censorship could be im- 
posed in the “public interest," as was 
done once in 1953 for a limited time dur- 
ing religious rioting in Punjab. But by 
and large, the press was free and major 
newspapers, particularly those which 
p an active role in the creation of 

akistan, influenced the formation and 
fall of governments. 

After the imposition of martial law in 
1958, things changed dramatically, and 
the media has since had to contend with 
additional restrictions following every 
change of government. The military re- 
gime of Field Marshal Ayub Khan im- 
posed pre-censorship in its initial days 
and later introduced the Press and Pub- 
lications Ordinance, which gave consi- 
derable powers to magistrates and ad- 
ministrative officials to control the 
media. The declaration to publish à 
newspaper was converted into a form of 
licence, and the administration was 
given discretionary powers over who 
could have it. Banning of newspapers 
and periodicals was made possible by 
revoking the declaration or cancelling 
permission for use of printing facilities. 


Me: significant, however, was the 
introduction of the so-called press- 
advice system, which enables the Press 
Information Department to prevent 
editors from publishing certain stories 
and even to specify the extent of cover- 
age of others. Ayub's powerful informa- 
tion secretary, Altaf Gauhar, expanded 
the role of the information bureaucracy 
by centralising the disbursement of gov- 
ernment classified advertising and in- 
itiating a system of punishments and re- 
wards. Opposition newspapers were 


| banned or starved to death, and defiant 


editors faced prison terms. t 
Altar Hussain. Bengali editor of the 
country's largest, English-language 
newspaper, Dawn, was made industries 
minister under: Ayub, and the news- 
paper's owners, the. Haroon family, ben- 
efited from. government | generosity 
when expanding their already vast in- 
dustrial. empire... The Urdu-language 
daily Jang, now the country's largest 
daily, also acquired new technology and 
real estate on concessional terms in re- 
turn for editorial support for Ayub. A 
semi-autonomous National Press Trust 
was set up then, ostensibly to promote 
— — journalism, but it was used to 
silence the leftwing English-language 
Pakistan Times and its Urdu-language 
counterpart, /mroze. Both newspapers 
are still published, but as organs of the 
government. | 
The press enjoyed some respite dur- 
ing the three-year interim military re- 
gime of Gen. Yahya Khan, and the 1970 
elections were reported widely and 





fairly. Journalists were divided along 
ideological lines between the liberal 
Left and the Islamic Right, and several 
newspapers were launched reflecting 


various political positions, The 1971 
civil war in East Pakistan, resulting in 
the independence of Bangladesh, pro- 
vided fresh justification for press cen- 
sorship, and then prime minister Zul- 
fikar Ali Bhutto's elected civilian re- 
gime extended rather than scaled down 
curbs on the media. 

Opposition to Bhutto in the media 
was led by the Right, which had its 
newspapers banned, presses sealed and 
editors imprisoned. Superior courts ini- 
tially set aside several banning orders 
but finally the law was amended, leav- 
ing less scope for liberal interpretation. 
The Jamaat-e-Islami daily Jasarat was 
shut down, as were liberal critics of 
Bhutto's government, including the 
daily Sun and weeklies Outlook, Fron- 
tier Guardian and Punjab Punch. 
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'^ Three editors, Muhammad Salahud- 
din of Jasarat, Altar Hasan Qureshi of 
Urdu Digest and Mujibur Rehman 
Shami of Zindagi were repeatedly ar- 
rested and became symbols of resist- 
ance to eroding press freedom. Shami 
tried to beat the system by issuing his 
weekly under a new name each time the 

revious declaration was cancelled, and 
by 1977 11 licences had been revoked. 
The government also tightened the 
press-advice system and interfered di- 
rectly in the running of newspapers. 
Once when journalists went on a one- 
day token strike to protest restrictions 
on the press, the government itself pub- 
lished a newspaper and distributed it 
under different mastheads to foil the 
strike. 

During the past eight years, Zia's 
military regime has used both carrot and 
stick in its dealings with the media. In 
the first two years, while Zia was 
struggling to establish his authority, the 
stick was often used, particularly 
against media considered partial to 
JOEL BARRY 





ra 


Zia: Chattha: no editorial coercion. 


Bhutto. Musawaat, the official organ of 
the Pakistan People’s Party (PPP) was 
closed down, as was the Karachi even- 
ing daily Sadaqat and weekly Al-Fatah. 

In Musawaat’s case, the government 
claimed the newspaper owed it money 
as it had been built up by the PPP at 
state expense during the PPP's years in 
power, and several of the daily's assets 
were confiscated. 

Journalists hostile to the new mili- 
tary regime were purged from govern- 
ment-owned newsagencies and news- 
papers. Two pro-PPP publications, 
Amn and Meyaar were put under pre- 
—— — a situation which con- 
tinues. Some opposition journalists 
were arrested for "political activities," 
while Salamat Ali of the REVIEW was 
imprisoned for reporting on Baluchis- 
tan — an unpleasant subject from the 
government's point of view. The sen- 
tencing of a handful of journalists to 
public lashings, ostensibly for non-jour- 
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nalistic activities, served to frighten crit- 
ical newsmen considerably, paving the 
way for a more compliant media. 

Until the February 1985 general 
election, the government relied heavily 
on the press-advice system. Information 
policy. was directed by Lieut-Gen. 
Mujibur Rehman, a polite but strict 
military man, credited with writing a 
thesis on psychological warfare, who 
served as Pakistan's secretary for infor- 
mation until recently. 


Mee built personal contacts at all 
levels of the media and cultivated 
the friendship of anti-Bhutto rightists, 
who were quite willing to support Zia’s 
Islamisation. He openly supported the 
emergence of a rightwing faction within 
the Pakistan Federal Union of Jour- 
nalists, which has now overshadowed 
the traditionally powerful trade un- 
ionists, reducing their political influ- 
ence, 

Combining official patronage with 
personal charm, Mujib controlled the 


media without having to use force very 
often, and he is considered the most suc- 
cessful Information Ministry leader in 
recent years. As a critic of the general 
pointed out: “Mujib spoke softly and 
carried a big stick, saving the govern- 
ment a lot of embarrassment which 
would have come its way had it just been 
repressive.” 

Zia himself maintains cordial rela- 
tions with most newspaper editors, 
briefing them personally almost ever 
month and establishing official ties with 
the Council of Pakistan Newspaper 
Editors and the All-Pakistan News- 

apers Society. The two bodies entered 
into negotiations with the government 
for the withdrawal of the Press and Pub- 
lications Ordinance, to be replaced by a 
voluntary code of ethics implemented 
through a British-style Press Council 
and a special court to prosecute erring 
journalists and newspapers. 

Although the text of the code of 


ethics was accepted by all parties, the 
negotiations broke down over im- 
plementation procedures. Critics argue 
the government never had any intention 
to withdraw the ordinance, and the dis- 
cussion over it was academic anyway in 
the presence of martial law, which gives 
the regime sweeping powers beyond the 
scope of existing laws. 

nlike other countries where long 
spells of arbitrary rule have led to an al- 
most complete erosion of the media’s 
credibility, Pakistani newspapers con- 
tinue to be read and most have in- 
creased their circulations during the 
past eight years. One explanation of the 
phenomenon is that the government has 
not allowed restrictions to make the 
media dull, shrewdly distinguishing be- 
tween “harmless” and “threatening” 
criticism. 

Given the relatively limited influ- 
ence of the English-language media, itis 
allowed greater liberty than the Urdu- 
language newspapers. Islamabad’s Eng- 
lish-language daily, Muslim, and the 
Lahore leftwing weekly, Viewpoint, 
are editorially criticial of government 
policies — especially Islamisation — but 
no attempts have been made to silence 
them. Similarly, mass circulation Urdu- 
language dailies have been allowed to 
run moderately critical political col- 
umns. Irshad Ahmed Haqqani, a col- 
umnist in Jang, has become an op- 
position hero for subtle but pointed dis- 
sent. 

Occasionally, however, the govern- 
ment becomes particularly sensitive, 
During and after December's referen- 
dum, which gave Zia five more years in 
power, newspaper attitudes were 
strictly monitored. Comment was for- 
bidden on the poor polling turn-out in 
cities in view of the opposition boycott, 
and the entire media complied with offi- 
cial “requests” to publish only the gov- 
ernment statistics on polling. 

Although there is complete agree- 
ment that the present state of official re- 
strictions on the media is the cumulative 
result of developments during the past 
27 years, newsmen disagree on the 
share of blame of individual administra- 
tions. Several journalists accuse the 
PPP government of introducing the 
worst means of repression, while others 
consider the present martial-law au- 
thorities responsible for damaging the 
media most. 

"In the discussion of fundamental 
rights, it is not right to grade repres- 
sion," Salahuddin said, “but it would be 
fair to say that the present regime has 
restricted and censored the media with- 
out humiliating individual journalists, 
while Bhutto was a master of harassing 
opponents.” 

The other view is represented by an 
Islamabad reporter, who declined to be 
named, who said: "This is Pakistan's 
longest-running martial law and the 
very existence of military rule amounts 
to harassment." — Husain Haqqani 
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.| By Salamat Ali in New Delhi 


Qv ikh terrorism in Punjab state and 
the country's capital, New Delhi, is 
on the upswing once again. The situa- 
tion seems heading back to the atmo- 
sphere that had precipitated last year's 
peration Blue Star — the massive 
army crackdown against Sikh militancy 
in Punjab in general, and the Golden 
Temple at Amritsar in particular. 
Apart from political assassinations, 
the terrorists are indulging in indiscrimi- 
| nate killings at public places to create 
pe panic and keep voters away 
rom the state legislature and national 
“regal elections in Punjab on 25 
ptember. 
Although there is no evidence so far 
— | that the current terror is being coordi- 
| nated from one centre, there is plenty to 
| indicate the existence of dedicated ter- 
| rorists often acting in unison, suggesting 
at least a minimum level of planning. 
| On 6 September terrorists killed four 
| and injured 14 at six places in six differ- 
ent districts of Punjab. Appearing on 
motorcycles or on foot, these terrorists 


sprayed bullets from automatic 
| weapons in public places and disap- 
E. ared quickly shouting warnings to 


E erp away from the elections. 
) n the same day, a group of three 
struck in New Delhi, killing Arjun 
.| Dass, a ruling Congress party municipal 
councillor associated with last 
November's anti-Sikh riots following 
the assassination of Indira Gandhi. 
They also killed Dass’ bodyguard and 
= | injured six others present at the site. 
| Two days later, the terrorists struck 
again and this time, near the Punjab 
town of Jalandhar, shot dead Subash 
Chander Shingari, secretary of the 
youth wing of the ruling party. The 
| police also announced the uncovering of 
E a plot to blow up an express train — the 

Shaane Punjab — running between 
| Delhi and Amritsar. 

1 These murders follow a similar kill- 

| ing about a month ago of a Congress 

member of parliament, Lalit Maken, 

who, like Dass, was listed by a New 

Delhi-based voluntary social organisa- 

tion, the People's Union for Civil Liber- 

.| ties, as among those allegedly involved 

[ in the November riots. Maken's murder 

— | had led to the stepping up of security ar- 

rangements for Congress leaders, espe- 

cially those blamed for their part in anti- 
Sikh violence last year. 

Each of the Congress leaders was as- 
signed specially trained armed police- 
men but, with surprise and superior 
weapons favouring the terrorists, these 
arrangements are proving ineffective. 
Understandably there is fear among 
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No end to the terror 


Sikh militants step up violence to abort planned elections 
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Akali Sikh marksman: creating panic. 


these leaders, though in public state- 
ments they claim impunity from fear of 
death. For the past four months, secu- 
rity around New Delhi municipal coun- 
cil's headquarters — where most of the 
Congress members blamed for the 
November riots congregate — has been 
so strict that opposition Bhartiya Janata 
Party protested against "turning of the 
Town Hall into a fortress and jail." 





U nder Prime Minister Rajiv Gandhi's 
instructions, the number of police 
stations in New Delhi is being doubled. 
It has been decided to raise a special and 
better-paid elite force — the National 
Security Force — to be led by former 
army officers. 

Additionally, the cabinet has de- 
cided to amend the electoral law, re- 
quiring the countermanding of the elec- 
tions in a constituency in the event of a 
candidate's death. As amended, the law 
would necessitate setting aside an elec- 
tion only if a candidate of a recognised 
political party dies. Otherwise, given 
the large number of independents in the 
field, the government believes that the 
terrorists could kill one from each of all 
the 117 assembly and 13 parliamentary 
constituencies, forcing the counter- 
manding of the entire elections. 

The steps that have been taken so far 
to counter terrorism in Punjab are to de- 
ploy 85,000 policemen and paramili- 
tary troops, assign five policemen to the 
security of each of over 900 election can- 
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of suspected troublemakers, allot time 
on radio and TV to party candidates 
who have been advised to avoid public 
rallies and impose:a dusk-to-dawn cur- 
few on a 500-mile-wide stretch all along 
Punjab's border with Pakistan. | 

But, anticipating a large-scale 
roundup, a large number of young 
Sikh men are reported to have 
gone underground before the 
pure began moving, following 

ormal announcement of elections 

boycott by the militant United 
Akali Dal, led by the late Sant Jar- 
nail Singh Bhindranwale's father 
Joginder Singh. The party has is- 
sued a call to the Sikh masses not 
to participate in the polls. 

The current resurgence of ter- 
rorism is attributed largely to in- 
duction of a whole new generation 
into Sikh extremism. Following 
Operation Blue Star, the govern- 
ment believed it had neutralised 
hardcore extremists. The sporadic 
violence witnessed after the crack- 
down was explained as a last-ditch 
fight of the remaining few terrorists 
running from one shelter to another. 
However, most of the recently ap- 
prehended terrorists never figured 
on the police and army’s list of 
wanted men. For instance, five 
terrorists caught in Punjab's capital 
Chandigarh in early May were 
teenagers. Equally disturbing for the 
police is the sympathy the extremists 
find in rural areas of Punjab which shel- 
ter them and also, it is alleged, helpthem 
to slip across the border. 

Despite Pakistan's repeated denials, 
New Delhi insists that Islamabad is not 
only sheltering the Sikh terrorists but 
also training and arming them. It was 
stated at the end of August that sites in 
Pakistan where terrorists were trained 
and routes through which they returned 
were communicated to Islamabad and a 
reply was awaited. Official quarters 
here assert that India has “more than 
ample evidence" of Pakistan's complic- 
ity. New Delhi is now said to be thinking 
of circulating the evidence among 
friendly countries including the US, Bri- 
tain and France. It has also given a list to 
Islamabad of 12 expatriate Sikhs with 
the request that they should not be al- 
lowed to visit Pakistan. 

Everyone took it for granted that 
there would be blood-shed until the 
Punjab polls. This is because of the de- 
dication of at least some of the militants 
as underscored on 5 August by Jagdish 
Singh, one of the most wanted terrorists 
caught by the police in New Delhi. He 
swallowed potassium cyanide within 10 
minutes of his arrest and it was only 
hours after his death that the police 
could determine his real identity. He 
was a key figure in distributing bombs 
planted in transistor radio shells about 
three months ago. Oo 
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For centuries travellers and merchants 
have passed under the shadows of the minarets 
and mosques and have been captivated by 
the spirit of Delhi. The warmth of our smiles. 
Our excellent cuisine. The refreshing calm 
of our pool. Come to know Delhi 
like we do, at the Oberoi Inter- Continental. 


(hao / CO UCI Cont mental 


DELHI, INDIA 


OBEROI. THE VERY BEST OF BOTH WORLDS 


AUSTRALIA, EGYPT, INDIA, INDONESIA, IRAQ, NEPAL, SAUDI ARABIA, SINGAPORE, SRI LANKA 
RESERVATIONS THROUGH YOUR TRAVEL AGENT, LRI (TOKYO) 215-5141 
OR OBEROI! IMPERIAL (SINGAPORE) 7371666 


WWE Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


ON every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WWE 
National Organisation in vour country or direct to: 
WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 
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\ Vere not doing the driving, but we can 
help you reach your destination. 





The taxi business never sleeps. Around the clock 
there are maintenance schedules to monitor, driver payrolls 
to calculate, and even lost umbrellas to look after. And 
whether a taxi company is large or small, there are always 
countless important details that need constant attention. 

When Jakarta's Bluebird Taxi Company called IBM, 
IBM took an interest 
in every aspect of the 
taxi business. 

We developed a pack- 
age of hardware and 
software based on an 
IBM small business 
computer. 

The computer helps 
keep the books, works 
out the drivers’ 
compensation, keeps track of vehicle availability and helps 
maintain an optimum spare parts inventory. 

IBM is helping small businesses all over the 
Asia Pacific area. We can steer you in the right direction 
with the hardware, the software and the experience to help 
your business grow and keep it running more efficiently. 
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As our inflight serv 





A great way to fly 


SINGAPORE AIRLINES 


EI | * 
'e celebrating our recent acquisition of over a billion dollars of new aircraft with nothing less than Dom Perignon. 
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Nothing is quite as good as good taste. 





. € WHILE 1 do not wish to join in the 
» media's current obsession with report- 
ing each and every mishap that occurs to 
any aircraft anywhere, including every 
minor hiccup, I must say that pages of 
accident reports published by Austra- 
lia's Bureau of Air Safety Investigation 
make rivetting reading. On 21 April, 
the pilot of a commercial aircraft 
realised, after the passengers had been 
loaded, that a nose wheel chock was still 
in place. She got out and removed the 
chock but the aircraft began to roll 
down the sloping tarmac area. She re- 
placed the chock, the aircraft rolled 
Over it and the main wheel passed over 
her right leg. 

On the 5 April another pilot was so 
anxious to avoid a rough area on aland- 
ing strip, concentrating on achieving 
precise point of touchdown, that he 
failed to realise until after landing 
that he had omitted to lower the 
wheels. 

Another pilot on 24 May 1984 could 
well play the part of Rambo. Inspecting 
the results of récent spraying, the 
hélicopter he was piloting “struck a 
powerline which then severed the bub- 


blé windscreen. The wire then con- 


tacted the pilot's throat before being cut 
bythe main rotor. The helicopter struck 
the ground tail rotor first. From the 
wreckage, the pilot swam across a river, 
walked three kilometres to a home- 
stead and then drove 15 km for help." 
The report adds laconically: “He was 
later admitted to intensive care in hospi- 





tal.” | 
| But the best of all the extracts, sent 
to me by John Whelan, concerns 
another helicopter pilot who landed to 
make what the report described 
 euphemistically as “a quick comfort 
stop,” leaving the engine running. The 
report continues: “Shortly afterwards he 
noticed a fire underneath the helicopter 
and reboarded it in an attempt to fly it 
away from the fire. The engine did not 
respond. The pilot disembarked and at- 
tempted unsuccessfully to extinguish 
the fire. He received burns to his 
hands and legs while unloading equip- 
ment, and the helicopter was destroy- 
ed." | 

If only he'd noticed the fire before 
making himself comfortable! 
€ CHINA'S airline, CAAC, does not 
have the best of reputations among 
travellers, it must be admitted. Ian Cor- 
sie describes a recent flight from Peking 
where it took him a bale hour to strug- 
gle through the bureaucratic bedlam 
and on to the aircraft: "There were sep- 
arate fights (queues would not be the 
appropriate word) to get my customs 
forms stamped, get into the controlled 
area, check in, pay miy airport tax in ad- 
dition to the usual money changing, im- 
migration control and security checks." 




















several flights were leaving together and 
there was little in the way of notices to 
guide passengers through the unneces- 
sarily seething masses. 

Once aboard the aircraft, however, 
he had a magnificent time, doubled up 
with laughter at the contents of CAAC's 
inflight magazine, which he is surprised 
does not feature more often in this col- 
umn. 
€ THE item he found most entertain- 


ing deserves to be quoted at length for 


its marvellous combination of poetic 
self-congratulation and revolutionary 
jargon (I thought that China was quietly 
forgetting about the exploits of Lei 
Feng, the heroic youth who sacrificed 
himself to prevent a train accident and 


who was elevated to sainthood during. 


the Cultural Revolution; perhaps there 
are some recalcitrant Maoist elements 
at work still in CA AC, despite its recent 
management shakeup). Anyway, the 
article ran: ` à 

LET THE FLOWERS OF 

CULTURAL CIVILISATION 

. BLOOM ALLOVER CAAC . 

|... February 4 this year happened to be 
the beginning date of spring. The bright 
sunshine, the genial warm breezes, all 
these made people prominently feel: 

Spring of the Ox Year comes early. 
.. At9 o'clock that morning, the Com- 
mendation Meeting of the Construction 
of Cultural Civilisation of the Civil Avia- 
tion System was solemnly held at Bei- 


jing. According to Director General - 
Shen Tu, it was an unprecedented grand _ 
meeting to review the rich fruits 
achieved in recent years by the broad | 


staff and workers of CAAC in the con- 
struction of tlie socialist cultural civilisa- 


tion, to commend and give awards to- 


the advanced units and individuals. 
Yes, are not the 112 delegates to the 
meeting the pick active on the different 
job posts of CAA C? 

Among them were the waiting rooms 
of the Dongta Airport, Shenyang and 
Urumqi Airport; the former had 
created the ‘one continuous line’ of 
ground service, while the latter sent 
warmth to the passengers of different 
nationalities. Others were: the cabin at- 
tendant team of the 10th flight group, 
whose service level had been famed as 
of the first rate by both the Chinese and 
foreign passengers; the dining hall of 
the Chongqing Airport that had won the 
praise that “in all parts of the country, 
only this place is the best"; the Hang- 
zhou Airport where the army and the 
civilians had jointly constructed the 
civilized air harbour; and the Harbin 
Booking Office which had boldly car- 
ried out reform and enhanced service 
quality. These units had invariably 
sided with the passengers and warmly 


rendered their service, thus bursting - 





He was glad he spoke some Chinese for | i 
civilisation one after another at thei 
dinary posts. | A 





into magnificent blossoms of cult 







































Director General Shen Tu made 
the meeting a report entitled “To Con 
solidate and Expand the Fruits of t 
Construction of Both Civilisations 
Speed up the Steps of Reform, and 
Fight for —— up Further a New 
Prospect in the Work of Civil Avia 
tion". He summed up in review the 
chief achievements in unfolding by 
CAAC in recent years the activities in 
the construction of cultural civilisation, 
namely: the broad staff and workers. 
have, after having been educated to 
love the motherland, socialism and the 
Communist Party, enhanced their cul- 
tural and ideological quality, called. 
forth all their zeal for work, so that th 
construction of the civilisation window. 
of the transport service system has 
achieved tangible results; the activitie 
of learning from Lei Feng and setting u 
new general mood of society ha 
scored new progress; the work of m 
ing the environment of airports gre 
and beautiful has gained heartening 
sults. He hoped that the staff and woi 
ers of civil aviation should, under t 
new situation, speed up the steps of 
form and exert themselves in the stru 
gle for taking further steps to open u 
the new prospect of the work of ci 
aviation. | 2 

In the morning of February 7, am 
the sounds of music, the prize-givi 
meeting was held. The CAAC leadi 
ship awarded “civilisation cups" .a 
silk banners to the 29 units which h 
won the honorable title of “CAA 
civilized unit" and awarded the certifi 
cates of merits and credentials to the 
Staff members and workers who h 
won the honorable title of “CAA( 
pacesetter of cultural civilisation". Thi 
meeting had also commended 42 ad- 
vanced representatives of cultural civili- 
sation. m 

There's much more of it, but enough. 
is enough. d 
€ ANOTHER recent. traveller on- 
CAAC was handed a little present, a 
compass accompanied by the following 
note: 2 


THE COMPASS 

DO YOU WANT TO KNOW YOUR DIRECTION? 

THE COMPASS IS A HELPFUL TO YOU, IT I$ ONE OF THE FOUR 
GREAT INVENTIONS OF CHINA IN ANCIENT TIMES. 

IT WAS A GREAT CONTRIBUTION TO VOYAGE. MILITARY AFFAIRS 
AND PRODUCTION IN THE HISTORY OF THE WORLD. 

IT WILL INDICATE YOUR DIRECTION AND PLEASE YOU WITH JOY, 
WHEN YOU MAKE A TOUR OR IN QUTDOOR LIFE, i 

ATTENTION: KEEP AWAY FROM IRON AND STEEL. 


Unfortunately, the compass needle 
was irrevocably jammed in one posi 
tion, and the traveller devoutly hoped 
that the pilot of the plane was using a 
more sophisticated version of the” 
Chinese invention. eu 
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No more bones to pick 


Hanoi turns on the charm on the MIA issue to woo Washington 


By Nayan Chanda in Washington 


fter years of tough bargaining with 

Washington, during which Hanoi 
tried unsuccessfully to normalise rela- 
tions with its former enemy, Vietnam 
has made a dramatic shift to a policy of 
charm — a move which has taken the 
US by surprise. 

For the first time since 1973, when 
the US and Vietnam signed the Paris 
Peace Accord ending the Vietnam War, 
Hanoi is no longer linking the still unre- 
solved question of American service- 
men missing in action (MIA) in In- 
dochina with normalisation and has 
given Washington an apparently uncon- 
ditional pledge to complete the search 
for MIAs within two years through its 
own efforts. 

Under the Paris accord, Washington 
pledged to contribute to healing the 
wounds of war, and Vietnam promised 
to search for the MIAs. In 1977 Hanoi 
ostensibly dropped direct linkage be- 
tween normalisation, required before 
the US could pay reparations, and the 
MIA question but had nevertheless 
continued to use the issue as leverage 
to obtain US economic and political 
support. 

An elated US State Department 
spokesman described the the US-Viet- 
nam talks held in Hanoi on 28-29 Au- 
gust as being the “most positive step yet 
in the on-going process” of resolving the 
MIA question. A participant in the 
talks told the REVIEW that it was "the 
best meeting we have ever had with 
the Vietnamese on this issue." How- 
ever, the change is not just on Hanoi's 
part. 

In addition to an unusually friendly 
tone towards Hanoi, as reflected in re- 
cent statements concerning Vietnam, 
Washington also has made a subtle shift 
in its official position on the MIA prob- 
lem. In the past, US officials presented 
the MIA question as purely a humanita- 
rian issue, totally separate from the 

uestion of normalisation. But now 
they regard periodic Vietnamese coope- 
ration on resolving the MIA problem as 
valuable steps towards clearing the way 
for the possible establishment of dip- 
lomatic ties. 

The shift in Hanoi's stand is even 
more surprising given that it came in the 
wake of a postponement of a "high- 
level" meeting scheduled in Hanoi for 
late August between Vietnamese lead- 
ers and US Assistant Secretary of State 
for East Asia and the Pacific Paul Wol- 
fowitz and Assistant Secretary of De- 
fence Richard Armitage. The senior US 
officials cancelled their visit at the last 
moment when it became apparent that 
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Vietnamese Foreign Minister Nguyen 
Co Thach would be absent. The US de- 
legation was instead led by National 
Security Council staffer Richard Chil- 
dress, an official with special responsi- 
bility for the MIA issue. 

Contrary to statements made to the 
press by Vietnamese officials linking 
Hanoi's cooperation on the MIA prob- 
lem to such issues as the removal of a US 
trade embargo on Vietnam, the Viet- 
namese took a very different tack in the 
closed-door meeting with the US dele- 
gation led by Childress. In what ap- 
peon to be implicit justification for 

ietnam's new approach, Vietnamese 
Vice-Foreign Minister Hoang Bih Son 
and Acting Foreign Minister Vo Dong 
Giang told the Americans that Viet- 
nam's economic situation had improved 


* 
E 


Remains of MIAS: the search 


along with the security situation in Viet- 
nam and Cambodia. This, they said, 
now enables Vietnamese to pay more 
attention to searching for the remains 
of US airmen shot down over Viet- 
nam. 


U ntil this latest meeting, the Viet- 
namese had invariably linked a 
more vigorous search for MI As either to 
material help from the US and/or to the 
cessation of US “collusion” with China. 
However, during the recent talks, 
Hanoi avoided mention of any US re- 
sponsibility towards Vietnam and said it 
would be able to carry on the search and 
excavation essentially with their own re- 
sources. Only if excavation of a particu- 
lar crash site was difficult, the Vietnam- 
ese said, would they ask for water 
pumps or cranes from the US. 

e two-year work plan which 
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plan outlined a unilateral effort, a US 
plan submitted to Hanoi laid more 
stress on joint searches and excavations. 

The US offered to defray the cost of 
excavations and proposed to set up a 
permanent technical office staffed with 
24 men to jointly undertake site 
searches, excavation and the identifica- 
tion of remains. US officials argued that 
some American presence during 
searches or excavations was essential if 
the US Congress were to approve funds 
for the project. 

While the Vietnamese did not re- 
spond to the suggestion of a technical 
office, they did not rule out joint excd- 
vation and said Vietnam would wel- 
come any voluntary US contribution. 
However, the Vietnamese stressed that 
the most important thing was an atmos- 
phere of cooperation. 

Demonstrating the new mood, the 
Vietnamese promised to investigate re- 





ports of sightings of living Americans in 
Vietnam. Some Vietnam veterans in the 
US believe Hanoi is still ho[ding 
American prisoners of waf. Although 
the Vietnamese reiterated their lóng- 
standing claim that there are no Ameri- 
can PoWs in Vietnam, they told the 
American officials at the recent meeting 
that they have already. investigated 
three reports of sightings and found 
them to be false. | 

“I just couldn't get over it,” one 
American participant in the meeting 
said, referring tọ, the charming . and 
friendly manner of their Vietnamese 
counterparts. Only three years earlier 
the same Vietnamese officials had be- 
rated the Americans for their alleged 
collusion with China and their dark role 
in Cambodia. “These issues were not 
mentioned once during the two-day 
talks,” the source said. 
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US analysts are uncertain as to the | 


motive behind the generous Vietnam- 
ese offer to cooperate on the MIA and 
PoW issues, without asking for a quid 
pro quo. Whatever the motive, the 
Vietnamese move appears even more 
puzzling in view of Hanoi's missed op- 
portunity to publicise its scheduled 
meeting with Wolfowitz and Armitage, 
which would have boosted its position 
before the UN General Assembly meet- 
ing in September which is expected to 
address the Cambodia situation. One 
senior US official told the REVIEW that 
the Vietnamese may have decided to 
forgo the high-level meeting when 
Washington made it clear that Wol- 
fowitz and Armitage would discuss 
only the MIA and similar bilateral 
Issues. 

Hanoi may have decided to put off 
the high-level meeting until their new 
cooperation on the MIA problem had 
generated some goodwill and the inten- 
sity of diplomatic activity over Cam- 
bodia had subsided after the general as- 
sembly session. The Vietnamese have 
told Washington that Thach would be 
back in Hanoi by the end of September 
and would be ready to welcome a high- 
level US visit. 


eanwhile, during a visit to New 

York for the general assembly ses- 
sion, Thach's assistant, Vo Dong Giang, 
is to hold further talks with US officials 
aimed at drawing up a mutually accept- 
able work plan baad on the Vietnam- 
ese and American proposals. 

Some analysts suspect that the Viet- 
namese offer of unconditional coopera- 
tion on the MIA issue is merely a tacti- 
cal move. After the process is well 
under way, these analysts say, Hanoi 
might ask a price for continuing their co- 
operation. However, the dominant US 
view seems to accept that Vietnam has 
recognised its error in bargaining over 
the remains of the American MIAs 
and would like to make a clean begin- 
ning. 

Washington believes that as many as 
400 sets of MIA remains are being held 
by Hanoi in the hope of bartering them 
away for US aid or recognition. “The 
Vietnamese perhaps have come to 
realise," a State Department source 
said, "that instead of being money in the 
bank, the American remains have be- 
come a wasting asset. Vietnam's MIA 
policy has been bringing money to the 
poem of [the anti-Vietnamese, anti- 

S Government movie] Rambo, but no 
us to Vietnam. The impression that 

ietnam is deceitful and heartless has 
gained wide acceptance in the US." 

Vietnam may finally have concluded 
that giving satisfaction to the US on a 
matter which is so close to the heart of 
President Reagan, who has called the 
MIA problem "the highest national 
priority," would in the end be more be- 
neficial than doling out bones for econo- 
mic and political concessions. oO 
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Mr Devan Nair regrets 


Former president declines conditional pension 


By V. G. Kulkarni in Singapore 

grim Ep n.troty aaron m oA der mln t rejection of a con- 
ditional pension has turned into a controversy, with Nair and the govern- 

ment giving conflicting versions of the events preceding the announcement in 


arliament. 
T Parliament approved a monthly of $$5,000 (US$2,200) on 31 Au- 
gust to Nair — who had resigned in late March after admitting he had become 
an alcoholic — provided he undertook to continue treatment prescribed by a 
p panel of doctors and, by implication, that he never 
k again. After his Nair had been sent to the US for treatment. 
He returned to aD aps month. 

Soon after ment unanimously voted on the pension bill moved by 
Law Minister E. W. Barker, Nair's family consulted among themselves and is- 
sued a statement declining the government's conditional offer. Later, in a let- 
ter carried by the local press on 4 September, Nair gave a lengthy explanation 
about what he described as financial coercion that was unacceptable to him 
Fg; ren i b " 

tating that he owed an explanation to the e of Singapore, Nair's let- 
tera that he met marker dien his return in he US * né rkt the lat- 
ter that he did not want a pension with strings attached. “It was clearly unac- 
ceptable that my wife and I should spend 
the final span of our lives under a cloud,” 
ya gcd alle whereas rise that 
Barker had MT im to the 
parliament that ty of the 
pension was acceptable to him. 

Barker had told parliament that ac- 
cording to the American specialist who 
had treated Nair, Dr Stanley Gitlow, and 
doctors in oppo Nair would need 
therapy in the US for anything up to two 
years. ting this assertion, Nair 
stated: “Nowhere in his [Gitlow's] re- 
ports did he any need for a perma- 
nent panel of ors, whether in S 
pore or elsewhere, to continue trea 
me." Gitlow's reports had also stated that 


he was “ enough to resume what- 
ever he desires to under- 
take," Nair said. 


Relating Nair's alcoholism to his brain 

, Barker had said that Nair was 

well aware that should he “take just one 
drop he would be back to square one. He would then be signing his death war- 
rant.” Nair countered that none of the medical tests such as a brain scan and 
carried out during his stay in the US had shown “any signi- 

ficant abnormalities." Nair’s letter went on to assert that this should lay to rest 





' finally the initial perception of some people in Singapore that he had suffered 


irreparable brain damage. 

Nair added that he would regard any kind of coercion, including financial 
coercion involved in the pension, as “ untherapeutic and hence p 
contra-indicated." He had turned —— down because accepting 
would undermine his confidence and self-respect. 

The government ed to Nair's letter with a statement published on 5 
September sa that r's statement to parliament was factually correct. 
On 18 i ore Nair left for the US, Barker and National Dev ent 
pension. "Mr Nair etpressed waleppionss bet ded not reject the proposal fe 

on. “Mr t did not reject the pro . In- 

stead he asked Mr Barker not to be too harsh when dra the ulis —— 

motion. Mr Barker said he would try. After Mr Nair's return from New York, 

Mr Barker met him on three On none of these occasions was the 
— — Ape — — — or mentioned between them." 

0 a former a discretionary matter for parliament 

and is unprecedented since both previous incumbents died in office . 
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| By Jacqueline Rees in Canberra 
| [none of the most dramatic upheavals 
. Win Australian federal politics in recent 
. years, former deputy leader John How- 
. ard ousted Andrew Peacock from the 
— leadership of the opposition Liberal 
_ Party on 5 September, signalling a sharp 
. turn to the Right. 
| | Howard brings a new-Right conser- 
= vatism of the Thatcher-Reagan mould 
| into Australian politics which could 
| pose a serious political threat to the 
| dwindling popularity of Prime Minister 
- Bob Hawke's Labor government. 
| Peacock will become opposition 
| Eman on foreign affairs shadowing 
| Bill Hayden — the man who himself was 
| ousted as opposition leader by Hawke 
| weeks before their party won office. 
| Peacock had led the Liberals for two- 
| and-a-half years since their demoralis- 
ing defeat under Malcolm Fraser in that 
election which swept Hawke into office 
1 1983. He brought the party to within 
| striking distance of a return to power in 
— the next poll in 1984 by making unex- 
| pected inroads into Hawke's apparently 
. invincible popularity. He failed, how- 
| ever, to convince the business commu- 
nity of his grasp of economics and he 
| failed to command absolute loyalty 
| from Howard and party chiefs outside 
| parliament. Unnerved by a subtle cam- 


| paign to destabilise his leadership and 
| Dy 












oward's dogged efforts to prove 
himself a potential leader, Peacock 
| sought to have his parliamentary col- 

- leagues vote Howard out of the deputy's 
| job in favour of one of his most 

lacklustre shadow ministers, John 
. Moore, who would pose no threat. 

But it was a miscalculation. Howard 
| was too valuable a politician for the Lib- 
| erals to dump. He was the lone Liberal 

| able to win Deck those sections of the 

business community who had transfer- 
| red allegiance to Hawke and his Trea- 
| surer Paul Keating. The vote went 
. 38-31 against Peacock’s candidate. 
| =- Peacock promptly resigned and How- 
| ard waselected leader overwhelmingly. 
| For 20 years since he assumed the 
| seat of Kooyong in Victoria's Liberal 
| heartland from party founder Sir 
| Robert Menzies, Peacock had been tag- 
|. ged a future Liberal leader and prime 
.| minister. But his lack of nerve, bad tac- 
| tics and poor advice have robbed him of 
| the opportunity. 
$ His defeat sees a shift in the Liberal 
power base from Melbourne to Sydney, 
paralleling a shift in Australian finan- 
| cial power. Victoria represented old 
| money, hereditary wer and old- 
| fashioned small-“I” liberal ideals. In- 
| creasingly over the past decade financial 
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power has moved to Sydney, represent- 
ing as it does, new money, a ruthless en- 
trepreneurial business style and self- 
made men. 

Howard entered parliament as an 
unknown Sydney suburban lawyer in 
1974. He earned Fraser’s patronage 
very quickly and by 1977 was treasurer 
in the Fraser government. 

Immediately on his election to party 
leadership, Howard's record as trea- 
surer was seized on for attack by Hawke 
and Keating. In fact his actions have not 
always matched his rhetoric, though he 
has skilfully conveyed the impression 
that his former master queered his 
pitch. “Many people deserted the 
former Liberal government because 
they felt it had lost its philosophic clar- 
ity,’ he said recently. Howard has 
sought to reverse any such trend by ap- 
pointing to key positions in his shadow 


ministry men who share his commit- 
ments to smaller government, privatisa- 
tion and the curbing of union power, 
such as shadow treasurer Jim Carlton 
and industrial relations spokesman Neil 
Brown. 


n his own attacks on the Hawke- 

Keating administration, Howard has 
quickly shown his leadership will shar 
en the cut and thrust of Australian poli- 
tics. Howard won the leadership within 
24 hours of the government proudly an- 
nouncing it had successfully renegotiat- 
ed the prices and incomes accord, its 

act with the unions guaranteeing regu- 
ated wage increases in return for indus- 
trial peace. Howard went straight on the 
offensive charging the government was 
a creature of union bosses. 
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system through its arbitration 
commission and allowing a system of 
voluntary contracts between employers 
and their workers. He sees deregulation 
of the labour market as one of Austra- 
lia's biggest political battles over the 
next five to 10 years. 

"Rigid wage-setting practices price 
workers out of jobs and union practices 
contribute directly to lengthening dole 

ueues," he says. "In the US over 8 mil- 
lion jobs which have been created in the 
last three years directly reflect the flexi- 
bility of the US labour market and the 
relative weakness of American unions.” 

Howard is unapologetically conser- 
vative on all issues. He does not believe 
in national Aboriginal land rights; he is 
opposed to affirmative action for 
women; though he says he finds apart- 
heid abhorrent, he opposes economic 
sanctions on South Africa; he wants to 
cut youth wages, advocates small gov- 
ernment and is a zealous critic of gov- 
ernment intervention in business, while 
being a great proponent of privatisa- 
tion. 

"The stunning success of the public 
float of British Telecom is an object les- 





son to those many doubting Thomases 
in our own ranks who doubt the wisdom 
of selling off public enterprises to the 
private sector," he says. 


A great admirer of Margaret 
Thatcher, Howard is often compared to 
her. Both come from lower middle-class 
backgrounds. Thatcher was a grocer's 
daughter, Howard the son of a subur- 
ban garage proprietor. They share a 
passionate distrust of the Soviet Union 
and have contempt for excessive union 
power. 

He also admires the policies of Presi- 
dent Reagan. After a visit to the US re- 
cently, he extolled Reagan's domestic 
policies. "The young in the US have 
given an impressive electoral support to 
Ronald Reagan," he said. *In so doing 
they have voted for an economic policy 
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which places greater reliance on market 
solutions and free enterprise than any 
economic policy followed by an Ameri- 
can administration for decades.” 

His Labor opponents will seek to 
portray. Howard's allegiance to the US 
as unquestioning and play on lingering 
Australian misgivings that Australia 
went too far in being dragged into the 
tragedy of Vietnam through the US al- 
liance. The differences will be hard to 
play up, however, because Hawke is 
very pro-US for a Labor prime minister. 
But Howard is uncompromising. He 
fully supports the US “Star Wars" 
(Strategic Defence Initiative) and MX 
missile projects and has berated Hawke 
for stopping short of total Australian 
support to these projects at the behest 
of the Labor Left. 


oward ts stridently anti-Soviet and 
has warned Australians frequently 
of the dangers of an increasing Soviet 
presence in their region. He is a bitter 
critic of what he calls Labor silence on 
“Soviet colonialism in Afghanistan and 
Soviet-backed Vietnamese colonial- 
ism." He is scathing of Hayden's propo- 
sal that Australia play a role as “honest 
broker” in the Vietnam-Cambodia sit- 
uation. “Vietnamese military offensives 
in Kampuchea underline the substantial 
build-up of Soviet forces in our region 
that has taken place since the fall of 
Saigon in 1975," he says, “the Hawke 
givernment's response to Vietnam's ag- 
gression has been totally inadequate." 
Similarly he is contemptuous of 
Hawke's proposals for a nuclear-free 
zone in the South Pacific “since it would 
not affect Soviet capability in Vietnam. 
Rather the Soviet nuclear build-up in 
East Asia underlines the necessity of the 
United States deterrent in our region.” 
Howard wants to restore old Austra- 
lian ties with Thailand and Indonesia, 
which he says have suffered over the 
past decade. Following visits to both 
countries in July, he returned home to 
write in th€ national press that Australia 
should be more.firmly committed to 
positive gestures of friendship with In- 


donesia. "Indonesia is a more open so- | 


ciety than: many nations with which 


Australia seems to have quite cordial re-. | 


lationships," he wrote. “For example it 
is markedly freer than Vietnam." Atthe 
same time he charged too that Hawke 
was|far too sympathetic to Hanoi and 
far too “dismissive of the genuine con- 
cerns of Thailand." 

hereign-policy debate in Australia 
will sharpen under Howard. But he is 
likely to carry full party support on most 
foreign-policy issues, with the exception 
of South Africa, on which Liberals such 
as former shadow minister lan Macphee 
take aharsher line. He may have a more 
difficult time with his own party on 
some social issues. There are a substan- 
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tial minority of “wets” in the Liberal 
Party and some will voice their opposi- 1 


_ tonto Howard's very i miós8 Credit Suisse. Incredibly Swiss. 
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Vietnam revisited: 
sweet tears turned sour 


n Saigon, on the morning of 30 April 

1975 when I saw the dusty tanks with 
Vietcong flags rolling past the US Em- 
bassy towards the presidential palace, 
which had been Nguyen Van Thieu's re- 
sidence and when I saw the first skinny, 
shy, young guerillas coming down Tu 
Do Street, I cried out of joy, thinking 
that an awful war had ended, that Viet- 
nam had obtained its independence and 
that the country's people, finally reun- 
ited, would have some peace and jus- 
tice. 

Ten years later, wandering around 
the same streets, visiting old friends and 
acquaintances — all of them looking 
over their shoulders to see if we were 
being followed, listened to or spied 
upon — I felt once again like crying, this 
time out of despair at the sight of all that 
has not been done, all that has been 
wasted, all that has gone astray. 

People are still divided. There is no 
peace, and hundreds of young Vietnam- 
ese still are killed and maimed on the 
battlefields of Cambodia. There is no 
justice, unless justice means to turn à 
society upside down and to replace one 
dictatorship with another. The quality 
of life has worsened: poverty, ineffi- 
ciency and corruption are rampant. The 
fear of the new communist police is 
as strong as that of the old fascist ones. 
The revolution has broken all its prom- 
Ises. 

Was I wrong to have written then a 
book called Giai Phong! ( Liberation!), 
trying to capture the enthusiasm, the 
fear, the expectations of those days? 
Was I wrong to have thought that the 
smashing of Thieu's palace signified the 
victory of an insurrection which had 
begun more than a century earlier to 
drive the foreign invaders from Viet- 
nam, and that the Vietnamese people 
were once again masters of their own 
destiny? Was my generation wrong in 
opposing the US intervention in Viet- 
nam and were not the Americans cor- 
rect in trying to stop the advance of 
North Vietnamese communism into the 
South? 

Since the realities of post-liberation 


Vietnam have become clear and since | 


the subsequent waves of refugee boat 
people have shown the ruthlessness of 
the new regime, I have had those ques- 
tions in mind. In July, going back to 
Vietnam (I was not invited to the 10th 
anniversary victory celebrations in 
April because since 1981 I have been on 
Hanoi's blacklist), I put these questions 
to the people I knew, and particularly to 
those who before 1975 took part in or 
supported the revolution bd máty of 


46 


whom are now among the disillusioned. 

For my generation, Vietnam was a 
test of morality. We felt that the Ameri- 
cans had little business meddling in a 
faraway Asian country. We felt they 
had no right *to destroy it in order to 
save it," to paraphrase one US soldier's 
explanation of search and destroy oper- 
ations, and between the sophisticated 
US war machine and the Vietnamese 
guerilla, the choice of our hero was sim- 





ple. The principles we believed in were 
that people ought to decide their own 
destiny, that societies ought to be 
human and just. The revolution seemed 
to promise all this. 

"The revolution sets me dreaming 
and I want to see it with my own eyes," 
Cao Giao, my old Vietnamese interpre- 
ter, the man I owed most of what I knew 
about Vietnam, told me in 1975. He re- 
fused seats for himself and his family on 


Tiziano Terzani, an Italian citizen, 
and a correspondent for the West 


German magazine Der Spiegel in 
Japan, was in Saigon and witness- 
ed the city's fall to the communists 
in April 1975. 





the helicopters of the US evacuation. 

Revolutions are always about the fu- 
ture; they look attractive because, com- 
pared with the present — usually mar- 
red by miseries and injustices — the fu- 
ture can be filled with promises. Viet- 
nam was no exception. On the one 
hand, there was a real and visible op- 
pressive regime, supported by US inter- 
vention which was the continuation of 
French colonial rule, and on the other 
hand there was the spartan, tough, 
moral revolution promising à better life 
for all. 

When the revolution succeeded in 
Saigon, renamed Ho Chi Minh City, it 
presented the image people had 
dreamed about, and many of the rev- 
olutionaries who came to the surface in 
those days were genuine, sincere peo- 
ple, absolutely dedicated to the cause 
whose aims many wanted to share. 

Giai Phong! was a record of the first 
three months in Ho Chi Minh City 
under the new regime, and the mood of 
the city after the first hours of fear and 
uncertainty was one of relief and hope. 

The daily experience of the revolu- 
tion was an exhilarating one. Something 
new was coming to life, intriguing like'a 
baby being born. There was à catharti¢, 
purifying aspect to it that faStinated me 
as an observer. There was'd sense ‘of 
"justice is done" in the turning up- 
sidedown of a society which had shown 
its inability to cope with the problems of 
the time while the new one was an- 
nouncing principles and doing things 
one could not reject. 


any, many people — including 
many Vietnamese who had feared 
the communists and had fought them up 
to the last moment — in those first few 
months after liberation saw the possibil- 
ity of a better future and started believ- 
ing the revolution could provide a solu- 
tion. It was true of China between 1949 
and 1956. It was true of Vietnam in 
1975, 

The country has been torn by a 
bloody, nasty civil war, and the most 
common prediction was that the cOm- 
munist victory would mean a terrible 
bloodbath. There was none, and the 
idea that the “sin” of having been on the 
wrong side could be washed away with 
some “re-education” made a lot of 
sense: only with national reconciliation 
could the country heal its wounds and 
start its reconstruction. 

The promise was fascinating but it 
has not been kept, and those who have 
survived years of re-education camps 
are still given no chance to start a nor- 
mal, decent life. The “sin” of having 
been part of the "puppet" South Viet- 
namese regime, of the "puppet" popu- 
lation does not wash away. On the con- 
trary it seems like a hereditary disease, 
transmitted from father to son. For the 
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schools or the universities. 
While communist officials, all from 
North Vietnam, have installed them- 
selves in the villas of the South's old rul- 
ing elite, a whole southern society of de- 
stitute, miserable, feverish people have 
been thrown into the streets where 
many survive by begging — a lost tribe 
doomed to be extinguished. 

In Cambodia, after the 1975 com- 
munist victory, Pol Pot and his Khmer 
Rouge divided the population into two 
categories — those who had lived under 
revolutionary rule before 1975 and thus 
could be trusted and those who had not 

and thus had to be eliminated. What is 
. happening in Vietnam is just Pol Pot in 
slow motion. 

There has been no national reconcili- 
ation, and in retrospect the whole idea 
of taking people to re-education camps 
looks like a clever expedient by which 
one catches the whole military and civi- 
lian structure of the old regime at once, 
puts it away in concentration camps and 
thus eliminates any possible resistance. 

When the communists took over the 
South, there were many people who, 
after the first suspicions and uis sub- 
sided, made themselves available to the 

new regime. Even some of its worst 

ormer enemies decided to give it a try. 
But the, communists turned them down 
for contrary to their propaganda, they 

id not trust the people, trusting only 
themselves. Thus, an immense capital 
of Seatac human qualities, expertise 
and enthusiasm was squandered. 

Always have the communists man- 
aged to ride the tiger of nationalism and 
to monopolise the struggle for indepen- 
dence. Vietnam was no exception. The 
South’s Vietcong presented themselves 
as the defenders of the nationalist cause 
and thus worked themselves into a posi- 
tion of moral superiority over the 
former Saigon regime, which had called 
for the protective umbrella of a foreign 
power. 

Under these circumstances, the rev- 
olution acquired a sort of historical right 
to win the war — a right that was 
acknowledged by many people who de- 
cided to join the fight, only to be be- 
trayed after the victory. For them, na- 
tional independence was the aim and 
the end of their struggle. For the com- 
munists, it was just the beginning of 
their process to install their totalitarian 
regime. 

Ten years after the communist vic- 
tory and the formal re-unification of the 
country, those who are the most disil- 
lusioned by what the new regime has 
done and not done are those southern 
intellectuals who, as members or sym- 
pathisers of the South’s National Liber- 
ation Front, contributed to the struggle 
against Thieu’s dictatorship. 

They were the people who most im- 
pressed me in those months of 1975, and 
the encounter with many of them left 
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and fear," I wrote then, comparin 
them with the "saints" whom as a boy 
had seen in church paintings — "people 
with their suffering and smiling faces, 
halos around their head and an almost 
mad light in their eyes.” 

The ideologues, the security people 
who have taken over the revolution, 
have pushed the saints aside and re- 
nounced their help as well. 


MD pne we have supported the US 
war effort? Should we have pre- 
vented the victory of the revolution? 
Certainly not! The fact that the com- 
munists have gone wrong since 1975 
does not make Americans right. They 
should never have got into Vietnam and 
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because they did, they are partly re- 
sponsible for what is happening now. 

When I look at Indochina today, 
doomed as it is to become a Vietnamese 
empire in which the Lao and the Khmer 
will be nothing but ethnic minorities 
as the Tibetans and Mongols are within 
the Chinese communist empire — I feel 
it must have been the combination of 
American intervention then and com- 
munist rule now which turned this once- 
lovely place into a devastated wasteland 
and a graveyard of everybody's illu- 
sions. 

The American intervention in In- 
dochina prevented the moderates in the 
region’s three countries from coming up 
with their own solutions for national in- 
dependence and development. Cam- 
bodia is the clearest case in point: Mao 
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Zedong and his 
gave birth to the 
mid-wife was the B52 for without the 
savage American bombing, the Khmer 
communists would not have gained so 
much power and would not have be- 
come so fanatic and savage themselves. 

The Americans were wrong to inter- 
vene. And wrong were the communists, 
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who have wasted a great opportunity to 


prove their cause to be just. 

The Vietnamese communists, like all 
other communists from Stalin to Mao to 
Pol Pot, realise the only way to build 
their new societies is to build new men, 
and they too go about this sacreligious 
aim. 
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Khmer Rouge, but the 








It is the generation of 16 million new 


Vietnamese, half of them born in the 


South after 1975, on which the regime is | 


putting all its hope. 

Newly organised kindergartens keep 
them away from their families: a new 
system of education keeps them away 


from the past. Everything printed be- 


fore 1975 is banned. Children now learn 
to read from books where the word 
"American" goes with a picture of a lit- 
tle girl leading at gun-point a huge cap- 
tured pilot. They play around war 
machines. left over by the defeated 
enemies. With their red scarves around 
their necks, thev march to school, 


€ The ideologues, the security 
people who have taken over 
the revolution, have pushed 
the saints aside and renounced 
their help as well. ? 






where they learn how to shoot and how 
to defend the motherland. 


They grow up without nostalgia of - 


the past, of a different world, without 
old values against which they could have 
measured the new realities, proud of be- 
longing to this exceptional race which — 
they are told — has defeated the 
French, the Americans and the 
Chinese. 


1 
What they will build, at great human 


cost and through harsh methods, ma 
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not be socialism as we dreamed of it. It .— 


will be a totalitarian dictatorship ex- 
tended over the whole of Indochina. 


This may not be what the millions of 
people who marched through the streets — 
of the world, protesting against the - 


American intervention in the war, 
wanted. This may not even be what 


many Vietnamese fought for when they — 


took part in the revolution. Yet, this is 
what today's Vietnam is all about and 


what the Vietnamese of tomorrow may - 


even like. 

Leaving Vietnam in 1975 and think- 
ing of its revolutionaries — its "saints," 
of the common people — I ended Giai 
Phong! writing: "Vietnam is theirs and 
they have every right to it.” 

| still think so, though I don't like 
what they are doing. o 
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By Alan Booth in Tokyo 
in June this year, the International 
B Education Centre of Japan held its 
26th annual Japanese speechmaking 
contest for foreigners in a 1,500-seat 
all in central Tokyo which was packed 
| for the event. Media coverage was ex- 
tremely comprehensive and included 
televising all 15 finalists’ speeches in full 
on NHK’s nationwide educational 
channel. Mainly this was because NHK 
Was among the contest's official spon- 
sors (others included the Foreign Minis- 
try and the Ministry of Education, Sci- 
. ence and Culture), but the amount of in- 
terest such spectacles generate among 
- ordinary Japanese people is immense, 
and it is worth asking why. 
. Partly, it has to do with the fact that 
the sight of a foreigner doing anything 
Japanese is still widely regarded as 
am using in itself. "Wasn t all that enter- 
taining?” enthused Namiji | Itabashi, 
chairman of the Board of Trustees of 
the International Education Centre, in 
his closing remarks to the Japanese au- 
. dience. In his opening remarks, Itabashi 
suggested a second reason for the 
events popularity: “These foreigners 
point out things about us that we don't 
‘notice ourselves," he said, taking it for 
granted that, since they were all going to 
speak in Japanese, they would naturally 
b pong exclusively about Japan. 
—. In fact, [tabashi was not so much tak- 
ing this for granted as ensuring that it 
should be the case, since all the 
speeches had been vetted in manuscript 
and on cassette tapes before any of the 
. 15 finalists ever set foot on the stage 
and, according to the criteria expound- 
ed in the programme, the same number 
_ of points were to be awarded for “choice 
of subject" as for "language." 
_ Four of the five judges are exactly 
the sort of people one would expect — 
_ the manager of the Culture Division of 
N K, the director-general of the Na- 
tional Language Research Institute, 
and so on, But the fifth — a regular who 
acts as spokesman for the panel — turns 
. out to be Hyoe Murakami, described in 
the programme as a "critic," who last 
appeared in the pages of the REVIEW in 
" connection with his contribution to an 
issue of the semi-official Japan Echo de- 
. voted to “revisionist views of the war" 
(REVIEW, 23 Aug. '84). 
». Murakami has also published. a 
| book-length account of the war in which 
. Nanjing suffers neither rape nor dis- 
| comfort, while the inhuman.treatment 
 meted out to Japanese soldiers and civi- 
.| lians by American GIs is described in 
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some detail. So is the Americans' com- 
mand of the Japanese language: "A 
whistling GI, holding a submachine gun 
at the ready, would jump out of the 
jungle and call out something unintellig- 
ible — apparently a ‘Japanese’ com- 
mand to surrender.” Have 
matters improved, one 
wonders uneasily, eyeing 
both the red-and-white 
rosetted Murakami, seat- 
ed in his judge's chair star- 
ing at the floor, and the 
two blue-and-white roset- 
ted American contestants, 
neither of whom, one no- 
tices with relief, is whistl- 


ing. 

Of the 15 finalists, the 
youngest is 19, the old- 
est 28, and all — in ac- 
cordance with the rules of 
the contest — have “stay- 
ed here |as The Japan 
Times put it] for less than 
three years for various rea- 
sons." Ten are students — 
two Russians, two Chi- 
nese, one Malaysian, one 
Brazilian, one Irishman, 
one New Zealander, one 
Englishwoman and one 
man from Hongkong. The 
remaining five are a Tur- 
kish housewife, an Ameri- 
can guide from the US 
pavilion at Tsukuba, an 
American teacher, an In- 
dian diplomat and a Cana- 
dian lawyer. 


|! hearing about them- 
selves from performing 
foreigners is the principal source of Ja- 
panese delight in these events, one of 
the chief pleasures for the dispassionate 
non-Japanese observer is working out 
who is likely to win before anyone has 
opened his or her mouth. This sounds 
impossible, but it is not. We already 
know from the judges’ published criteria 
that linguistic expertise is going to count 
for only a fraction of the total score. 
What other factors, we tease ourselves 
by asking, could conceivably sway the 
balance? 

To begin with, the contest is taking 
place at the end of the same week in 
which Japan has finally ratified the UN 
charter on equal rights, so it is more 
than level betting that the winner will be 
one of the six women. Of the six, one is 
an American and another a Russian, 
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and it is fairly safe to rule these out. 
Prime Minister Nakasone's much-publi- 
cised intimacy with “Ron,” as well as his 
decision to increase defence spending 
and his “understanding” of the Strategic 
Defence Initiative (“Star Wars") have 
seriously threatened the “even-handed- 
ness" with which Japan likes to pretend 
it treats the superpowers. 

At the same time, with the Soviets 
complaining about Mikhail Gorbachov's 
portrait appearing on a Japanese poster 
demanding the return of the "northern 
territories," and with the Soviet foreign 


JAPANESE - 


THREE WEEKS LATER 


minister still unwilling to commit him- 
self to a visit, one can hardly tip the 
scales the other way. 4. 
That leaves four, of whom two — 
the Chinese and the Malaysian — are 
hysically indistinguishable from their 
apanese audience, thus . seriously 
mitigating the degree of amusement 
that stems from hearing Japanese flow 
out of their mouths. Two remain: the 
English student and the Turkish house- 
wife — a toss-up, until one remembers 
that earlier this year a Turkish. ex- 
change student complained to the, Ja- 
panese authorities about brothels and 
massage parlours being known cojlec- 
tively as Toruko, the Same as the Japan- 
ese name for his country, The authorities 
were suitably apologetic and brothel- 
owners huddled to choose a new name. 
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The odds are solidly on the Turk, 
particularly since, being married to a Ja- 

anese, she is the only contestant with a 

apanese name, and while other 
speakers may, in the words of the pro- 
gramme, "contribute to the betterment 
of mutual understanding and goodwill 
between the peoples of Japan and other 
countries," this housewife actually has it 
in her power to contribute to the indi- 
genous population. 

When the speeches begin, it quickly 
becomes clear that the standetd is ex- 
tremely high. (Murakami, in his sum- 
ming up, suggests that the language 
level "has not much changed," but it 
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must be the absence of submachine guns 
that is causing him some confusion.) All 
of the contestants do indeed speak al- 
most exclusively about Japan. The 
American guide tells us how much he 
has learned here: “They have dreams like 
us; they love like us; they are, in fact, 
human beings.” The Russian man, in 
the contest’s most studied demonstra- 
tion of a sense of humour, compares 
funny stories from Kyoto and Bulgaria, 
where it seems they have funny stories. 

The New Zealander says he is sick 
and tired of being taken for an Ameri- 
can, and thereby draws the largest laugh 
of the afternoon, confirming that the Ja- 
panese are mainly amused by what they 
have heard a million times before. The 
Irishman speaks passionately about his 
visit to Sanya, a Tokyo dosshouse area 
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outs, newly released convicts and 
chronically unemployed. He tells of 
their smell and their sad, grimy faces. 
He does not win a prize. 

The Turkish housewife is compara- 
tively unimpressive. She is the least 
polished and visibly the most nervous of 
the 15 contestants, and the language she 
uses IS ed less complex in its 
structure and lexis than that of many of 
the others. She asks, “What is an inter- 
national person?” and suggests that the 
Japanese can be truly international by 
striving harder to be truly Japanese. She 
also informs us that, though her country 
is officially Islamic, we can drink beer 
there if we ever go. 

Fifth prize goes to the Brazilian, Jef- 
ferson J. Teixeira, whose name, when 
he comes to present him with his prize, 
the chairman of the Board of Trustees 
of the International Education Centre 
discovers he cannot pronounce. Fourth 
pee goes to the English student, who 

as spoken about the true meaning of 
politeness and has found an old lady in 
Kyushu who she believes perfect- 
ly exemplifies it. “You came fourth! 
Your understand?" chortles the chair- 
man of the board, while the perfect- 
ly fluent Englishwoman creases up in 
giggles. 

Third prize goes to the Indian dip- 
lomat, whose stories of his "war" with 
the Japanese language won the longest 
and loudest applause, and who, in the 
view of this dispassionate observer, is by 
any sensible criteria the out-and-out 
winner. Second prize goes to the man 
from Hongkong, who has given a scho- 
larly talk, replete with the findings of a 
questionnaire, about the meaning of 
"necessary evil" in Japanese society. 


A! of the winning contestants are 
presented with transistor radios 

and cassette recorders as well as their 

certificates and trophies, and the 
chairman of the board makes a solemn 
and illuminating speech. “Without con- 
testants," he says, "there wouldn't be a 
contest. Without judges," he continues, 
"we wouldn't know who had won. And 
without an audience, there wouldn't be 
any point, would there?" 

Indeed there wouldn't. One leaves 
the hall feeling that the national passion 
for philosophising about race has had a 
solid four-hour airing; that, seats having 
been free, the entertainment was un- 
usually good value; that somehow, 
while “contributing to the betterment of 
mutual understanding," the sponsors 
have demonstrated once again that the 
best way of achieving such understand- 
ing is by belabouring as many supposed 
differences between Japan and the rest 
of the world as possible, and that the 
brothel and massage-parlour owners 
have at last received their proper quit- 
tance. 

The winner was the Turkish house- 
wife. o 
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shuffled for 
film villains 


J apanese films in which foreigners 

appear are usually set during World 
War II or the period of American Occu- | 
pation, so the foreigners who appear in | 
them do predictable things: they Kill, | 
rape, beat up, maim and otherwise tor- _ 
ment helpless Japanese people. They do | 
these things without any hint of consci- - 





ence or compassion, partly because con- | 


science and compassion are regarded in 
the Japanese popular entertainments 



















industry as virtues peculiar to Japan, | 


and partly because the foreigners who - 
appear in these films are not portrayed | 
by professional actors but, invariably, — 
by Gls, English teachers and resident — 
businessmen earning a bit of extra poc- — 
ket money. A 

Since these people have no experi- | 
ence portraying anything at all in front 
of a camera — let alone such complex — 
qualities as conscience and compassion — 
— they tend, in comparison with the 
professional Japanese performers, to 
appear inept, blundering and mechani- - 


cal — an appearance which some film- | 


makers have not been slow to exploit. — : 
One serious problem for the exploit- — 
ers, however, has been the limitations - 
of history. In earlier periods there were 
fewer foreigners in residence here, and | 
those who were — such as St Francis 
Xavier — are believed to have been less | 





enthusiastically devoted to murder, | 


rape, maiming and so on than those who 
succeeded them. In films set in our own — 
time, producers and directors have been 
generally more circumspect. After all, it | 
is one thing to show war-hardened 
marines pg Rega ot a Japanese teen- — 
ager, and quite another to show, say, a 
congressional trade delegation doing © 
the same thing. a 
Happily, though, as two recent film 
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| 
| 
have demonstrated, the limitations of — 
history are no longer an obstacle since | 












the Japanese past has shown itself 
amenable to a little judicious squeezing 
and shuffling. School textbooks were 


comes the popular cinema. ! 

Swashbuckling adventures set dur- 
ing the middle of the Edo period (1603- _ 
1868) have long been a staple of the en- 
tertainments industry here and have de- 
pended for their popularity on the por- 
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the pioneers in this regard, and now | 




















trayal of this period (which, in reality, | 


comprised a quarter of a millenium of | 


rigidly prosecuted martial law) as a- | 
merry cross between Camelot and Tiger | f 
. 


Balm Gardens. 
period, Japan was closed to all meaning- 
ful foreign contact, the rapes, maimings 
and so on that took place in it have per- 
force been depicted as domestic. 

But producers have now hit upon the 
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| wielding heroes a century or so and 
| moving the entire dramatic framework 
| forward to the last two decades of Edo, 
the 1850s and 1860s. By doing this, they 
| obtain access (credible within the con- 
text of these incredible entertainments) 
| to the small pioneering band of Ameri- 
| cans and Europeans then beginning to 
| take up residence in the recently estab- 
lished foreign concessions. 
| Poetic licence does the rest (the 
| shuffling of history permits, for exam- 
| ple, the introduction of an unconscion- 
| able number of crop-headed marine- 

like blacks with names such as Mike and 
| Dave and Ted), and the results have 
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66 port Meo Literature” has become 
AR something of an industry in the 
. West. This is hardly surprising. There 
has been an explosion of literary activity 
of one sort or another inside China dur- 
| ing the past seven years and there is an 
| insatiable greed for any available insight 
| into the Great Within on the part of in- 
- tellectuals, travellers and armchair voy- 
| eurs. Both the raw material and the 
| market therefore should exist for this 
| new commodity. And yet more often 
| than not readers, when they do finally 
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work their way through a new short 
_ story from China, are left with a strange 

| sense of anticlimax. 
| The fault for this must lie to a certain 
| extent with the quality of the originals, 
and the fact that they are tailor-made 
(and more often than not shoddily so) 
| for a particular audience reading in a 
.| particular context. It also lies partly 
with the translators, who are usually too 
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on nationwide release this year in 
the : 1a e o "Nez mi Kozo Kail D le 
(The Legend of Mouseboy, the Mysteri- 
ous Thief) and Buraun- Kan no Kaibut- 
sutachi (The Monsters in the House of 
Mr Brown). 

These films have so much in common 
that it would be idle to regale the reader 
with their separate plots. In each, a 
huge, richly appointed mansion in one 
of the foreign concessions (Shinagawa 
in one case, Kobe in the other) is oc- 
cupied by a fat, gluttonous foreigner 
and his private army of well-armed 
foreign bodyguards. The occupiers are 
not only fat and gluttonous, but criminal 
and lecherous as well. In one case, they 
































the pen 


| Blooming and Contending: Chinese Literature in the Post-Mao Era edited by 
. Michael S. Duke. Indiana University Press. No price given. 


| J fter Mao: Chinese Literature and Society 1978-1981 edited by Jeffrey C. 
. Kinkley. Harvard University Press. No price given. 


lazy to do more than provide a lame 
trot, intelligible to the China-watcher, 
unreadable to the layman. 

But more than anything else, the 
sheer volume of gross literary product in 
China makes the task of editor, trans- 
lator and publisher a daunting one. It is 
no good relying on the Peking or Shang- 
hai literary establishments to do the ini- 
tial screening. Some of the best-written 
and most interesting material emerges 
on the margins of political acceptability, 
and is therefore deliberately blocked 
and neutralised at the centre. 

There have always been two ways of 
bypassing this "cordon litteraire." The 
first is provided by the foreign students, 
teachers and "experts" in China. An 
outstanding example is Bei Dao's ac- 
complished and indefatigable trans- 
lator, Bonnie McDougall. The second 
channel is Hongkong. Such writers as Bi 
Hua, who regularly contributes to two 
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force them to do perverse things, such 
as have sex with persons of a different 
race. 





|" both films the foreignness of the 
villains is carefully emphasised: in 
Nezumi Kozo Kaitoden, for example, 
several have been supplied by the make- 
up department with four-inch papier- 
mache noses, while in Buraun-kan no 
Kaibutsutachi the bodyguards, called 
Mike and Dave and Ted, wear turtle- 
necked sweaters and ride about on 
penny-farthing bicycles armed with 
gatling guns and repeating rifles. And in 
both films the gluttonous, fat, criminal 








Examples of contemporary Chinese art. 


Hongkong magazines, The Nineties and 
Zhengming, have been performing an 
invaluable service of this kind for years, 
by reading voraciously, delving into all 
the nooks and crannies where the latest 
weeds are flourishing, and purveying 
the results to their readers. 

Now we have two new books that 
provide the basis for a more informed 
Western perception of the current 
Chinese literary scene. Prof. Duke's 
book is a single-handed Cook's Tour. 
Of seven chapters, three (the best) are 
devoted to individual authors: Liu Bin- 
yan, the practitioner of "fictionalised 
reportage," willing to "risk much in 
order to promote his ideal of Marxism 
with a human face and to contend 
against the opposition of Maoist and 
feudalistic 'demons';" Bai Hua, author 
of the controversial screenplay Bitter 
Love, and the female novelist from 
Shanghai, Dai Houying, whose work 
has been attacked for its attempt to in- 
tegrate Marxism and humanism. 

The other chapters provide back- 
ground analyses, and sketches of a host 
of lesser-known writers and their works. 
The book is clearly the product of a live- 
ly and committed scholar. : 

There are many insights for which 
the reader will be grateful — or should I 
say "greatful." Unfortunately he will 
first have to battle his way through what 
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foreigners receive their well-deserved 
come-uppance at the hands of a band of 
nimble, swashbuckling Japanese heroes 


who attack their fortress-like mansion 





Jose links with modern writers. 





and, despite being desperately outnum- 
bered, defeat them by means of such 
traditional Japanese contrivances as 
hang-gliders, thorns in the arteries, and 
custard pies in the red, squawking 
face, 

There is little need to belabour the 
historical and cultural resonances of 
these two films: the small band of Ja- 
panese stalwarts winning out in the end 
against the worst an uncompassionate 
world can throw at them; the sword 
(and, by implication, its spiritual pedig- 





must be one of the worst-edited books 
of this century. It is unclear who is to 
blame for the staggering number of mis- 
prints. I estimate an average of three to 
the page. Sometimes whole lines or half 
lines are duplicated by mistake. The au- 
thor informs us in his prefatory acknow- 
ledgments that the book was prepared 
with a programme entitled Textform. 
He then proceeds, in the space of seven 
lines, to mispell “grateful” as “greatful” 
not once, but twice. And this is one of 
the lesser examples. 

Perhaps we can blame it all on the 
computer. Perhaps Indiana University 
Press was simply in too much of a hurry 
to publish. The book claims to cover the 
period up to autumn 1984. But it does 
summary justice to the past year or two, 
mentioning only briefly the Spiritual 
Pollution episode of 1983-84 and the 
profound implications it had for China's 
writers. The publishers of the other 
post-Mao survey to have come out re- 


cently — Harvard University Press — 
were clearly not in any such hurry. 
This volume,. edited by Prof. 


Kinkley, is a selection of seven papers 
delivered at a conference on Contempo- 
rary Chinese Literature held at St 
Johp's University in New York in May 
1982. It is therefore three years "out of 
date." But (quite apart from the quality 
of the editing. which is impeccable) this 
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ree) triumphing over cowardly Western 
firearms — an image which crops up in 
reverse in more serious Japanese films, 
such as Kobayashi’s Seppuku and 
Kurosawa's Kagemusha. Indeed, so 
much mightier does the sword prove 
than the penny-farthing that one leaves 
the cinema firmly persuaded that mod- 
ernisation was a serious tactical error. 
And there are implications for our own 
time to ponder, too; such as why Gls, 
English teachers and resident business- 
men do not improve their skills at pin- 
ball or some other potential source of 
pocket money. 
In the souvenir programmes accom- 
panying both films, pains are taken to 





is the best-informed and best-written 
book this reviewer has read on this sub- 


ject. The reader wanting broad 
background information on the 
mainstream would do well to read 


Duke's book (could it not be carefully 
revised for a paperback edition?). For a 
more detailed and critically balanced 
understanding of certain key areas, he 
should turn to Kinkley's. 


he two most enjoyable chapters 

were those on science fiction and 
crime fiction. Neither genre has been 
explored properly before, yet they are 
clearly worth serious attention, not for 
literary excellence, but for insights into 
the workings of the contemporary 
Chinese mind. Rudolph Wagner de- 
scribes, in a devastatingly dry manner, 
the limitations of Chinese sci-fi. 

This reviewer particularly liked the 
sound of Ye Yonglie's The Man Who 
Flies to Pluto, in which *a Tibetan serf 
who has lain frozen for 50 years in à 
mountain snowdrift is revived. Origi- 
nally he had sought refuge from his per- 
secutors on a mountain because he be- 
lieved this to be the seat of a goddess 
who would let him fly to the heavenly 
paradise. Waking up in socialist Lhasa, 
and walking Recah a fully automated 
supermarket, he cannot help but be- 
lieve that he really is in heaven . . .” 





ensure us that no unseemly purpose lies 
behind them. The director or Nezumi 
Kozo Kaitoden informs us, for example, 
that his film is intended only as a 
parodeii (parody) though he omits to 
tell us what it is a parody of; and the pro- 
gramme for Buraun-kan no Kaibut- 
sutachi stresses that it is an example of 
niyuu jidai-geki (new-style historical 
dramas) aimed mainly at the yangu 
(young). But there seems little need for 
these apologia, since no one in his right 
mind could conceivably take either film, 
or its version of history, to heart. Like 
the school textbooks that preceded 
them, they are merely entertaining fic- 
tion. — Alan Booth 





Wagner concludes his chapter with à 
description of a unique piece of "near- 
future social-science fiction," Su Ming's 
story A Tragedy that May Yet Happen in 
the Year 2000. This imagines the re- 
habilitation of the Gang of Four, and fo- 
cuses on "the consequences of rapid 
technological development unaccom- 
panied by democratic changes.” This 
experiment in using the genre to pose 
basic questions about the structure of 
Chinese society appeared in 1979 in the 
unofficial periodical Peking Spring. 

Kinkley's own chapter on crime fic- 
tion also makes fascinating reading. 
Again he identifies the limitations 
within which this genre was able to 
emerge during the years 1979-82, add- 
ing in a postscript that since 1982 it has 
nearly withered away again. "By tracing 
all criminality to revisionist Lin Biao 
types (as to Sicilian Godfathers), the 
theme of gangster conspiracy tends to 
exculpate ‘actual Chinese society.’ 

"Particularly remarkable are stories 
critical of Chinese penology, which ac- 
knowledge that prisoners have mental 
lives of their own, perhaps something of 
a counterculture, and depict the 
frighteningly totalitarian surveillance of 
criminals even after they are safely 
locked up." It is interesting to note, in 
passing, that the groundwork for 
Kinkley's excellent chapter was done in 
Hongkong by Cen Ying, who put to- 
gether the two anthologies of mainland 
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"detective stories" and "crime stories." 


From the literary point of view, the 
three most interesting chapters in 
Kinkley's book are those by Leo Lee, 
William Tay and the brothers Pan Yuan 
and Pan Jie. The Pans and Tay give, be- 
tween them, an informal insider's ac- 
count and a more formal and critical 
outsiders’ analysis of what is the most 
exciting new development in recent 
Chinese literature, the fiction and 
poetry created by the group connected 
with the unofficial magazine Today. It is 
heartening to see the American 
academic establishment at last acknow- 
ledging the importance of these writers. 

Lee's piece contains an acute discus- 
sion of Wang Meng's fiction, whose 
modernistic technique "serves an in- 
creasingly conformist outlook . . . and is 
an ironic comment on his very inability 
to confront the darker side of genuine 
reality and to probe the inner sources of 
this ‘heart of darkness’ in the Chinese 
national character.” Lee comments as- 
tutely that the older writers, such as 
Wang, have been “co-opted by the new 
political leadership with the security of 


ANTHROPOLOGY 


Astride the Khyber 


Guardians of the Khyber Pass: The Social Organisation and 
History of the Afridis of Pakistan by David M. 


Books, Lahore, 1985. Rs 150 (US$15). 


nthropological studies of the Pathan 

tribes in Afghanistan and Pakis- 
tan’s North-West Frontier Province 
(NWFP) are now a flourishing academic 
business. The attraction for some West- 
ern anthropologists must still be the his- 
torical romance of the Pathans, and the 
topicality of studying a tribal society at 
war with a superpower. For others it is 
the lure of instant fame and even 
fortune, especially for American 
academics, who, having studied one as- 
pect of this part of the world become in- 
stant “Afghan experts,” and can have 
their work cut out on the US lecture cir- 
cuit or advising senators. 

David Hart is clearly of another 
breed: an American who studied at 
Princeton University, who then seemed 
to have opted out of the push and pull of 
academia. He settled in Spain and has 
studied, in great depth, the tribes of 
Morocco. This short but highly readable 
book is his first dip into the Asian caul- 
dron of tribal societies and he has cho- 
sen the Afridis to draw parallels be- 
tween them and the tribal structures of 
the Berbers. 

Hart begins with a controversial as- 
sertion that the Pathan tribes with their 
“lack of socio-cultural synthesis with the 
Indian Subcontinent" must be placed in 
a Muslim Middle Eastern framework. 
Afghanistan and northwestern Pakis- 
tan are Middle Eastern and not South 
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bd 
are losing their critical intelligence.” 
The writers of the Today group “wish to 
go more deeply into the inner self to re- 
discover a more authentic humanity of 
which they have been deprived.” 


Me admits that the younger writers 
"simply do not write as well as the old- 
er, more experienced writers," whereas 
the more established writers “have be- 
come basically conformist, despite their 
relative maturity in literary technique." 
There is one figure, unmentioned in 
both these books, whose recent literary 
achievement combines the maturity and 
craftsmanship of age with a relentlessly 
applied critical intelligence: the poet 
Mu Dan (pen-name for Zha 
Liangzheng, one of the brothers of 
Louis Cha, the Hongkong newspaper 
owner and author of kungfu novels). 
Mu Dan first attracted attention in 
the 1940s as one of the Nine Leaves, a 
loosely associated group of young mod- 
ernist poets. After 1949 he channelled 
his energies from creative writing into 
literary translation (Byron, Pushkin, 





art. Vanguard 


Asian. The political im- 
plications of this for the 
Pathans in Pakistan's 
political life are im- 
mense. 

The Afridis inhabit 
what must be one of the 
most famous mountain 
passes in the world — 
the Khyber Pass linking 
Kabul with Peshawar, 
across which Pakistani 
and Soviet troops now glare at each 
other. The Afridis dominate the gun- 
making and gun-running business in 
Darra in the Kohat Pass where one 
branch of Afridis also live. These gun 
factories, which turn out exact copies of 
most single-shot modern firearms began 
around 1890 during the British colonial 
period and now they feed the Afghan 
mujahideen. 

Hart describes the Afridi tribal struc- 
ture and the role of the maliks or clan 
chiefs who began to receive cash grants 
from the British to keep the peace and 
still receive them from the Pakistan 
Government. The Afridis are also par- 
ticularly business minded. They now 
dominate the transportation business 
throughout Pakistan and own at least 
half the buildings in Peshawar. A travel- 
ler to any of Pakistan’s major cities will 
invariably be driven round in a Pathan- 
owned taxi and the odds are that the 
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Keats, Shelley, Eliot), as did so many of 
his contemporaries in China (and of 
course in the Soviet Union — in fact, the 
parallel between Mu Dan and Paster- 
nak is a fascinating one). From the late 
1950s until the mid-1970s he was label- 
led a “rightist,” demoted to clerical 
duties in the library of his university and 
subjected to humiliation and persecu- 
tion. When the more liberal policies of 
Deng Xiaoping once more prevailed he 
was already a physically broken man, 
and he died in 1977 — leaving behind 
him, however, a series of late poems, 
several of which were posthumously 
published in his home city Tianjin. 
They reveal a still sensitive if 
weatherbeaten poetic soul, deeply con- 
cerned with the same technical and 
spiritual issues as the younger genera- 
tion of Today writers, but achieving a 
far greater degree of artistic and 
philosophical restraint. It can only be a 
matter of time before Mu Dan too is re- 
discovered and seen as one of the few 
links between the new generation of ex- 
perimenters and the generation of the 
1940s. — John Minford 


Pathan will be an Afri- 
di. 

Hart's brief descrip- 
tion of Afridi history 
spreads into a history 
of the tribal belt. The 
Afridis put up a fierce 
resistance to the Bri- 
tish. Between 1849 and 
1898 there were eight 
British Army expedi- 
tions against them 
which resulted in 1,287 
British casualties. It 
was not surprising that 
the British had more 
troops and spent more 
military-related money 
on this border than 
anywhere else in In- 
dia. He traces the 
Afridi involvement in the wider politics 
of the Islamic world in the early 20th 
century: their role in the pro-Congress 
Red Shirt movement against the British 
and their crucial “jihad” into Kashmir 
in 1947 when tribal /ashkar or war par- 
ties captured one-third of the disputed 
territory of Kashmir before a massive 
deployment of Indian troops held the 
line. Hart's assertion, however, that 
this invasion was not at the behest or 
connivance of the newly formed Pakis- 
tan Government but a spontaneous 
move, belies the facts. 

This is neither a large nor a great 
book, but it is a good book, lovingly 
conceived and simply written for the ex- 
pert and the layman. Hart's own highly 
self-effacing style is a rare gem among 
modern academics, many of whom want 
to tell the reader as much about their 
suppose intellectual clout as about the 
subject at hand. — Jamal Rasheed 
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Arita ware, late 17th century Japan. Deep bowl with lid. 
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The art of personal investment management. 


How Irving Trust meets the special 
needs of individuals who command 
significant wealth. 


Our purpose is to help our clients preserve, use and enhance 
their wealth. Discreetly and effectively. 

To achieve this goal, we bring the resources of a major interna- 
tional bank, which has managed money for more than 130 years. 
We also bring a commitment to pracucing the art of personal 
investment management, as well as the science. We orchestrate a 
wide range of products and services to meet the individual needs 
of each client. In investment management, personal banking and 
fiduciary services. 

For your convenience, we have offices in Hong Kong, Mel- 
bourne, Singapore, Taipei, Tokyo, London and New York. 
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(Qantas. 
ThePioneers of 
Business Class. 


Australia has pioneered two great firsts in the history of flight. 
That strange device, the boomerang. And the world's only airline to 
specialise in long distance flight . . . Qantas. 

Qantas flies its passengers longer distances than any other 
airline. And it's because we understand so well the needs of the 
long haul traveller, that we developed several new ways of 
making the trip seem shorter. m 

We were the first international airline to 
introduce Business Class — so we've had the most 
time to make the most advances in this area. 
And we're still making them. For example, the 
comfortable, built-in legrests fitted on our 
Business Class Chairs — another way that 
Qantas still leads the way. d 

Qantas Business Class also e PR 
offers a selection of fine wines and ~ 
champagne to accompany a choice 
of haute cuisine, impeccably served on 
bone china. Other privileges of the Class are fast, separate Check-In, 
Priority Baggage Handling and, when available, use of the Captain's 
Club Lounge — all designed to get your trip off to a smooth, relaxed 
start before you even board the aircraft. 

So when you're flying long distance, fly the long distance 
specialist . . . Qantas. Once you've experienced 
our Business Class, like the boomerang, you'll t. QANTAS 
keep coming hack to us. First in Business Class 





























zHennessy 


XO 


edet, Ramada 
oteLoingapore, 
makes its grand debut. ~ 





dall the bouquets 
go to our guests. 


The all-new Tai-Pan Ramada Hotel is now 
open in the heart of Singapore. All our new 
Debut O rooms and suites have been lavishly equipped 
40% discount ON with the latest in luxury, including rosewood 
Also, your spouse and furniture. And access to rooms is by personal 
—* seyda security card, rather than by key. 

Restaurants serving Thai, Chinese and 
international cuisine, plus a 24-hour Coffee 
Shop, make up the dining scene. 

For recreation there’s a fitness centre with 
sauna, a swimming pool with cafe, plus a disco- 
theque and bar. And for the business traveller, 
we have a Business Centre with full facilities. 


Come to our debut. And return for an 
encore as a regular guest. 






40% ^ 
Grand ` 
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COMPUTERS AND COMMUNICATIONS 


TECHNOLOGY 


How NEC helps curb rising costs 








At NEG, we bave general purpose 
always believed that auto | computers and ASTRA 
































business computers 
as it does to our 

i personal computers. 
Ihe NEC tele- 
m d conference 
system takes our 
Philosophy yet 
another step. 
Combining a variety 
of data processing 
systems with 
communi 
cations Systems, 
it can save 
businesses 
millions of dollars 
annually — and 
business people 
thousands of hours 
of needless travel. 
These are only 
a few of over 
15,000 different 
industrial, 


mation effectively 
raises productivity 
and lowers business 
COSÍS. - 
Through “CEC, i 
our unique integrated 
computer and com 
munications technology, 
we're proving this to ! 
be true. IN 
Ihe NEC digital EPBX system 
based on 80 years of know- 
how in tbe telecommuni 
cations field, illustrates 
this cost-cutting 
potential Utilizing 
the latest fiber 
optics transmission 
techniques, it lets 
you link voice and 
data systems into 
a single cost-effec- 
tive communications 
network 
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accessible business and bome 
to all electronics products 
Computers manujactured by NEC: 


incorporating 
OUr OUL'H 

advanced 
semiconduc-} 


They spearhead our 
drive to boost 
productivity and 
curb costs by way 





tors plug of CeC —a 
nicely into this concern shared 
network, by our customers 


in over 140 
countries. 


trimming 
profit-eating 
expenditures 
all along the 
way. This applies 

as much to our large 
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China's development showpiece is more show than substance 





By Louise do Rosario in Shenzhen 
Fe places in China have seen more 

sudden changes during the past 12 
months than Shenzhen, China's largest 
special economic zone (SEZ), border- 
ing Hongkong. Hailed earlier as the 
model of what other Chinese cities 
should do to attract foreign investment, 
Shenzhen is now being denounced as an 
example of what not to do. Despite a 
change in leadership, a much-reduced 
budget and an unbearable loss of face, 
the dust in Shenzhen is unlikely to settle 
for some time. 

Praised for its rapid transformation 
in the years since 1978 from a fishing vil- 
lage to a modern city of 400,000, Shen- 
zhen's luck began to run out late last 
year when rampant foreign-exchange 
speculation and illegal trading caused 
the central government to take a hard 
look at the place. The scrutiny, proba- 
bly the strictest trained on Shenzhen in 
years, exploded the myth that Shen- 
zhen, with its preferential tax rates and 
other incentives, has been successful in 
attracting and making good use of 
foreign capital and technology. 

In this seemingly bustling town, on 
which China has spent more than US$1 
billion to make an attractive haven for 
foreign investors, hundreds of Chinese 
enterprises have been busily engaged 
among themselves in profitable dealings 
— legal or illegal. Very little of 
their operations have involved 
new investment or know-how. Nei 
lian — the practice of linking with 
other Chinese enterprises in the 
hinterland — has become the real 
business of Shenzhen. (One source 
close to the Chinese authorities es- 
timates that at a peak period late in 
1984, some 80,000 mainland visit- 
ors, equal to about a fifth of Shen- 
zhen's population, were in the city 
on any one day — to deal in the 
large foreign-exchange black mar- 
ket and buy consumer goods which 
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Into the red zone 


are scarce elsewhere in the country.) 

Shenzhen officials now hope that the 
large government investment will start 
paying off when the infrastructure is 
more complete — and more attractive 
to foreign firms. Although Shenzhen 
claims to have attracted US$2.4 billion 
in foreign investment between 1979 and 
March 1985, the figure probably in- 
cludes a planned HKS3$3.2 billion 
(US$410 million) coal-fired power sta- 
tion and a HK$2.8 billion superhighway 
linking Shenzhen with Hongkong and 
Canton. Direct foreign investment so 
far has amounted to no more than 
US$840 million. 

Typically, a Chinese enterprise will 
set up an agent in Shenzhen. It will ar- 
range to sell its products — often at 
greatly reduced prices — to foreign 
traders seeking bargains. With the 
foreign exchange the enterprise earns, it 
will buy consumer goods for its local 
market. Said Tsui Sze-man, a Hongkong 
delegate to the Chinese People's Politi- 
cal Consultative Conference: “As the 
local authorities turned an increasingly 
blind eye to these activities, we even 
saw officials from remote areas such as 
Xinjiang and Inner Mongolia carrying 
bags of renminbi to Shenzhen to convert 
to foreign exchange to buy up the 
goodies they came all the way to get." 
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Such dealings — when translated 
into Shenzhen's economic statistics — 
meant an extraordinarily high volume 
of retail sales, but little genuine indus- 
trial production and large trade deficits. 
It has also aggravated the already-over- 
stretched demand for offices and houses 
to accommodate the visitors; a Shen- 
zhen official recently said there were 
some 150,000 workers engaged in vari- 
ous construction projects. 


Q n 29 June, the Xinhua newsagency 
carried Chinese leader Deng Xiao- 
ing's much-publicised comment that 
shenzhen is just “an experiment" 
(REVIEW, 18 July). A week later, Shen- 
zhen Mayor Liang Xiang sought to re- 
fute these criticisms in comments to à 
group of Hongkong businessmen. Since 
then, more Shenzhen officials have 
gone on the defensive, quoting figures 
to counter criticisms that the zone was 
an "inward-looking" economy — that 
is, relying on Peking to support its deve- 
lopment and earning money from other 
Chinese enterprises, rather than from 
foreign firms as planned. These rebut- 
tals have been widely publicised in the 
official media, alongside other high- 
level assurances that Shenzhen will re- 
main open to foreign investment. 

But no amount of words were able to 
save Liang — who was named last 
year by the Chinese media as one 
of the nation's top 10 newsmakers 
— from being made a scapegoat. 
He was replaced in August by Li 
Hao, formerly a deputy secretary 
of the State Council who worked 
closely with State Councillor Gu 
Mu. 

Observers note that the arrival 
of Li, with his new “cabinet” to fol- 
low soon, signals stronger central- 
government control over Shen- 
zhen. Li and other newly arrived 
high-level officials such as Vice- 
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. Mayor Wu Xiaolan (the wife of Ye | activity, Liu concluded that 
T . Xuanping, the new governor of strive to be an “out- 
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Guangdong province) came straight 


_| from Peking with experience in econo- 


mic affairs. This was in sharp contrast to 
provincial administrators such as Liang, 


. a career party official. 


Among other problems, Li will have 
to tackle corruption and frauds now 
being reported with increasing fre- 
quency. Three business frauds involving 


. US$3 million reported in the Chinese 


media on 8 September are the latest in a 


spate of similar reports highlighting 


malpractices such as smuggling, fraudu- 
lent shipments, bribery and embezzle- 


ward-looking" economy. 

That means 70% of its industrial pro- 
duction should be for export, 50-60% of 
its capital for development should come 
from foreign investment and there 
should be no balance-of-payments de- 
ficit, Liu said. Several other official 
media reports have taken the same 
tone, indicating that some sort of con- 
sensus may have been reached. 


O ne source suggests that it will take a 
few more months before the deci- 
sions are translated into action. A po- 


It is widely accepted that relatives of 
top Peking officials and retired cadres. 
with influential connections have set up 
shop in Shenzhen. Any sudden restric-. 
tion on the lucrative trade in imported 
consumer and other goods — in which 
almost every province has a stake — will 
meet great resistance. Peking also does 
not want to see Shenzhen run into à 
rapid depression by imposing a blanket 
ban on trading activities. As a Renmin 
Ribao article on 12 August admitted, 
the zone's prosperity is now dependent 
on trade and real estate. Any future re- 


i ment. Shenzhen officials have express- | tent weapon to reduce the proliferation | medial measures will certainly aim tọ 
| ed interest in setting up an anti-corrup- | of undesired trading is the sealing of the | redress thé “unbalanced” relationship 
| tion body such as Hongkong's Indepen- | so-called second border between Shen- | between the major components making 


dent Commission Against Corruption. 
As for Shenzhen's future, a 9 August 
detailed analysis in the Renmin Ribao 
sheds some light. The writer, Liu 
Guoguang, is the respected director of 
the Academy of Social Sciences of 
China; he was assigned to conduct an in- 
tensive investigation in Shenzhen early 
this year. Quashing suggestions that 
Shenzhen can continue to concentrate 
on “opening up" to the rest of the main- 


- Jand and that trade can remain its do- 
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zhen and the rest of China. A barbed- 
wire fence was completed some months 
back and a guardforce for it is also 
ready. 

In making any major changes, Li will 
have to move cautiously. Unlike the 
Hainan Island scandal (REVIEW, 22 
Aug.) where activities such as specula- 
tive trading in motor vehicles were 
clearly illegal, the problems surround- 
ing Shenzhen are more complex and af- 
fect the interests of a wide group of 


The price is wrong 


Steep tax rates in Japan hit foreign executives 


By Richard Hanson in Tokyo 

oreign executives, bankers and 

brokers assigned to Tokyo are 
shocked by Japan's punitively large in- 
come-tax bite. A growing number of 
foreign businessmen now view the tax 
system as a serious barrier to doing busi- 
ness in Japan — and the numbers show 
why. Japan's maximum rate for national 
taxes is 70%, compared with 60% in 
Britain and 50% in the US, That is be- 
fore paying local taxes, which can take 
an additional 18% slice of the Tokyo re- 
sident's income. 

But more than the maximum rate 
(reached at ¥80 million or US$336,000 
a year), what vexes taxpayers, Japanese 
and expatriate alike, is thát tax rates 
begin to take large bites at levels which 
by multinational pay standards are 
modest. Anyone with a salary plus 
benefits of ¥8 million a year pays 30%- 
plus of that in national taxes, vs 2576 in 
the US. National tax rates shoot up to 
40% at ¥12 million, and 50% at the ¥20 
million level. British tax men get tough 

uicker, but Americans do not reach 
the 50% bracket until they earn twice 
that much. “Japan is where Britain was 
10 years ago,” a British broker com- 
plains. | 

The taxpayers who suffer the most 
are Japanese salaried workers, and of 


course, the rich, who receive none of the 
benefits of an expatriate. That tends to 
encourage tax evasion, especially among 
such well-paid groups as doctors and 
dentists. (Conviction for tax evasion car- 
ries heavy fines and penalties, but no jail 
term.) Last year's top taxpayer, Mat- 
sushita Electric founder Konosuke 
Matsushita, commented that today's tax 
rates would have inspired insurrection in 
Japan’s feudal times. 

What makes the situation compli- 
cated for foreigners is that most big 
companies, especially those from the 
US, try to compensate expatriate em- 
pe for Japanese taxes. However, 
such solutions can end up as part of the 
problem. 

A typical large US company will pay 
the tax bill (or at least the margin over 
what the US tax bill would have been) 
for top executives to guarantee a certain 
base income. Japan's tax authorities 
have been lenient with such perks as ex- 
pensive company-subsidised housing. 
The expatriate can take advantage of a 
tax ruling which allows companies to 
pay 90% of the rent for an apartment. 
Western-style apartments can cost from 
¥ 300,000 to ¥2 million a month. 

The authorities have allowed some 
relief in payments for the cost of educat- 





Matsushita: top taxpayer. 


up the Shenzhen economy. | 
Retail sales, property development 
and infrastructure development have 
overshadowed the chief objective Shen- 
zhen set in 1978: to develop domestic in- 
dustries with foreign cooperation. What 
limited industrial activities exist. are 
generally simple processing operations 
and exports are relatively insignificant. 
And, as Renmin Ribao admitted, the 
zone's industrial productivity is 35% 
below the national average. | 


E 


ing foreign children. Companies can do- 
nate money to provide scholarships in 
international schools, though strictly 
speaking such contributions cannot be 
designated for individual students. 

e practice of a company paying. 
the tax bill outright can quickly escalate 
to unmanageable proportions: a tax 
compensation payment for the previous 
year's income is added to the following 
year’s income. The tax bracket jumps, 
and more tax compensation must be 
paid next year. One US accountin 
company estimates that within abou 
three years after an employee arrives in . 
Tokyo, a company is paying about as ' 
much in taxes as it pays in net salary. At 
higher salaries, the difference is strik- 
ing: to guarantee a top banker a net sal- 
ary of ¥20 million a year costs the com-- 
pany at least Y48 million. | 

From a tax point of view, the well-. 
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In the same article, the newspaper | 


pointed out that 70% of what Shenzhen 
produced last year was for the domestic 
market. The China News Service re- 
ported an even lower export ratio for 
the first half of this year, with exports 
amounting to Rmb 250 million 
(US$113.9 million), or about 20% of 
the total industrial output. One analyst 
pointed out that if poultry products and 
goods made elsewhere and exported 
after assembly are discounted, the final 
proportion for genuinely locally man- 
ufactured products is even smaller. One 
report said Peking has set a target for 
1988 that 60% of Shenzhen's industrial 
production should be for export. 

From the earliest days of Shenzhen 
as an SEZ, retail sales stole the show 
from industry — almost equalling the 
zone's total industrial and agricultural 
output in value in 1978. As its role as the 
nation's shopping centre became better 
known, sales volume exceeded the 
zone's total output, reaching Rmb 1.25 
billion in 1983 with factory and farm 
output lagging behind at Rmb 870 mil- 
lion. The national figures for 1984, in 
contrast, showed retail sales were equi- 
valent to only about a third of total out- 
put. The ratios for China's two most 


- 
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Ministry of Finance: asked to explain dilemma. 


paid expatriate's economic life in Japan 
ends after five years. Longer-serving 
executives were put in a much more pre- 
carious position recently when the au- 
thorities let it be known that one widely 
used scheme to lighten the tax load 
should be discontinued. That usually in- 
volved the company (or a bank) extend- 
ing loans to the employee, which could 
be repaid after leaving Japan with a 
"bonus" paid back at home. 


4 Ya: authorities, in response to a query 
about such practices from the Ja- 
panese subsidiary of a foreign company, 
responded by instructing companies 
doing so to change their practices to rec- 
ognise tax assistance (that will not be 
reimbursed by the individual) as in- 
come. Such developments have had à 
sobering effect on foreign executives. 
At least one senior American banker, 
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prosperous sities, Shanghai and Can- 


ton, are a sixth and a half, respectively. 

Real estate also enjoyed a boom. 
According to estimates by Thomas 
Chan of the University of Hongkong, 
Shenzhen's industrial output in 1983 
totalled Rmb 720 million, Rmb 600 mil- 
lion of which was associated with prop- 
erty development. (Shenzhen officials 
have so far avoided giving figures on 
property development.) 


s for infrastructure, there are ques- 

tions about the return on what has 
been a great expense. From 1978-84, ac- 
cording to Zou Erkang, secretary-gen- 
eral of the zone, Shenzhen spent Rmb 
3.5 billion on infrastructure. Total in- 
dustrial output for the same period was 
Rmb 2.8 billion. While it is obvious that 
Shenzhen requires enormous invest- 
ment for its development, the amount 
spent is still extraordinarily high when 
compared to the resulting output. 
Nationwide in 1984, total industrial out- 
put was Rmb 700 billion — against Rmb 
73.5 billion spent on capital construc- 
tion. For Shanghai and Canton, money 
spent for this purpose was equivalent 
only to 17% and 7%, respectively, of 
their industrial output. 





with long experience in Japan, is being 
recalled Gecxine it no longer was practi- 
cal to shoulder the tax burden of keep- 
ing him in Tokyo. 

The situation has become so serious 
in the eyes of some businessmen and 
bankers that informal approaches are 
being made to the Ministry of Finance 
(MoF) to explain the dilemma faced by 
expatriate taxpayers. A committee of 
the American Chamber of Commerce is 
debating what, if anything, to do about 
it. Grousing over taxes is not unique to 
Japan. And the plight of comfortably 
housed foreigners living in Tokyo nor- 
mally would attract little attention. In 
fact, many who are happy with the com- 
pensation schemes set up by their com- 
panies do not want to rock the boat. 

But some businessmen say that 
Japan's punishingly steep tax rates are 
beginning to raise serious, broader 


The lesson of the expense of infra- 
structure work has apparently not been 
lost on Chinese officials: the recent de- 
cision that development would concen- 
trate on only four of the 14 coastal cities 
opened up to foreign investment 
showed that economic planners are 
finding such development spending un- 
affordable. But there is still too much at 
stake, both politically and economi- 
cally, to allow the Shenzhen experiment 
to fail. One important reason for the 
zone's existence is as a tool to persuade 
Hongkong compatriots that dynamic 
and profitable business ventures are 
workable in China. 

“In mapping out strategic pam [for 
Shenzhen]," wrote Renmin Ribao on 12 
August, “we must take into account the 
important factor of resuming sovereign- 
ty over Hongkong by 1997. We must 
make every effort to minimise the gap in 
the entire social and economic develop- 
ment by the end of this century . . . 
Shenzhen should strive to reach the 
medium level and even surpass Hong- 
kong in some aspects of development." 
If the past six or seven years of experi- 
ence are anything to go by, that remains 
a very difficult target for Shenzhen to 
achieve. o 


questions about competition and mar- 
ket access as the pay scales and practices 
of multinational companies clash with 
Japanese practices. Will high taxes in- 
hibit Tokyo's development as an inter- 
national financial centre? High tax rates 
make it difficult to attract highly paid 
specialists to Tokyo. Foreign am in and 
securities companies find it difficult to 
attract experienced Japanese employ- 
ees: offering a higher salary, for exam- 
ple, means little increase in net income. 

Another matter, which could attract 
government-level concern, is whether 
high taxes in Japan — while other coun- 
tries, such as the US and Britain, are 
lowering maximum tax rates — present 
trade barriers to foreign companies try- 
ing to market goods in Japan. Japanese 
businessmen in the US, who far out- 
number Americans in Japan, operate at 
a comparative tax advantage. 

Chances of winning the sympathy of 
the tax authorities are slim. Foreigners 
are treated little differently from any- 
one else. Officials resent any suggestion 
that expatriates should be given special 
consideration, especially considering 
how the tax system developed. 

The current structure was estab- 
lished in 1947, during the post-war Oc- 
cupation. Initially, foreigners were 
exempt from Japanese tax. Later a cer- 
tain portion of their income was exemp- 
ted. The main benefit remaining for for- 
eigners is treatment during the first five 
years in Japan, when they have non-per- 
manent resident status. That makes it 
possible for a foreigner, to deduct in- 
come earned during portions of the year 
while outside Japan — a significant 






benefit for someone whose work in- 
volves a great deal of travel. 

Some tax lawyers are trying to come 
up with compensation packages which 
involve loans that may be acceptable to 
the authorities. One increasingly popu- 
lar method is to pay expatriate salaries 
outside Japan. International accounting 
firm Coopers and Lybrand calls this the 
"net offshore basis" and has recom- 
mended it to a number of foreign brok- 
ers who are expanding expatriate staff 
rapidly. By paying outside the country, 
the company improves cash flow. 
Rather than having to pay both the tax 
and the income each month in Japan, it 
pays only the net income and then com- 
pensates for tax the following March 
when Japanese taxes are due. Coopers 
and Lybrand figures that the employee 
saves during the first three or four years 
in Japan, making use of the estimated 
tax payment system (based on the previ- 
ous year’s tax) rather than paying with- 
holding tax monthly. The advantage 
disappears after that, but then so do 
many expatriates. 

No one has come up with a solution 
to the problems of those who stay 
longer. Also, no one has been able to 
provide a tax damage-control scheme 
for Japanese emplovees hired at higher 
wages by foreign companies. Some are 
thinking about using perks, such as 
company cars, but the tax authorities 
are rather strict on such items. Japanese 
companies can offer non-taxable com- 
pensation basically in two areas: recrea- 
tion and company-subsidised lunches. 









































he worst category seems to be that 

of a company director. Japanese 
regulations place a greater tax burden 
on company directors by disallowing 
much of a writeoff on housing. A com- 
pany cannot deduct irregular payments, 
such as tax compensation payments, to 
directors. At least one head of a foreign 
securities branch, who is also a director, 
is thinking of stepping down from the di- 
rector's post because of this. Account- 
ants actively discourage sending direc- 
tors to Japan in the first place. 

In the long run, the only relief from 
high tax rates will come from tax reform 
— lowering the rate across the board. 
Japan's conservative politicians tend to 
approach tax reform with the en- 
thusiasm of men entering a minefield. 
Cutting income taxes means adding 
other indirect taxes. Everyone agrees 
that Japan should do so, but past at- 
tempts to spearhead tax reform have 
been politically disastrous for the ruling 
Liberal Democratic Party (LDP). 

However, the tax issue will be mov- 
ing closer to the front-burner in coming 
months as advisory councils within the 
ruling LDP and the government try to 
develop a consensus on revamping the 
system. That will be difficult, at best. 
But sources at the MoF predict a pass- 
able agreement could be hammered out 
towards the end of 1986. 
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Good drives out bad 


Pakistan *whitens' black money through bond issues 


By Husain Haqqani in Islamabad 


he Pakistan Government has raised 

several times the amount it expected 
to from an issue of Special National 
Fund Bonds (SNFBs), a scheme devised 
by Finance Minister Mahbubul Haq to 
mop up “black” money in the economy. 
This means the government will not 
have to resort to deficit financing of its 
budget this year and may succeed in 
bringing part of Pakistan’s large parallel 
economy into the economic main- 
stream. 

—— concessions on the issue of 
the bonds attracted heavy investment 
during the two-month sale period and 
nationalised commercial banks report- 
ed sales of Rs 13.9 billion (US$1.2 bil- 
lion) against a target of only Rs3 billion. 





Net receipts to the treasury after ex- 
penses are Rs 12.51 billion. 

The government had expected to 
raise altogether Rs 5 billion through 
three bond issues, to overcome the re- 
source shortfall in the 1985-86 budget. 
Two other types of bond — the three- 
year National Fund Bearer Bonds and 
the Foreign Exchange Bearer Certifi- 
cates (FEBCSs) — are currently on sale 
and could yield a further Rs 4 billion. 

The success of the bonds will contri- 
bute to a rise in domestic credit as most 
of the purchases were financed through 
bank borrowings and commercial banks 
were allowed to lend in excess of their 
credit ceilings to promote sales. 

As announced in the budget 
(REVIEW, 6 June), SNFBs were to be 
redeemable in two years and carried a 
10% coupon (nominal rate of interest). 
The source of money invested in them 
was not to be questioned. But following 
demands from business leaders and 
local chambers of commerce, terms for 


the bonds were made even more attrac- 
tive, Sums invested in SNFBs have been 
exempted from income tax and there 
will be no tax on interest received 
either. Pending cases of tax evasion, 
and non-payment of excise and customs 
duty are also to be withdrawn against in- 
dividuals and companies investing in the 
bonds. Commercial banks have been 
authorised to accept SNFBs as collat- 
eral and primary security. 

The most controversial decision of 
the government was to allow purchase 
of SNFBs on margin. Some business- 
men were allowed up to 90% of the 
bonds' face value in margin finance. 
Critics claimed that government-owned 
banks were paying for the bonds and 
that black money was not in fact being 
mopped up. Haq argued, however, that 
most of the black money in the country 
was already tied up in assets such as real 
estate and bank borrowing was only 
to facilitate the conversion of these 
assets. 


A's to the official view, the de- 
claration of hidden assets will free 
funds for future investment besides 
widening the declared capital base of 
various enterprises, which in turn will 
expand the base for future tax pay- 
ments. Around one-quarter of the total 
amount invested in SNFBs came in the 
form of cash while the rest represented 
conversion of fixed assets. The bonds 
have also diverted investment from 
other national savings instruments. 
"The real attraction of these bonds is 
the whitening effect on black money," 
one official commented. 

In view of last year's Rs 18.7 billion 
deficit financing on the budget, the gov- 
ernment's decision to resort to new 
methods of raising revenues was offi- 
cially explained as an attempt to curtail 
inflation. But the prospect of an expan- 
sion of domestic credit could undermine 
the bond scheme's non-inflationary na- 
ture. Haq has promised to maintain 
monetary discipline and control monet- 
ary expansion, and officials insist they 
can keep money circulation within 
limits. On the last day of the sale of 
SNFBs, when bonds worth Rs 7 billion 
were sold, banks resold treasury bills:to 
the state bank as they scrambled to fi- 
nance the whitening operation. 

The success of the bonds is linked to 
egs promised package of a “liber- 
ated” economy. As one businessman 
pointed out, “people have brought out 
part of the black money because they ' 
have been promuted de-control and 
lower taxes. If the government does not 
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"Lockheed-Georgia 


Giving Shape to imagination. 


A 
monitor 275,000 square 


nautical miles in a single 
flight. 
On patrol or search- 
and-rescue missions, it can 
cover 2,500 miles at low 
altitude and stay aloft for 


One of the built-in 
advantages of the Lockheed — 18 hours. 
Hercules aircraft is its 
versatility. As a mari- 
time patrol plane it can 


tronic and visual surveil- 
lance capabilities in no 


Ibs. of cargo one day. * 


Yet its impressive elec- 









way limit its value as an 
airlifter. In that capacity, 
a Hercules transport can 
carry up to 50,000 Ibs. of 





cargo or personnel. 

If your maritime patrol 
requirements call for a cost- 
effective airplane that per: 
forms a variety of roles, the 
Lockheed Hercules aircraft 
clearly meets that challenge. 


M: anage m en t 
Ad VIS sor 


The World Bank, a leading international 
institution in the field of economic develop- 

ment, with Headquarters in Washington, 
D.C., invites applications from qualified 
candidates for the vacancy of Urban Man- 
agement Advisor 

The Urban Management Advisor would be 
responsible for the formulation and dis- 
semination of Bank policies in Urban Man- 
agement and the maintenance of quality 
in project and sector work with reference 
to the role of urban areas in the economic 
development of countries. — 

The position calls for a clear understand- 
ing. of the urban sector in the developing 
countries, particularly the role of cities in 
the national economy and the interaction 
of the institutions operating therein. The 


. Successful candidate must have a broad 
knowledge of the common problems fac- 


- ing the developing countries in this area 
.. and a keen interest in their resolution, as 


well as an appreciation of the implication 


=- of poverty on programs: for urban 
. development. | 
Requirements: 

"i) Advanced degree in Public o 


ness Administration, Economics, 


c Urban Planning, Finance, or 
— Sociology; 
fi). Five to ten years’ experience i in na sen- 
_ jor managerial position (preferably as 
the principal executive under the polit- 
ical level) in a large city administration 
in a developing country; 
Familiarity with problems of housing, 
municipal, finance, public transport, 
water supply, and administration; 
Knowledge of Spanish, French, Ara- 
bic, or Chinese will clearly. be an 
advantage; 
v) Excellent interpersonal skills, tact, 
and diplomacy; 
vi) A bachelor-level degree in Civil Engi- 
neeríng will be a useful additional 
asset. 
The World Bank offers a competitive sal- 
ary and benefits package. The position is 
based at the Bank's Headquarters in 
Washington, D.C. Please send a detailed 


curriculum vitae quoting reference no. 64- 


— -0201, to: 


Staffing Division 

Personnel Management Department 
The World. Bank | 

1818 H Street, N.W. u 
Washington, D.C. 20433... 


` RESEARCH e posion of PO PDOGTORA ION 4 


the DEPARTMENT OF FAR EASTERN HISTORY, .. 
RESEARCH SCHOOL OF PACIFIC STUDIES. | 


The post, which is available immediately, is for full-time re- 
search in the history of the Southeast Asian Chinese, espe- 
cially.in the 18th to 20th centuries. Closing date: 11 October. 
1985. Ref: PA 29.8.1. 


Salary will be in accordance with qualifications and experi- 
ence within the ranges: Postdoctoral Fellow Grade 1 
$22,614-$25,905 p.a.; Research Fellow $26,236-$34,467 
p.a.; Senior Research Fellow $36,649-$43,715 p.a.; current 
exchange rate: $A1 = US69c. Appointment will be: Senior 
Research Fellow/Research Fellow normally up to three 
years with the possibility of extension to maximum of five 
years; Postdoctoral Fellow normally two years, with the pos- 
sibility of extension to maximum of three years. Grants to- 
wards travel, assistance with housing, superannuation. | 
Maternity leave is available. The University reserves the 
right notto make an appointment or to make an appointmept 
by invitation at any time. 


Applicants: should quote the reference number when submit- 


ting applications to Patricia M White, Acting Hegistrar, GPO 
| Box4, Canberra, ACT, 2601 Australia. 


| THEU UNIVERSITY IS AN EQUAL OPPORTUNITY EMPLOYER 


| reserved for 
management 
appointments 


Reservations should be | 
| addressed to: 


General Sales Manager 
Far Eastern Economic Review 
` 7th Floor, Centre Point 
8L 185 Gloucester Road 
GPO Box 160, Hongkong 

Tel: 5-734301 — — 
Telex: 62497 REVAD HX 
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deliver on these promises, it does not 
take much to put the money back into 
the parallel economy." 

In the past, various governments 
have attempted to attract black money 
by offering tax amnesties but business- 
men took little interest in these offers. 
Haq's plan is the first time the govern- 
ment has offered a direct financial re- 
turn on top of a tax amnesty. Unofficial 
estimates of assets in Pakistan's black 
economy are as high as 50% of the Rs 
428 billion GDP. 

Businessmen expect a secondary 
market to develop in the SNFBs and 
other instruments. Interest is current- 
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ly being. ocusec on F 2DCs, on sale 
since 1 August and said to be selling 
at the rate of Rs 10 million a day on 
average. FEBCs can be bought by over- 
seas Pakistanis and foreigners with 
convertible foreign currencies, without 
any limit on payment. These tax-free 
bearer bonds are freely encashable and 
carry interest of 14.5% for one year, 
rising to 52% for three years. The gov- 
ernment expects to meet a mountin 

balance-of-payments deficit (worsene 

by falling overseas-worker remittances) 
through the bonds. Critics say FEBCs 
have virtually done away with exchange 
controls and will serve as a means 


Ebb-tide for Thailand 


Bangkok Fund gets the cold shoulder from investors 


By Paisal Sricharatchanya in Bangkok 


arely two months ago when the 

Bangkok Fund was launched 
(REVIEW, 25 July), there were high 
hopes that this first mutual investment 
vehicle for foreign investors would be 
well received overseas and the Thai 
stockmarket would get an important 
boost. The euphoria has now subsided. 

Against the originally targeted 
US$15-30 million, the fund’s promoters 
have managed to come up with initial 
subscriptions of only US$10 million. 
Given the depressing economic trends 
(and the 9 September coup attempt) 
its Impact on the Bangkok stock ex- 
ponge is likely to be less than hoped 
or. 

Several factors contributed to the 
disappointing response. But Choedchu 
Sophonpanich, head of Bangkok First 
Investment and Trust which acts as the 
fund's investment adviser, singled out 
uncertainty on the part of foreign, and 
especially European, investors over the 
prospects of the Thai economy as the 
key reason. 

Choedchu went on an extended trip 
in July to promote the fund in Europe 
and the US with dozens of foreign funds 
managers. He was then confident that 
several large institutions would partici- 
pate with US$2-3 million each. “But 
some of these later opted out. Their im- 
pression about the Thai economy had 
changed following [negative] Western 

ress reports in August which portrayed 
ailand’s economic slowdown,” he 
told the REVIEW. 

After weeks of delay due to the un- 
expectedly poor response, subscriptions 
were closed at the end of August. The 
US$11 million that was netted — de- 
scribed by Choedchu as a “modest 
achievement under the present cir- 
cumstances” — was rounded off to 
US$10 million. To avoid tax complica- 
tions under US laws, the portion ac- 
counted for by US investors is less than 
50% with the bulk of non-US 
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portfolios originating from Britain. Pay- 
ment is due by 16 September, after 
which the fund will begin buying 
stocks. 

The worse-than-expected response 
from Europe seems to correspond with 
the view among some stockbrokers and 
fund managers in the City of London 
that countries in Asia and the Pacific, 
looked upon only recently as a region 
of high growth and promising future, 
are no longer attractive given their cur- 
rent economic slowdown (SHROFF, 
REVIEW, 12 Sept.). 


oreign investors can directly invest in 

the Bangkok market, which lessens 
the need to invest through a vehicle like 
the Bangkok Fund. Some observers 
pointed out that the fund's high com- 
mission fees US$400 for each 
US$10,000 unit, or 4% — may be a de- 
terrent in this situation. By comparison, 
British. stockbrokers T. C. Coombs 
which has been active in the Bangkok 


for flight of capital from Pakistan. 
Some of the government's oppo- | 


nents have charged Haq with seeking 
only short-term gains, saying Pakistan's 
economy needs basic restructuring 
rather than new resource-mobilisation 
techniques pursued by the finance 
minister. Apart from the apparent 
danger of inflation, critical economists 
also say the various new bonds will add 
to distortions in Pakistan's economy by 
providing new instruments for unregu- 
lated secondary trading. Haq, on the 
other hand, expects the tapping of the 
black money to stimulate economic ac- 
tivity. 


market over the past two years, charges 
a 0.5% commission. 

But Choedchu regarded these fac- 
tors as minor. For an investor putting 
US$500,000 or US$1 million into the 
Bangkok market, he argued, it would 
be more attractive to invest 
through the fund since any di- 
rect investment would be too 
time-consuming and costly. He 
also discounted arguments by 
some sceptics that the fund 
would have limited options to 
invest since existing for- 
eign shareholdings in select- 
ed blue-chip stocks are near- 
ing the legally permitted 
limits. 

Statistics as of June show 
there is still considerable op- 
portunity for pep participa- 
tion in some of the more fa- 
vourite stocks. Against the 
legal limits of 25%, 49% and 
25% , foreign shareholdings in 
Bangkok Bank, Industrial Fi- 
nance Corp. of Thailand and 
Siam Cement were 22:6%, 
37.8% and 16% respectively. 
But these levels have since 
risen — sharply, in the case of 
Siam Cement. In any case, the Bangkok 
Fund is eyeing other medium size, 
under-valued stocks. 


Meanwhile, trading on the Bangkok 


exchange has lost momentum after 
peaking in April. An average daily turn- 
over topping Baht 100 million (US$3.7 
million) then, has been reduced by 
more than half in recent months. It has 
become clear that the substantial gains 
made during the last quarter of 1984 and 
the first four months this year were 
largely the outcome of direct foreign in- 
vestment. 

A slowdown in foreign purchases, 
d by the domestic crisis of 
confidence over the depressed econ- 
omy, has given rise to concern of yet 
another sluggish period — unless the 
trend is reversed by the Bangkok Fund's 
activities. The Book Club Index, after 
peaking at 142.88 on 25 July in the wake 
of news about the fund, had lost 7.27 
points to close at 135.61 on 6 Sep- 
tember. Oo 
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Sun Hung Kai looks to a future without its founder 


By Robert Cottrell in Hongkong 


Ini death of Fung King-hey has rob- 
bed Sun Hung Kai and Company 
(SHK & Co.), Hongkong's largest lo- 
cally capitalised securities house, of its 
founder. chairman and principal strateg- 
ist. After three embattled years, SHK & 
Co.'s balance-sheet is strong, and 
Hongkong's stockmarket is booming. 
But in Fung resided the company's 
sense of unity, and of purpose. Other 
brokers wonder whether those qualities 
can survive his passing. 

The apparent family successor to the 
elder Fung as chairman and principal 
shareholder of SHK & Co. is Tony Fung 
Wing-cheung, Fung King-hey's 34-year- 
old second son. (The eldest son, 
Thomas, lives and works in Canada.) 
Tony Fung, now SHK & Co.'s vice- 
chairman, is observing a 49-day period 
of formal mourning for his father, after 
which a board meeting will be held to 
elect a new chairman, probably in late 
October. 

The Fung family controls 51% of 
SHK & Co. , publicly quoted parent of 
the group's main operating subsidiary, 
Sun Hung Kai Securities. The other 
major shareholder is Merrill Lynch & 
Co., the New York brokerage house 
and investment bank, holding 25.5%. 
Merrill bought into the SHK group in 
May 1982, and in February 1984 sec- 
onded the vice-chairman of its capital 
markets group, William Arthur, to be 
SHK's chief executive. 

SHK & Co. survived a roller-coaster 
ride EUM the 1982-84 slump in 
Hongkong's stock and property mar- 
kets by calling up new capital, and di- 
vesting major assets. Morale in the com- 
pany this year was at its highest since 
mid-1982 — until the bombshell news, 
on 25 August, that Fung had died of a 
stroke in a hospital in Vancouver, 
Canada. 

The immediate task now confronting 
Tony Fung and Arthur is to find be- 
tween them the right blend of tact, 
leadership and incentives to retain the 
loyalties of SHK & Co.'s senior man- 
agement, most handpicked by Fung 
King-hey — and to maintain relation- 
ships with the network of overseas and 
mainland Chinese contacts nurtured by 
the elder Fung throughout his business 
life. 

In the longer term, the company has 
to read correctly where the profits will 
be made amid the structural changes 
gradually overtaking Hongkong's finan- 
cial markets and institutions as the rip- 
ples of deregulation spread from Lon- 
don and Tokyo. Already, SHK has 
moved away from its retail brokerage 





roots towards an “investment banking” 
emphasis on institutional and corporate 
client business. 

In London and New York, invest- 
ment banking is a market for big-capital 
players such as Merrill itself. In Hong- 
kong, with few large corporations and a 
mere trickle of negotiable debt, SHK & 
Co.’s HK$900 million (US$115.4 mil- 
lion) equity is still sufficient to pack 
a punch. Arthur believes SHK is big 
enough, and more to the point smart 
enough, to swim up-market from its re- 
tail-broking roots, and survive. It is, he 
says, coming out of the 1982-84 slump 
“leaner and meaner” than it went in, 
and with its Chinese character giving it a 
local niche inaccessible to rival institu- 
tions patterned on British or American 
parents. 

Prior to 1982, the SHK group was 
predominantly a retail-brokerage and 
deposit-taking house. It had been 





"vp RT. e Wi EEN TT: 
3ack in the 1970s, wh e were 
more local individual — in the 
Hongkong stockmarket and fewer 
foreign institutions, SHK reckoned to 
do about a third of all trades. Its share 
now may be slightly smaller, but so are 
its operating overheads. All the retai) 
branches, with the exception of one lo; 
cated within SHK's head offices at Ad; 
miralty Centre on Hongkong Island, 
have been closed. Cutbacks and divest- 
ments have slashed staff numbers by 
two-thirds, from 1,500 to nearer 500. 





The largest divestment has been that 


of Sun Hung Kai Bank, which grew out 
of the securities company’s business of 
lending “margin” money to its invest- 
ment clients. The bank was sold in 
March at a HK$191 million book loss to 
Arab Banking Corp. (ABC), with Fung 
King-hey remaining its chairman an 
25% minority share Badin When ABC 
bought the bank, France's state-owned 
Banque Paribas (previously called Ban- 
que de Paris et de Pays-Bas, now more 
generally called just Paribas) elected to 
sell back to Fung the shareholding 
which it had maintained in SHK since 
1978 and which amounted in 1985 to 
25.5% of SHK & Co. 

In July, SHK & Co. spun off. its 
China trading and investment division 


THE SHIFTING SHAPE OF Nee KAI 


Fung’s genius to foresee, when he 
bought his first stock exchange seat in 
1969, the potential demand from work- 
ing- and middle-class Hongkong Chi- 
nese for equity and bullion investment 
and other financial services, Seven 
branches were opened up around Hong- 
kong to bring the stockmarket within 
reach of farmers in the New Territories 
and factory workers in Kowloon. 

This year, 50-70% of SHK's broker- 
age business is coming from institu- 
tional clients. In round figures, the firm 
reckons to be party to about a fifth of 
the trades on the Hongkong stockmar- 
ket, one of the four or five big brokers 
which now do 80% of all Hongkong's 
local equity business. Some days SHK 
leads the market: on other days it might 
be Jardine Fleming, Hoare Covet, or 
Vickers da Costa. 


2m em 


into a new company, Tian An of which. 
it owns 25%. Tian An's other share- . 
holders are three Peking-owned com- 
panies, Bank of China, China Re-, 
sources Co. and Asia Travel Services, , 
and Andrew Chow, formerly SHK Eai 
Co.'s China division manager, now w Eran) 
An's managing director. 


A* now completely off the, SHK} 


books is Sun King Fung Developo ; 
ment (SKF), the property company, 


which was probably Fung's biggest com- .. 


mercial mistake. Admiring the capital, ; 
profits being made by his friends:in real 
estate, Fun 
the crest of Hongkong’s property boom. 
As the boom collapsed in 1982, and 
property prices bumped along through - 
1983-84 at a fraction, of, peak, levels, 
SKF's losses wiped out its equity. 


s e i ile 
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rolled out SKF in 1980 on. : 


Rather than let it — and his reputation 


— go bust, Fung financed a bailout. 

In April 1983, Fung swapped his own 
13.34% shareholding in the commer- 
cial TV station HK-TVB, worth more 
than HK$300 million at today's prices, 
for SHK Securities by then probably 
worthless 49% stake in SKF. To finance 
SKF's cashflow needs, he sold half the 
Merrill shares which he had received in 
1982 from the US firm in exchange for 
shares in the SHK group. In the year 
since Fung acquired his holding, its 
value had doubled to US$130 million as 
Wall Street boomed. 

The collapse of SKF, a near-run on 
SHK Bank in the autumn of 1983, and 
losses at the securities company, were 
punctuation marks articulating more 
than two years of political nervousness 
and financial turmoil in Hongkong be- 
tween 1982 and 1984, as Britain and 
China argued about what would happen 
to Hongkong after Britain’s colonial 
lease ran out in 1997, (The territory’s pre- 
sent phase of optimism dates from Bri- 
tain's and China's eventual agreement 
in September 1984 to give Hongkong 
substantial administrative autonomy 
under Chinese sovereignty after 1997.) 

In May 1982, when Merrill was 


spending US$85 million to buy into the 





SHK group, the Hongkong stockmar- 
ket's Hang Seng Index was standing 
around the 1, mark. By the end of 
December, it had fallen to 982. Local 
stockmarket turnover, a more impor- 
tant indicator of brokers’ profits, fell 
from HK$5.5 billion in May 1982 to 
HK$2 billion in December, and was to 
fall still further to HK$1.6 billion in De- 
cember 1983. SHK Securities slumped 
from a net profit of HK$217 million in 
1981 to a net loss of HK$187 million in 
1982, its accounts ravaged by asset 
write-downs and operating losses. (In 
the first half of 1985, SHK & Co. 
reported net profits of HK$33.4 mil- 
lion. ) 

In April 1983, the SHK group'sthree 
major partners decided that one stron 
company was better than two wes 
ones. They merged its banking and 
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| | tes c rations, which 1 
ously been separate publicly quoted 
companies, into a single holding com- 

any, the present SHK & Co. Merrill 

ad previously owned 25% of SHK 

Securities, and 15% of SHK Bank; 
Paribas had owned 10% of SHK Securi- 
ties and 25% of SHK Bank. Each would 
now own 20% of SHK & Co., with Fung 
holding 40% and the public the balanc- 
ing 2096. 

Even the new structure was not quite 
strong enough. In late September 1983, 
an ominous spate of withdrawals at 
SHK Bank marked the point at which 
—— to command public confidence 
seemed to have passed temporarily out 
of Fung's hands, and into those of his 
much larger, and less politically vulner- 
able, partners. As part of a shoring-up 
package, Fung lent the Bank HK$120 
million. Merrill and Paribas agreed to 

rovide HK$40 million each in new cap- 
ital, but at a price which must also have 
commanded the approval of the Hong- 
kong Government: equity control be- 
tween the two of them of SHK & Co., 
parent company of both the bank and 
the securities company. 

Merill and Paribas upped their SHK 
& Co. shareholdings to 25.5% each, 
while Fung's dropped to 29%. Paribas’ 
Michel Barret was appointed 
chief executive of SHK Bank. 
Fung remained the bank's 
chairman but reliquished his 
executive responsibility. 


he winter of 1983-84 brought 

with it few signs of brighten- 
ing ; ^p iti for Hongkong, its 
financial markets, or SHK & 
Co. The weary Fung asked 
Ronald Arculli, a Hongkong 
lawyer and non-executive direc- 
tor of SHK & Co., to movein and 
help him temporarily run the 
firm. In February 1984, Arthur, 
who had been playing a major 
liaison role between Merrill 
and SHK & Co., was seconded 
to the Hongkong firm as its pre- 
sident and chief executive of- 
ficer, while Fung remained chairman. 

It stands to the credit of Merrill that, 
throughout a series of breathtaking re- 
versals which exposed it to criticism 
verging on mockery, it managed never, 
in public at least, to turn on Fung. Mer- 
rill officers maintained that the invest- 
ment itself was strategically right, that 
only the timing was wrong. 

The deal had originally been 
broached through the mediation of 
Citicorp’s then chairman, Walter Wris- 
ton, when Fung was in New York look- 
ing to buy into a Wall Street brokerage 
house in January 1982. Merrill took US 
State Department advice that Hong- 
kong's political future ,;would be posi- 
tively resolved between Britain and 
China, and made its own study of the 
SHK group books. 

Based on those preliminaries, and 








he link-up between the Sun Hung 

Kai group and Merrill Lynch in May 
1982 turned Fung King-hey into an in- 
ternationally famous financier, poten- 
tially the biggest shareholder in the 
world's biggest securities house. A pub- 
licity-shy man by disposition, Fung 
bowed to the wave of public interest by 


setting down, in interviews and 
speeches, an outline of his early 
life 


ruary 1922, into a middle-class family in 
Guangdong province. His schooling 
ended with the outbreak of the Sino-Ja- 
panese war in 1937. After an argument 
with his parents, he left home and found 
work with a money-changer in Canton, 
remaining there until the restoration of 
peace in 1945, 

Fung decided in 1946 to invest the 
capital he had accumulated from 
money-changing, and some which he 
borrowed, in a trading venture, taking a 
cargo of live fish from Guangdong to 
sell in Taiwan. The project was ill-fated. 
Fung got seasick and the fish died. Ar- 
riving in Taiwan with only the boat, he 
mortgaged it to finance a return voyage 
with a cargo of bananas to Hongkong. A 
storm blew up, the fruit rotted, and 
Fung was in debt. 

e returned with some success to 
money-changing in Canton, but headed 
south for Hongkong just before Mao 
swept to power in 1949, With some cash 
in his pocket and little else, he found 
work as a shipyard labourer. The ship- 
yard (he later bought it) was a tempor- 
ary stopover. Despite his ill-fated 
Taiwan shipping venture, he was more 
successful shipping goods to Macau, a 
half-way house to China during the Ko- 
rean War when the UN embargoed di- 
rect China trade. In 1958, Fung moved 
into real estate, founding Eternal En- 
terprises which sold low-cost housing to 
the refugees flooding into Hongkong 
from China. 

These early property investments, 
which also included a hotel in the then- 
remote New Territories town of Shatin, 
brought Fung together with two men 
who remained friends and associates 
throughout his life, and who went on to 
establish their own highly successful 
public companies: Kwok Tak-seng, now 
chairman of Sun Hung Kai Properties, 
and Lee Shau-kee, now chairman of 
Henderson Land Development. 

Fung scored something of a financial 
coup in 1966-67, buying up Hongkong 
property while prices were severely de- 
pressed by civil unrest associated with 
China’s Cultural Revolution. By now a 
rich man, he took the decisive step away 
from property and towards stockbrok- 
ing in 1969, buying a seat on the Far 
East Stock Exchange which became the 
basis of Sun Hung Kai Securities. 

— Robert Cottrell 


without the detailed clause-by-clause 
ER eae drawn up when 

aribas bought into SHK Securities in 
1978, the US brokerage house made its 
move in an international blaze of smiles, 
handshakes and speeches. The tie-up 
would, according to a joint statement, 
“draw on the relative strengths of the in- 
dividual companies in distinct interna- 
tional markets and products but . . . 
nevertheless preserve the identity of 
each company.” 

The main operational SHK-Merrill 
linkage was initially planned to be a 
joint-venture company, Merrill Lynch- 
Sun Hung Kai (Overseas Securities), 
bringing SHK customers into Merrill’s 
catchment and vice-versa. Merrill’s 
existing branch office in Hongkong, in- 
volved mainly in selling US securities to 
local investors, was and is one of the US 
group’s most profitable branches any- 
where in the world. 

Good or bad as Overseas Securities’ 
new business might have been, it was 
overshadowed by the much more ex- 
pensive contacts with SHK & Co. soon 
to be forced upon Merrill Lynch. The 
two a were thrown together more 
closely than either had expected or 
perhaps feared: the arrival of Merrill's 
“due diligence” book-checking team, 
“all with gold safety pins through their 
ties,” as one SHK executive put it, had 
sent a few shivers through Admiralty 
Centre even before the deal was signed. 
One employee who left SHK & Co. after 
Fung lost control in 1983 says he did so 
because the firm became much more 
bureaucratised, with major decisions 
being referred to New York to bounce 
around committees. 


errill might have trodden on one or 

two toes, but it did at least try to 
tread lightly. The logic of its position was, 
and remained throughout the later tur- 
bulence, that it wanted to be the prefer- 
red associate of an indigenous Hongkong 
financial services group: it did not want 
to take it over and staff it with expatriates. 

When Merrill and Paribas did 
nonetheless take control in 1983, Ar- 
thur freely acknowledged the incon- 
gruity of foreign capital controlling a 
“Chinese” firm, and indicated that he 
expected the situation to rationalise it- 
self. That rebalancing act took place 18 
months later, in March 1985, when 
Fung bought out Paribas’ 25.5% and bid 
for publicly held minority shares to re- 
store his own stake to 51%. 

Although Fung regained equity con- 
trol, he preferred to keep his distance 
from day-to-day running of SHK & Co., 
confining himself mainly to strategic 
planning and board-level management. 
Arthur, answerable as a seconded of- 
ficer to Fung rather than to Merrill, con- 
tinued as chief executive: his tenure in 
igen remains open-ended. 

e key figures in the Sun Hung Kai 
hierarchy today, apart from Arthur and 
Tony Fung, are Eddie Lau, the right- 
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lifting alliances in a - 
quest for stability 


Ti roots of Sun Hung Kai (SHK) Bank go back to the early realisation by 
SHK Securities that its earnings from brokerage comm were less 
than the profits which it could make from lending money to clients to invest in 
shares, bullion and property. At the end of 1973, SHK Securities had 
HK$325.6 million (USS41.74 million) of loans outstanding to customers and 

brokers, exceeding the loan assets of many of Hongkong's licensed banks. 
SHK Finance, formed by SHK Securities as a 100%-owned subsidiary to 
handle its loan book, soon developed its own distinct identity. Registered with 
the Hongkong Government as a deposit-taking company, it diversified into 
foreign-exchange dealing, trade finance, and actively marketed its deposit ser- 
vices. In 1978, it opened three branch offices, a representative office in Pe- 
king, and joined loan syndications such as those for the construction of Hong- 

kong's Mass Transit Railway. 

run on the Hongkong branches in November 1978, caused by unfounded 

rumours of heavy losses at SHK Securities, encouraged founder Fung K 
hey to spin off SHK Finance as a separate, publicly quoted company. In 1982, 
it received a ban licence, and changed its name to SHK Bank. It was by 
then owned 42% by Fung himself, 25% by Paribas, and 15% by Merrill Lynch. 
The business which had thrived as a protégé of SHK Securities had trouble 
standing on its own two feet. It started life over-invested in fixed assets, having 
paid another Fung company HK$300 million for its head office building, equi- 
valent to 70% of its net assets. It opened for business at the outset of Hongkong's 
worst financial crisis in more than a dec- 
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~ cal currency slumping, interest rates 
= volatile and the collapse of several 
_ well-known local credit institutions. 
= In April 1983, Fung and his foreign 
rtners decided to re-merge the bank 
into SHK Securities as a stabilising 
measure. The new holding company, 
Sun Hung Kai & Co., was set up in Au- 
gust 1983. It was not enough. A month 
ater, a spate of withdrawals led the 
principals, fearing a second run, to or- 
ganise a shoring-up package. The bank 
received HK$200 million of new ; 
Paribas and Merrill received new 

giving them a combined 51% of SHK & 

o 


The bank’s troubles cost con- 
trol of his Pap but it was also the 
vehicle through which, 18 months later, 
he vaulted back. Arab Banking Corp. 
(ABC), an international bank y 
owned by the governments of Kuwait, 
Libya and Abu Dhabi, bid HK$360 
million for SHK Bank on condition that 
m a 25% shareholder and chairman. Merrill and Paribas ac- 
; , which had been interested mainly in SHK as a banking part- 





Pe: c 
SHK bank branch: useful vehicle. 


Fung 
cepted 
ner, withdrew from SHK & Co., selling its shareholding to Fung. 


ABC is one of the Arab ban 


' through a series of 
many and. through SHK Bank, 


world's innovators, founded in 1980 and 
uisitions, most recently in Spain, West Ger- 
Hongkong. Its president and co-founder, 
Saudi, wants to move away from the traditional Arab pattern of inter- 
bank funding and syndicated sovereign lending, towards | deposit bases, 
trade and project finance, and investment banking. Saudi sees SHK Bank as a 
—— useful vehicle for financing trade between the Middle East and 
Asia and China. 


The SHK Bank acquisition brings ABC, the Arab world's leading loan syn- 
dication manager and number three bond issue manager, closer to its fastest- 
credit market. The Asia-Pacific region accounted for 27% of all Arab 

and bond credits in 1984, up from 17% in 1983. Asia's growth came at the 
expense of South America, which accounted for 12% of Arab lending in 1983 
and virtually none in 1984, according to figures compiled by Institutional 
Investor magazine. — Robert Cottrell 
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The unaudited consolidated net profit after 
A, Minority interests and preferred dividend, but 
before extraordinary items, for the half year to 30th 
"June 1985 was HK$193 million. This compares wi th. 
HK$175 million for the same period in 1984. 


Gross interest was reduced by some HK$100 million. 
However, net financing.charges were only marginally 
lower due to a decision to cease interest capitalization 
on One and Two Exchange Square in January 1985. 


Dividends No interim ordinary dividend will be paid. 


An interim preferential dividend of 6¢ per preferred. 
ordinary share will be payable on 30th November 


early 1988. 


in May 1985 judgment was awarded in favour of 
Hongkong Land in its dispute with Government over 
the proposed Queen's Gardens exchange. Government 
has appealed and the hearing will take place i in 
January 1986. . 


Food: Dairy Farm Operations continued to expand 
with particularly strong sales and profits in-Hong Kong 
led by the company's supermarket business. In 
Australia, performance was also good but consolidated 
results were. adversely affected by the weakness of 
the Australian Dollar. In China, International Food 
Corporation. was established. In Singapore, the food 


continue regarding the disposal of The Excelsior Hotel 
in Hong Kong. 


SIMON KESWICK, Chairman 
Hong Kong, 5th September 1985 


(unaudited) six months: January/ June 


Half Year 
1985 1984 
HK$ mill ion 


— A Ó I Ao 


Profit before taxation. 
Taxation- 


Minority interests 


Profit after taxation and 
minority interests 
Preferred dividend 


Profit attributable to 


ordinary shareholders 193 


Earnings per share. 
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“goalkeeper”; Fung Kar-bun, unrelated 
to Fung, managing director of SHK 
Securities, and Yip Lai-shing, described 
by a British investment manager as "the 
best dealer in town.” All are long-time 
associates of Fung King-hey, dating 
back a decade or more. 

A recent important arrival is Lau 
Wah-sum, who joined as chief financial 
officer in October 1984, after a career 
which included posts as the Hongkong 
Government's principal assistant finan- 
cial secretary, and finance director of 
the territory's publicly owned Mass 
Transit Railway Corp., a job in which 
he helped launch the territory's fledgel- 
ing market in Hongkong dollar debt. 
Lau is charged with developing SHK & 
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whom Fung referred to as his | 
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Co.'s n "hant-banki g acti it ^s, in- 
per corporate finance and venture 
capital work. 

SHK now has — experi- 
ence, a good name, and a war-chest of 
HK$450 million in cash to support its in- 
tuitions. There is no indigenous Hong- 
kong financial services group which 
comes anyhwere near challenging it in 
size or reputation. But the main reason 
for that market leadership is that no 
other Hongkong Chinese financial en- 
trepreneur ever combined Fung's ta- 
lent, vision and probity. No rival to 
Fung could hope to deal equally fluently 
with communist leaders in Peking, 
Overseas Chinese families such as In- 
donesia's Liems, US investment bank- 
ers and Hongkong taipans. In August, 






The Mekong connection 


Riverine smuggling between Thailand and Laos is rampant 


By Paisal Sricharatchanya in Nong Khai 


fficial trade between Thailand and 

Laos is minuscule, to say the least: 
of Thailand's 1982-83 exports, Laos 
took only 0.5% — about Baht 800 mil- 
lion (US$34.8 million at then-prevailing 
exchange rates). Even that tiny volume 
plunged by half last vear, in the face of 
strained relations over three disputed 
border villages (REVIEW, 5 July '84). 
Given Laos' meagre exports, averaging 
around Baht 25-30 million annually in 
recent years, Bangkok has long enjoyed 
a relatively large surplus in their mer- 
chandise trade. 

But these official figures tell only a 
small part of the story. Since the com- 
munist takeover of Laos in 1975, 
Bangkok has imposed varying degrees 
of control on the channels of trade and 
items traded. Given Laos' shortage of 
basic consumer and manufactured 
goods, this has meant continued 
smuggling across the Mekong River. 
According to various unofficial esti- 
mates, the value of the smuggled goods 
far exceeds official Thai exports. 

The trade picture is also distorted by 
Thai purchases of power from the Nam 
Ngum Dam, northwest of Vientiane. 
The Electricity Generating Authority of 
Thailand bought Baht 556 million and 
Baht 585 million worth of Lao power in 
1983 and 1984, respectively, a tiny por- 
tion of which was re-exported to elec- 
trify the Vientiane plains. These exports 
have become Laos' chief source of 
foreign exchange. 

The smuggling thrives for a number 
of reasons: tighter import procedures 
and higher tariffs imposed by Vientiane 
in August 1983; Laos' growing shortage 
of foreign currencies; Thai export re- 
strictions, and Bangkok's prohibition 
on trade in certain "strategic" goods. 
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The smuggling is most rampant in 
selected river-crossing routes at Nong 
Khai and Nakhon Phanom. The black- 
marketeers are said to cruise across the 
Mekong at night in high-powered boats, 
which can outperform those of the 
marine police and Royal Thai Navy. 
Aside from basic consumer goods such 
as rubber sandals, textiles, plastic pro- 
ducts and instant noodles, other items in 
high demand now include electric wires, 
light bulbs, glucose solution and blood 
plasma. 


T illegal operations have led to 
outbreaks of violence on the river 
border. In an incident last December, 
Thai marine police units and Lao troops 
traded gunfire as the Thais tried to stop 
a smugglers' speed boat in Si Chiang 
Mai district (northwest of the provincial 
seat). The boat was later confiscated 
with Baht 3 million worth of goods, 
mostly medical supplies. 

Earlier this year, the REVIEW was 
told, uniformed men in a machinegun- 





< 


| SHK & Co. lost that unique firepower. 
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It will be one of the greatest of all tri- 
butes to Fung's skill if the company 
which he built proves itself capable of 
surviving, growing and innovating in his 
absence. 

But if SHK & Co. falters now, the 
consequences may be rapid and destruc- 
tive. There will be no shortage of job of- 
fers from rival institutions for any SHK 
& Co. executives who begin, for what- 
ever reason, to feel uncomfortable at 
Admiralty Centre. And for Merrill, 
having held on through three bad years 
out of sheer confidence in Fung, any 
new signs of trouble at SHK & Co. may 
make the temptation to press for out- 
right control or an outright sale irresisti- 
ble. o 


* 


mounted vehicle raided a village on the 
Thai river bank in Nakhon Phanom. 
Across the Mekong and through Pak- 
sane (in Laos), Thai contraband is 
said to travel as far as Vietnam. The at- 
tack reportedly came after local 
smugglers ignored repeated warnings 
from the Thai authorities. 

The legitimate trade is 
conducted through two trad- 


ing sts at Nong Khai 
and Mukdaharn (south of 
Nakhon Phanom). Thai- 


land's exports are mostly con- 
sumer goods and glutinous 
rice; it chiefly imports wood, 
rattan and forestry products. 
Aside from its heavy trade re- 
liance on Thailand, Laos last 
year also imported Baht 813 
million worth of goods from 
non-socialist countries as re- 
exports from Thailand — 
mostly electrical appliances 
(from Japan), petroleum pro- 
ducts (from Singapore), plus 
some construction materials. 

Despite last year's strained diploma- 
tic ties — which have yet to return to 
normalcy — and the continuing trade 
controls, the current level of Thai-Lao 
relations are still a marked improve- 
ment from the low point reached during 
the extreme rightist regime of Tanin 
Kraivixien during 1977, when Thailand 
imposed a de facto trade embargo by 
closing the entire border. 

Unlike the Vietnamese-backed re- 
gime in Phnom Penh which has been in- 
viting the wrath of Bangkok, and de- 
spite the Thai military's suspicion (as evi- 

enced in the ban on strategic goods), 
Thailand has in recent years adopted a 
broadly accommodating policy towards 
Vientiane. Seen as a brother state — the 
population of Thailand's northeast is 
ethnically similar to that of Laos — 
Bangkok's broader policy is apparently 
designed to try to dislodge Laos from 
the Soviet-Vietnamese orbit, a strategy 
hinted at in a recent public address 
by Thai Foreign Minister Siddhi Savet- 


sila. o 
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How Bank of India used CitiBanking to help 
accelerate diamond exports by 40% a year. 


India's 13,000 diamond exporters created a 

US $1.2 billion industry —cutting and polishing 
miniature diamonds. To help smooth the way, new 
methods were needed to speed import payments 
and the reporting of export receipts. 

Bank of India, which has played a catalytic 
role in the promotion of diamond exports, turned 
to global electronic CitiBanking for the advanced 
capabilities required. 

"We use CitiBanking to transmit import pay- 


ments electronically and to get electronic confirma- 


tion of dollar receipts in New York,” explains 
Pushpa Wagh, Chief Manager of the bank's Opera 


House Branch in Bombay. "That gives our clients 
maximum use of credit lines and sets the ground- 
work for dramatic export growth.” 

To find out how your Export Department can 
benefit from the world's most advanced and secure 
electronically delivered banking services, call the 
Citibank located near you. 

And put the Citi of Tomorrow?" to work for 
your company today. 


II7I i(crmic TO TUC iri 
WELLL 160 Irie Lid 
CITICORP © CITIBANK 


©1985 Citibank, N.A. Member FDIC 
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Making the world's best telecommunications systems 
work even better. 


The telecommunications network systems we make at Ericsson owe their popula- 
rity to a range of spectacular technological achievements. 

Around a hundred telephone companies are using Ericsson's AXE telephone 
exchanges. The specialist real-time Ericsson computers in some of those 
exchanges are the most powerful there have ever been. The Ericsson software they 
run is uniquely capable, reliable and comprehensive. We're world leaders in the 
exciting field of mobile telephony - the biggest mobile network in service was 
installed by Ericsson. 

It's these glamour areas of our business that get attention, but we're aware that all 
these achievements would be much less impressive without one invisible 
component... 

The Ericsson service which turns brilliant technology into reliable, efficient, 
profitable systems. 

We work hard to make things easy. 
Not just for our customers, but for their custo- 
mers — you! Ericsson service starts long before 
the first Ericsson exchange is installed, and lasts 
for the life of the network - and bevond. It's 
round the clock, on the spot, and world-wide. 


Before leaving Sweden, every modification or 
addition we've made for your environment is 
given a verification test — on the spot, where its 
designers and documentation are immediately 
available. 


Operations and maintenance support is what 
Here are just a few aspects of the service behind most people mean by after-sales service. 


every call you make through an Ericsson network. To keep the network running, powerful Ericsson 
3 . D 


Network planning is what makes the difference 
between a network that works, and a network 
that works well. We've been planning networks 
for over a century - indeed, with our customers, 
we've planned all or part of 100 of the world's 


biggest metropolitan networks. But we're equally 


at home in deserts and tundras, or giving oil rigs 
or fishing villages all the services of a sophisti- 
cated national system. 


Installation is also an Ericsson art. Ericsson's 
installation department provides a project with 
consistent, continuous project management. 
Sophisticated computerized control svstems 
co-ordinate the project in the optimum manner. 


Pre-testing a svstem in Sweden before delivery to 
Morocco. 
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systems allow every network component to be 
monitored, and faults to be diagnosed - and 
even corrected — from remote operations and 
maintenance centres. 

Ericsson interface systems allow the telephone 
company to configure and reconfigure many of 
the functions of the network at will - through 
the keyboard of a personal computer using 
standard programs as tools. 

There's also, of course, round-the-clock service 
for true emergencies, locally or from the 
Maintenance Installation Production Support 
Centre in Stockholm - on line by telephone, 
telex or data links to any Ericsson network. 


Let talk about... 


Servic 






Ericsson has eight training centres around the world 


Training a telephone company’s own staff is an 
integral part of supplying a telecommunications 
system. At the international training centre in 
Stockholm, Ericsson runs more than 20 different 
‘schools; specializing in different aspects of net- 
work operation and maintenance. We have 
regional training centres in Brazil and Malaysia, 
Mexico, Ireland and Spain, the UK and the US. 


Service for networks that aren’t 
even built 

Service is not just a matter of running today's 
networks - or even tomorrow's: telephone com- 
panies are already planning the networks of the 
2lst century. Ericsson updating and forecasting 
is of major assistance, and Ericsson service 
ensures that everv customer has access to the 
future. 

See for vourself how Ericsson service makes the 
best systems work even better. Post the coupon 
for a copy of Connexion, the AXE magazine. 
Trends and technology, people and philosophy, 
news and reviews - thev're all in Connexion. Irv a 
little Ericsson service for yourself. 
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To: Telefonaktiebolaget LM Ericsson, 


Please send me the latest issue of Connexion. 


Name 


Public Telecommunications Division, S-126 25 Stockholm, Sweden. 
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Face to face with totality. 


Saab-Scania offers totality in a unique 
product breadth. Totality not just in the 
car, truck, bus or aircraft, but in all the 
sub-systems which each one contains. 
Totality in the transfer of experience and 
developments from one field to another. 
Totality in financing research and 
development and production facilities. 


markets. That record has been 
achieved by a consistent policy 

of providing high quality, high 
performance products to meet specific 
demands. 


The Saab-Scania symbol summarizes 
that experience and ability. Combining 
the elements of our past into a 
declaration for the future. 


Leaders in specialized transport technology. 


Over the years the Saab-Scania Group 
has established a solid record of sales, 
profitability and return on investment in 
what are generally considered tough 


The Saab-Fairchild 34: 
twin turbo-prop aircrai 
is a joint venture 
between Saab-Scania 
and Fairchild 
industries. This 35 sez 
airliner incorporates 
radical thinking in 
materials and avionics 
The result is an aircrat 
which sets new 
standards in quietnes: 
and economy for 
corporate and regiona 
transport. A product oi 
the knowledge and 
experience of 
advanced design and 
project management. 
The totality of 
approach. 









EXTINGUISH FIRES 





IN FIVE SECONDS 


Even before premises have been evacuated, Pyroforane automatically sets to work, 
extinguishing an outbreak of fire in the space of 5 seconds. 

Because of its instant, total flooding effect, with no risk to personnel and equipment, 
Pyroforane is particularly suitable for the protection of vital areas within buildings : 
- areas where items of high value are concentrated (computer rooms, museums, strongrooms...) 


- areas with essential functions (control rooms, telephone exchanges, tape stores, ships engine 
rooms...) 


- areas at high risk (solvent storage areas...). 


To obtain complete information on Pyroforane 1301, send this coupon to Mr Larsen, ATOCHEM CHINA LTD, 1615 Ocean Centre, Canton 
Road, Kowloon (Hongkong) or Mr Auvigne, ATOCHEM SOUTH EAST ASIA, 36 Robinson Road, 08-05, City House, Singapour 0106 


Name 
Job function Company 


Address 


ATOCHEM pyroforane 
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the instantaneous fire fighter 





Everything! s right here in the! Philippine A 
herever you live in the region, vou're 
only a few hours away on one of our wide-bodied 
Airbuses from one of Asia's last great travel bargains. 
And it's right here in the Philippines. 
Five-Star hotel rooms for as little as $45 a night. 
Room, food and drinks at a first-class beach resort from 
$40 a day. A swinging night on the town, with dinner 
and disco dancing for less than $20. 
And the bargains never stop. 
Designer fashions, antiques, handicrafts. The Philippines. 
A lot more 


ra io ies. Philippine 
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Penang road to growth 
on shifting foundations 


By James Clad in Penang 

his year and. next offer plenty of 

publicity-rich milestones to Penang, 
the smallest but most densely populated 
state in Malaysia. After nearly 30 years 
of independence within Malaysia, the 
state opens Asia's longest bridge (13.5 
km connecting Penang Island across the 
Penang channel to the mainland) to 
public traffic on 15 September. (Earlier 
this year, politicians enthused at the 
opening of Penang's 67-storey Komtar 
Tower, claimed to be Southeast Asia's 
tallest building.) 

Other celebrations are in store. 
Nearly 200 years have passed since the 
state's smaller half (described by 
tourist manuals as “a 285-km? is- 
land in the shape of a swimming 
turtle") became Britain's first 
East Asian possession in 1786. It 
became independent within the 
Malaysian federation in 1957. 

But the mid-1980s also mark 
an equally important histori- 
cal moment — the possible ex- 
haustion of a 15-year-old em- 

loyment-generating, export- 
ed economic strategy based on 
free trade zones (FTZs), and a 
resulting loss of economic direc- 
tion for Penang. Evidenced not 
in publicity handouts but in 
worrying statistics showing re- 
trenchment and reduced invest- 
ment in manufacturing and 
tourism crucial economic 
rops for Penang's nearly I mil- 
ion inhabitants — the mainstays 
of Penang's progress over the 
pom I5 years have started to 
ray. 
Although the horizon has its 
bright patches, distress signals 
are flying. Officials from the 
state's much respected Penang 
Development Corp. (PDC) ac- 
knowledge that at least 2,000 of 
the approximately 66,000 work- 
ers have lost their jobs in multi- 
national companies manufacturing 
semiconductors or textiles in Penang's 
eight FTZs or industrial estates. Trade 
union spokesmen claim the number is 
three times that. Many workers have 
"voluntarily" accepted 20% reductions 
or more in weekly take-home pay, 
others (such as computer and instru- 
ment maker Hewlett Packard's employ- 
ees) took a 1075 cut in pay earlier this 
year while keeping a five-day work 
week. The pace of retrenchment and 
slowdown in one form or another will 
continue. 

Apart from cyclical downturn in de- 
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REVIEW MAP by Andy Tang 


mand for these products, deeper cur- 
rents may be flowing against the type of 
multinational flagship investment en- 
couraged with great success by Penang's 
Gerakan party government (part of the 
National Front) in the 1970s. Funda- 
mental changes in the nature of indus- 
trial processes (such as infinitely more 
precise robotics engineering and close- 
to-end-user siting of plants) are giving 
semiconductor and integrated circuit 
manufacturers second thoughts before 
committing new investment in the type 
of labour-intensive operations charac- 
terising Penang. Some suggest that 


Free trade zones and 
industrial estates 





some semiconductor assembly opera- 
tions may “go home" to the US as the 
advantage of cheap labour loses out to 
automation. 

Beyond this lies the possibility that 
Japanese firms, notably Hitachi and 
Fujitsu, could in the near future, edge 
out American firms (by far the largest 
contingent in Penang's FTZs) in the 
emerging, high-capacity electronic pro- 
duct lines. The expression used is 
"semiconductor industry rationalisa- 
tion.” Only Hitachi has a plant in 
Penang. Some American firms have al- 
ready started to chase sweeter invest- 


‘ment packages in Thailand, fearing in- 


creased competitiveness from the Ja- 
panese and suspecting that their honey- 
moon with federal government indus- 
trial planners (now putting the finishing 
touches on an Industrial Master Plan 
EM that will draw investment away 
rom low-technology transfer opera- 
tions such as semiconductor assembly) 
has run out. 

Apart from electronics (Penang's 
biggest foreign investment), lesser in- 
dustries also face a complex combina- 
tion of cyclical downturn in markets, 
radical restructuring of market shares 
and changes in demand. Eating away at 
thé bottom end of the market is China's 
growing export thrust in yarns and bulk 
materials, while short-order runs, a Ma- 
laysian strength, have become more in- 
termittent. 


ven more disconcerting, some firms 

that have put in more fixed-asset 
investment into Penang (to accommo- 
date state, and especially fed- 
eral, pressures for more tech- 
nological sophistication) have 
burned their fingers. As a result 
of bad market timing, a M$80 
million (US$32.4 million) in- 
vestment by  Hongkong-con- 
nected Atlas-Intak Sdn Bhd 
(which installed plastic frame 
and  disc-drive making ma- 
chinery) sits under-used because 
of the collapse of the global 
personal computer market. 

Penang's indigenous response 
to the FTZ phenomenon shows 
a mixed score card. Some mould 
making, stamping, tool and die 


sion engineering firms. have 
emerged. Recent PDC data list 
24 local "supporting industries" 


to multinational firms in the 
FTZs. But barely 1,000 employ- 
ees work in these enterprises — 
which are, moreover, hit by the 
same downturn affecting the 
electronics and textiles indus- 
tries. Other signs of responsive- 
ness to the transient multina- 
tional presence in Penang — 
such as a recently started indus- 
trial standards testing and con- 
sultancy service at the local uni- 
versity — remain under-developed. 

On the brighter side, some favoura- 
ble readjustment of the FTZ line-up 
has been attained (such as the likely 
shift of Hewlett Packard's computer as- 
sembly operations from* Singapore to 
Penang and greater entry into such spe- 
cialised, fabrication work as wafer pre- 
paration or even silicon growing), but 
this may not keep pace with declining 
prospects in other lighter operations. 

Penang's non-industrial investment 
has not always paid off. One notable 
PDC project — a well-conceived mush- 
room-producing and marketing enter- 


79 


making, packaging and preci- . 


working on “backward linkages” — 
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_ Tourism long seemed 


| drops in visitor arrivals occurring in the 
| early 1980s signalled a slower pace of 


growth. Prompted by exceedingly gene- 
rous federal tax incentives, local and 
outside-the-state capital still poured 
into hotel projects during the past three 
six hotels are still being 
built — but occupancy levels slipped to 





| around 60%, and one Tourist Develop- 
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ment Corp. (a federal agency) spokes- 


man recently predicted further falls in 


the rate, to around 30%, if the arrival of 


new rooms is not matched by the arrival 
of more people. 
The warning signals are obvious in- 


also provides cause for concern. Most 
economic indicators remain sluggish — 


| notably the property market, construc- 
| tion and internal tourism. Against the 
| uncertainty in the FTZs, growing lay- 
"m — 


| For some, the FTZ 
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offs and longer-term doubts about the 
viability of the FTZ concept, Penang’s 
officials are privately worried. 


s Malaysia’s largest centre after 

Kuala Lumpur, Penang also labours 
under the residual drawbacks of an ear- 
lier, more comfortable age when it was 
an entrepot port and home of tin and 
plantation magnates. Its most respected 
asset — its social or human capital — re- 
mains unharnessed to the more de- 
manding manufacturing modes of the 
times. Some observers, including 
speakers at a recent Conference on the 
Future of Penang, blamed this in part on 
an absence of "social exemplars" on the 
island. The wealthiest Chinese, Indian 
or old Malay families are described as 
not giving impetus and seed-capital to a 
younger breed of risk-takers, a growing 


| policy is off-centre 


! 


- 
L] 
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pus would seem to have little 
uarrel with its federal bosses in 
Kuala Lumpur over basic development 
objectives. The state aims to develop 


"high-technology precision-based in- 


| 
V 


. dustries, small-scale industries, forward 
and backward linkages of the indus- 


trialisation process, and 


H4 


* 


the 
technological capability of the manufac- 
turing sector." 

Yet policy differences periodically 
become acute between a state govern- 
ment giving priority to employment 


.| generation and a central government 


anxious to encourage an indigenous and 


| self-sustaining industrialism. In Malay- 
sia's centralised system, federal deci- 
sions routinely obtrude on investment, 


foreign control, regional development 
and infrastructural development issues. 
This “dynamic tension" between 


Kuala Lumpur and Penang, normal in 


any federal system, has picked up again 


as the central government inches its way 
towards major policy changes that could 
markedly accelerate private industrial 
investment in Malaysia — a plus for 
Penang. A series of policy measures 
from Kuala Lumpur, culminating in 


major changes to incentives for foreign 
and domestic investors (REVIEW, 55 
July), is being watched intently from 
Penang. A confidential, World Bank/ 
United Nations study in January, for 
example, caused jitters by calling for 
progressive introduction of company 
taxation in the free-trade zones (FTZs 
— REVIEW, 28 Feb. ). 

So also is the drafting exercise for a 
Malaysian Industrial Master Plan (IMP) 
for the next decade — the basics of 
which will find their way into Malaysia's 
fifth five-year development plan (1986- 
90), to be unveiled later this year. 
Sources said the IMP does not favour 
continuing generous allowances for the 
type of "footloose" electronics firms 
now established in Penang, and the 
state frequently disagrees with top fed- 
eral politicians about the desirability of 
— multinationals appeased. It 
seems the IMP will stress instead the op- 
portunities for a so-called "second 
round" of import substitution — an ap- 
proach that might seem like retrogres- 
sion to Penang businessmen imbued 
with thoughts of p marketeering. 

Just as significant to Penang are 
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| stake, in a local shipbuildin T "EN a dated, patriarchal direction 
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downstream linkages to exist- 
ing plants, improving the 
capability of locals to apply skills learn- 
ed in electronics to intermediate pro- 
duct lines and changing Penang's 
strategies to conform closely to the 
wider industrial priorities being set by 
the IMP and federal planners. While the 
industrial, welfare and infrastructure 
achievements of his Gerakan govern- 
ment have earned respect even from his 
political opponents (who seem gener- 
ally more preoccupied by impending 
state and national elections that might 
see more challenges to Gerakan's grip 
on the top state job), Lim sees little jus- 
tification for complacency. 

But the question is, can Lim's party 
come up with a formula demonstrably 
as successful (in most respects) as the 
FTZ concept, which has been tirelessly 
promoted around the world by Lim 
himself? At the beginning of the 1970s, 





likely changes to the Investment Coor- 
dination Act 1975 , which inhibits Ma- 
laysian Chinese from expanding their 
businesses beyond a certain point unless 
bumiputra (indigenous, mainly Malay) 
equity and employment quotas are ful- 
filled. Penang's population mainly com- 


prises a 60% Chinese majority and a 
31%. Malay minority, according to 1980 
census figures. 

Both Penang and Kuala Lumpur 
know that real wage costs have risen in 
Penang and elsewhere, threatening Ma- 
laysia's low-wage advantage in the re- 
gion. Both governments realise that 
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Sowce Karnal Salih and Mei Ling Young, "Penang s Industeatisation," t985 


the immediate task was to reduce un- 
employment (1595 in 1970) and, more 
generally, to reverse the out-migration 
impoverishing’ its highly educated 
“human capital.” 


hen Lim and his colleagues first 
came to power, they grappled with 

the end of Penang’s first post-indepen- 
dence challenge when the island's com- 
arative advantage eroded as port deve- 
opment elsewhere cut into its strategic 
location. Growing ridigities posed by 
national boundaries — particularly Bur- 
ma and Indonesia — cut back on entrepot 
trading opportunities. The political 





complexities of independent Malaysia, 


climaxing in the racial disturbances of 
1969, were followed shortly after by the 


Penang — known for its light and small- 
scale manufacturing until the late 1960s 
— now depends on à narrow, highly vol- 
atile industrial base that is extremely de- 
mand- and technology-sensitive. 

. Both also know that UN studies 
show downstream linkages with FTZ 
companies are few and far between, not 
least because multinationals for all sorts 
of reasons habitually procure from 
"tried and tested" suppliers. Both gov- 
ernments know that labour-intensive- 
ness, Penang's initial draw-card, “may 
even decline as further incorporation of 
micro-electronics in major branches of 
industry induce cost-savings,” said 
Penang economist Kamal Salih. “This 
could make traditional labour-intensive 
industries, such as textiles, garments, 
precision engineering and electronics, 
more competitive again in the indus- 
trialised home countries while making 
unskilled, cheap labour superfluous.” 


Di this awareness, something 
like schizophrenia still marks Malay- 
sia's attitude to FTZ investors. Expecta- 
tions by the federal government — and 
even basic misunderstandings by senior 
bureaucrats on the sort of manufactur- 
ing being done by multinationals at 
Penang — often collide with “reality” 
(as defined by foreign firms). 

A two-sided attitude afflicts both 
hosts and guests. US and other foreign 
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options. Penang's electorate 
rejected the federal govern- 
ment-allied ruling party and 
brought in Gerakan. 

But in a more complex 
federalism than 15 years ago, 
can what Lim calls the “con- 
stitutional constraints inher- 
ent in the structure of state and 
federal government" allow 
Penang much independent 
manoeuvre? It is an open sec- 
ret that most multinationals, had they 
had their way, would prefer to deal with 
Penang alone. But the complexities of 
Malaysia's multiracial politics and its 
federalism make this a forlorn hope. 

Apart from an adaptable and edu- 
cated population familiar with the wider 
commercial world outside Malaysia, 
Penang also has a commendable infra- 
structure. With a few exceptions, such 
as lamentably slow installation of telex 
or telephone lines, road, rail and har- 
bour (including container handling) ser- 
vices function well. Penang's facilitat- 
ing bureaucracies generally earn high 
marks, though some locals grumble 
about the length of time needed to get 
approval from land committees allocat- 
ing industrial land. Oo 
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companies (chiefly Japanese and West 


German) laud their hosts, praising their 
adaptable workforce land. more 

uietly, the — management-pleasing 
docility of largely female assembly-line 
labour). They swear long and loud that 
their investments will stay the course — 
"Partners with Penang," as one catch- 
phrase puts it. 

On the other hand, the same com- 
panies mutter darkly that the “honey- 
moon is over.” The Americans in parti- 
cular suggest that they have come to 
“feel slightly unwelcome,” as one US 
manager put it — however unfair this 
may be to the facts. Spreading in some 
boardrooms, they say, is a belief that 
the phasing out after 10 years of what 
the federal government feels have been 
exceptionally generous pioneer-status 
tax holidays and other inducements is “a 
kiss goodbye.” 

Kuala Lumpur politicians last year 
decided to put in.their place some tax 
write-off provisions that will reward 
multinationals which introduce higher 
levels of production or bring machinery 
into Malaysia for more sophisticated 
processing. Some elements within the 
Penang government would have wel- 
comed an outright extension. The fed- 
eral government also recently an- 
nounced new foreign investment rules 
applicable throughout the whole coun- 
try that will allow as much as an 
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YOUR FUTURE 
TODAY! | 
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Romanian Consulting Institute - 














ROMCONSULT provide a wide range 
of consulting-engineering services 


@ surveys: geological, geophysical, 
hydrological, hydrographic, soil, topo- _ 
graphic 

@ district development plans 

@ studies: planning, feasibility, market 
(economic and financial), technical, 
sociological 

© designs: architectural and town 
planning, structure engineering, soil 
mechanics, seismic, mechanical, 
electric and industrial 

@ quantity control, price estimation, 
preparation of bidding documents and 

ende nizing 

supervision: buildings, equipment and - 

installations inspection 

technical assistance and consulting 

services 

turn-key projects and management 

civil works, equipment and plants 

rehabilitation 

personnel training ' 

transfer of technology, licences and 

know-how 





























ROMCONSULT capability cover the 
following fields 


agriculture and rural development .. 
construction and materials industry : 
education - power - environment - health - 
industry - population - telecommunications - 
- tourism . transportation . urban 
development - water supply and sanitation 
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| ROMANIAN CONSULTING INSTITUTE 


70100 Bucharest-Romania 
7, Matei Millo St. 
P.O.B. 1-757 
Telephone: 33 27 20 
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80% foreign stake in export-directed 
enterprises (REVIEW, 25 July). Not sur- 
prisingly, some FTZ firms play games 
with nomenclature, using different 
names for suspiciously similar processes 
in an attempt to win tax benefits. 
Some say privately that they have 
started to look elsewhere. While *in no 
particular hurry," some companies 
(especially the semiconductor assem- 
bly/testing firms) say they are building 
facilities in the Bangkok area: though 
the use of disinformation to pressure the 
government via the press cannot be dis- 
counted, it seems clear that some US 
firms have chosen this course. Yet this 
talk flies in the face of some strong, if 
unacknowledged, reasons for setting up 
and staying in Penang: widespread use 
of English and a familiar legal system. 
This spilt between Penang and Kuala 
Lumpur reaches beyond contrasting 
government views. Academic critics 
point to the low achievement in skills 
transfer, disparage reliance on low-skill- 
ed labour and decry low levels of tech- 
nology employed within the overall in- 
dustrial process (the semiconductor 
business is a good, but by no means uni- 
ue, example). They correctly ask 
themselves whether Malaysia's indus- 
trialisation should not try to get more 
out of foreign investors. Yet when re- 
dundancies threaten (as they are in the 
closing months of 1985), politicians 
forget finer economic points and rush to 
denounce retrenchments; federal Fi- 
nance Minister Daim Zainuddin, for 
example, recently appealed to foreign 
firms in Penang to retain workers. 


n planning for the right mix of indus- 
tries for an estimated population of 2 


million by the year 2000, Penang Chief 


Minister Lim Chong Ewttakes as his 
starting point the need to strengthen the 
services sector by highlighting skills and 
aligning these with risk-taking pos- 
sibilities. He also sees strong chances — 
though others do not — of turning 
Penang into a financial servicing centre 
fgg northern Peninsular Malaysia. 

Yet, as in the early 1970s, Penang's 
limitations in many respects remain un- 
changed. “It has restricted land area, 
high population densities, little land 
suitable for expanded estate agricul- 
ture, [it is] distant from principal 
domestic markets and its hinterland is 
shallow," the Nathan Report of 1970 re- 
marked. 

Only in one crucial respect does the 
description by those planners 15 years 
ago seem wide of the mark: "[Penang] 
has a mercantile outlook and little ex- 
perience in the organisation and man- 
agement of the types of economic activi- 
ty upon which future growth will de- 

end." Whatever the federal-state po- 
licy mix and whatever the incentives for 
industrial development beyond this cen- 
tury, Penang’s experience in the inter- 
vening years has caused that description 
to be revised. — James Clad 
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Penang Bridge: staggering cost. 


Bridge to the future 
and a route to debt 


Ui 15 September, one motorist will have crossed the newly com- 
pleted M$850 million (US$344 million) Penang Bridge spanning the chan- 
nel between P Island and the Malaysian m nd: on 4 August, Prime 
Minister Datuk Seri Mahathir Mohamad drove a Proton Saga, the new Malay- 
sian-built car, across the 13.5-km long bridge. But after mid-September, nor- 
mal traffic will start to flow along the link, billed as Asia's longest (and the 
world's third-longest) span. 

Controversy has focused on the purported benefits of the strikingly distinc- 
tive link that took the South Korean contractor Hyundai Engineering and 
Construction Co. three years to build and cost 20 workmen their lives. Penang 
critics deride it asa “luxury project,” ignoring the benefits that invariably have 
flowed from such infrastructure improvements elsewhere. 

But there is no denying the staggering cost: in addition to the bridge itself, 
the federal government's Malaysian Highway Authority (which supervised 
the bridge project) must spend millions more to complete approach avenues 
and connect these to regional roads, especially the East- West Highway. The 
overall project cost is put at M$1.2 billion, financed by a 12% interest loan re- 
payable over 10 years. 

Federal Public Works Minister Datuk Samy Vellu at the end of August 
sought to defuse a growing controversy about high bridge tolls by tying them to 
the same charges now levied on the continuous shuttle of Butterworth- 
Georgetown ferries by the Penang Port Commission (PPC). The matter is not 
settled, however, as the PPC is reviewing its own charges. Last year, 2.5 mil- 
lion cars used the ferry's round-trip service, paying between M$4 and M$6 
each depending on engine size and number of passengers. 


There is no of servicing the —— — let alone building up a 
sinking fund — from toll charges alone. Mahathir is leaning on Penang's state 


po to buy the bridge, and negotiations turn on an idea to give private 
v rs a chance to reclaim and sell 250 ha of foreshore land lying between 
cen iac rns and the bridge's approaches. 

Penang's Chief Minister Lim Chong Eu calls this the *CDD 21” (Central 
District Dev ent of the 21st Century) scheme. Reportedly up to nine 
consortiums i ted interest last year, but finding financial backers confi- 
dent enough to put up the M$1 billion-plus purchase price for the bridge has 
not been easy. In addition, the reclamation itself could cost at least M$200 mil- 
lion. With the exception of one local consortium, all bids have come from Ja- 
panese-linked interests. 

It is not certain when or if the CDD 21 project will go ahead. Even with the 
costs of foreshore reclamation and a large developer's cut, the land, on current 
calculations, should be cheaper than commercial harbour fron- 
tages in, say, Hongkong or Singapore. But with — property market 
conditions, many voices in Penang are quietly urging Lim **to make haste 
slowly," figuring that the federal government is better placed to finance the 
bridge than Penang itself. — James Clad 
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for industry catalyst 





poss industrial strategy has 
scored impressive gains over the 
past 15 years. In 1971 the state's fledgel- 
ing industrial estates hosted only 36 
plants; by January this year, 259 fac- 
tories (capitalised at M$1.1 billion, 
or US$441.2 million and employ- 
ing 62,400 workers) were function- 
ing. 

Although meeting stiff competition 
from other Southeast Asian centres for 
free trade zone (FTZ)-style investment 
(sometimes called “development by in- 
vitation"), Penang even in the slower 
1980s has expanded parts of its eight 
"industrial areas" (domestic, tariff-rule 
industrial estates for locally owned 
firms) as well as opening up new FTZ 
acreage. In the year ended 31 De- 
cember 1984, 33 new factories began 
operations. 

Measured by other indices — such as 
gross domestic product per capita — the 
pant I5 years have also favoured 

enang. From 12% below the national 
average in 1971, GDP per capita rose to 
18% above it 13 years later. In short, 
"the impact of the industrialisation stra- 
tegy on the growth of Penang's econ- 
omy has been tremendous,” economists 
Kamal Salih and Mei Ling Young con- 
cluded at a conference on the Future of 
Penang in May. 

Much of the credit for this must go to 
the Penang Development Corp. (PDC), 
à state-owned corporation with a wide 
brief — too wide, critics say — to deve- 
lop FTZs, domestic industrial areas, 
housing and agriculture. In some re- 
spects, the PDC's “bible” (the Nathan 

eport which detailed an Outline Physi- 
cal Plan) in the 1970s, proved almost un- 
cannily accurate. More than 15 years 
ago for example, the paper forecast 
62,400 new industrial jobs sited on 2,080 
acres of industrial estate by 1985; 
though new indus- 
trial areas develop- 
ed since then only 
total 710 acres, em- 
ployment on the 
various industrial 
estates (not count- 
ing slots elsewhere 
in the economy) at 
the end of 1984 had 
reached 62,417. 

A closer look, 
however, shows the 
skewed nature of 
this industrial suc- 
cess. — only 
59 of the 259 fac- 
tories leasing land 
from the PDC lie 
within Penang's 
four FTZs, they 
have employed at 
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the beginning of the year nearly half the 
total PDC-area workforce. And of 
these — overwhelmingly concentrated 
at the Prai FTZ on Penang's mainland 
territory on the island's Bayan Lepas 
FTZ — foreign electronics and textiles 
lants held sway: nearly 74% of all the 
DC area workforce fell into the cate- 
gories of electrical/electronic and tex- 
tiles/garments. 
Foreign predominance shows through 
in recent projects receiving the PDC's 
o-ahead to take up plant sites on non- 
industrial land. More than 60% of 
site applications approved last year 
went to joint-venture firms, many of 
which transparently serve as vehicles for 
foreign interests without local skill or 
resource contributions. 


Fem foreign investors the PDC re- 
ceives acclaim as a professional, 
generally efficient facilitator. This does 
not mean that the PDC is faultless: its 
leadership almost certainly regrets 
some of its equity-taking decisions, not- 
ably M$9 million lost in a now-folded, 
mushrooms-for-export business; a big- 
ger stake in a recession-hit shipyard; and 
a poorly managed electronics firm set 
up in the early 1970s. Some cautiously 
voiced regrets have also been heard 
about the scale and ambition of the 
Kompleks Tunku Abdul Rahman 
(Komtar) 67-storey complex in down- 
town Georgetown, Penang's east-coast 
city. "If. we had it to do over 
again," one PDC official confided, *we 
would not have gone to the present 
height." 

As à seed-capital provider, PDC's 
achievement looks better than most 
equivalent bodies in other Malaysian 
states. And while return on capital ex- 
cites little enthusiasm (against M$16.3 
million invested in 21 subsidiaries and 
associated companies, 
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the PDC received just M$183,100 in 
dividend income in 1984), it works on a 
commercial basis and borrows (more 
from necessity than desire) at commer- 
cial rates. The PDC also has a small 
stake in two publicly listed corporations 
outside the state — Malavsian Inter- 
national Shipping Corp. and Hume In- 
dustries (Malaysia) Bhd. 


The PDC has a mixed track record as — 


a catalyst of industry. Some ventures, 
notably the mushroom experiment, fell 
flat without spin-off effects. Others, 
such as M$2 55 million invested in wholl 


owned Penang Electronics Sdn Bhd, | 


also ended up in receivership — but at 
least served to pull other firms into the 
FTZ in the early 1970s. 

More fecendy another PDC catalytic 
venture — German Malaysian Precision 
Engineering Sdn Bhd (GMPE) — led 
the way to a victory over entrenched Ja- 
panese interests, a coup described by 
one insider as "Penang business politics 
at its best.” A firm with links to GMPE, 
Asean Automotive Engineering Sdn 
Bhd, will make steering column parts 
for Malaysia's self-styled national car, 





the Proton Saga (REVIEW, 14 Feb.), 


^ 


much to Mitsubishi's chagrin. 
Penang-based critics of the PDC ex- 


periment have attacked the comparative” 


neglect of agriculture — a real oversight 


in an island with long traditions of inten- — 


sive horticulture and 'specialised food 


production. Yet most criticism tends — 
to ignore the still small, but growing © 
number of entrepreneurs responding - 


to sub-contracting possibilities for the 
multinationals. An example would be 


Eng Hardware Engineering Sdn Bhd 


which in 10 years has grown to em- - 


ploy 100 workers and absorb a M$3.5 


million investment in producing mould — 


and precision-stamped parts and fix- 


tures for semiconductor companies, — 


But some feel the PDC could do more 


j 


to promote entrepreneurial drive — - 


such as setting up a skills-development 
fund. 


More recently, an ethnic critic- | 


ism has been levelled against -the 
PDC. USM Social 


ruddin in 


sold PDC bumi- 
putra-reserved flats 


many Malays. An- 
other criticism 
centres on the 
PDC's inability to 
nudge other bureau- 
cracies (such as the 
Land Committee or 
the Fire Service) 
into giving faster 
approvals to factory 
building plans. 

— James Clad 
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two | 
books has hit at the. 
PDC's “neglect” of — 
Malays, slamming . 
the existence of un- _ 


priced too high for | 


1,057 rooms, 27 restaurants and 
bars, business center, health club, 
swimming pool, department store, 
shopping mall, amusement center, 
convention and trade exhibition 
facilities. 
FOR RESERVATION, CONTACT 
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Tel.5.246178 
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Semiconductor circuit assembly: falling demand. DAVIO M HAYES 


Weakness in strength 


ome 76% of Penang's industrial jobs lie in the electronics and textiles in- 

dustries — precisely the areas of enterprise where foreign investment is 

eatest and also the type of work where retrenchment is now occurring. — 

nions fear the rate of job losses will rise during September and October, ~ 
orate my proportions that could mark the end of 1985 as a time when more - 
people lost their jobs than at any other period since the start of the free trade - 
zones (FTZs). 

Penang has become the world's largest exporter of 64 kilobyte (64K) mem- 
ory silicon chips, with other plants in Malaysia lifting the country's share of the 
world market to between 60% and 70%. By the beginning of the 1980s, Malay- 
sia had attracted the largest number of semiconductor firms working in any de- 
veloping country. Most of these have US parentage and controlling equity. 

In the normal breakdown of semiconductor production (research/devel 
ment, fabrication, integrated circuitry [IC] assembly, and product testing), 
Malaysian operations concentrate on the last two functions. But the industry is 
anything but static: known for its extreme sensitivity to both demand and 





tech | advance, the industry is now seeing the inexorable falling away 
of 64K before the 256K chip — which in turn awaits replacement by chips 
with one megabyte capacity. 


The large inventories of 64K chips building up over 1984-85 provide 
the immediate cause for the slump now causing job losses at such plants 
as Atlas, United Technologies, Mostek M and Intel Malaysia. Sie- 
mens Electronics has also shed workers. Methods include ou t sacking, 
“voluntary” retrenchment, temporary plant shutdowns and “enforced vaca- 
tions." 

But longer-term labour retention may depend more on the outcome of an 
intense struggle to produce and market most effectively the coming chip range 
than on normal cyclical drops in demand. Although by no means se , au- 
thorities in Penang fear n Mec firms such as Hitachi could edge out US 
firms — a fear that centres y on the —— and investment conse- 

uences for the Bayan Lepas FTZ, which is overwhelmingly American in 
reor. Similar worries Americans “going home" accompany reports 
that the nature of IC assembly itself may now, because of highly detailed robo- 
tic functions, enable “repatriation” of the industry to plants closer to the pro- 
ducts' end-users — for example, in the US. 

Whatever the immediate market and/or longer-term investment calcula- 
tions, Free Trade Zone Association chairman Mercer Curtis has — dis- 
counted fears of large-scale retrenchments. But the Electrical Workers Union 
(which has limited representation in the FTZs and little clout) asserts that at 
least 6,000 have lost their jobs while at least 50% now work to shortened hours 
or have accepted pay cuts of 10-20%. 

By the second week of Sept r, two textiles firms (the Japanese-linked 


‘Penfabric and Hongkong's Dragon & Phoenix) had also started the retrench- 


ment of 350-400 workers. The textiles ind faces competition at the 
bottom end of the market from new low-cost suppliers, ially from China, 
while at the upper end or short-production run level, demand is falling off in 
normal cy fashion, aggravated by renewed protectionist res in 
major markets. After electronics, the textiles industry is Penang's largest in- 
dustrial employer of workers, including a high proportion of skilled labour. 

— James Clad 
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O nly two territories in Southeast Asia 
— Singapore and Penang — have 
Chinese political chief executives. Be- 
sides that, the two islands have a com- 
mon entrepot trading history dating 
from their days as British colonies and 
later became pan of the Malaysian fed- 
eration. 

But Singapore left Malaysia in 1965, 
and Penang has remained solidly 
within. Some 20 years later, when 
Singapore's abrupt economic down- 
swing prompts new thinking about old 
relationships with Malaysia, Penang is 
also reassessing its own experience since 
the 1960s. 

The question has a political as well as 
an economic dimension. “After Chong 
Eu, who?” said a recent article in the in- 
fluential New Straits Times, adding that 

“a better question is: After Chong Eu, 
what?” AL so question hangs over 
the retirement plans of this widely re- 
spected, 66-year-old physician who has 
been chief minister since 1969: which 
party within the state (there are four in 


: 


Lim; Anwar: burning question. 


More than any other factor, the issue 
turns on Penang's United Malays Na- 
tional Organisation (Umno), which 
commands 10 seats in the state assembly 

— two more than Lim's own Gerakan 
Rakyat Malaysia (Malaysia People's 
Movement) party and four more than 
the Malaysian Chinese Association 
(MCA). The Malaysian Indian Con- 
gress (MIC) and — Democratic 
Action Party (DAP) hold one and two 
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portfolios, with three for Gerakan, in- | 


cluding Lim's job, and one each for 
the MIC and MCA. 

Over the years, population trends.) 
gradually are weakening the Chinese 
numerical advantage (Penang is Malay- | 
sia's only Chinese majority state). With 
nearly twice the Chinese rate of in- | 
crease, Malays are inexorably becoming | 


more numerous; in 1980, Malays 
amounted to 31% of the population, 
and this could reach 40% by 2000 when 


seats, respectively. In the Executive 
Council (Exco Penang's state 
cabinet), the Umno edge becomes more 
apparent: it holds four of nine 


the government coalition National 
Front and one opposition party) will 
take this cosmopolitan, traditionally 
volatile island-state's top job? 


the state is projected to have 1.7 million | 
residents. 
Exco and the state itself, therefore, 


MAKING CONNECTIONS WITH CANADA? ASK YOUR 
MOVING AGENT TO USE TIPPET-RICHARDSON 


Whether you're shipping products or relocating an office or home to Canada, you 

can depend on your local moving agent for overseas transport. But once your 

valuable shipment arrives at the Canadian border, your agent will need a mover to 

speed it safely to its final destination. 

That's why your agent should consign your shipment to Tippet-Richardson — 

Canada's largest moving company. 

With almost 60 years of experience in keeping Canada moving, Tippet-Richardson 

provides the friendly, reliable service you deserve, as well as: 

e Experienced moving professionals who know how to expedite shipments at 
customs problem free. 

e Convenient scheduling and prompt deliveries to move your goods over 
Canada's vast distances rapidly 

* Offices across Canada and the U.S.A. to provide follow-up services for you or 
your agent. 

* Competitive prices to keep your overall costs as low as possible. 


When you make your move to Canada, be sure that Canada's moving professionals 
are on your team. Ask you agent to consign your shipment to Tippet-Richardson 
- Canadas friendly moving professionals. 

Have your agent Contact Tippet-Richardson. Call Ronald Waddling, 
Director International Business, at (416) 292-9416 Telex 06-963799 


TR TIPPET-RICHARDSON LIMITED c 
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works on a consensus principle: Umno 
acquiesces in Lim's chief ministership 
but exercises something approximating 
veto power, especially in cross-ethnic is- 
sues. Through the heavily dominated 
Malay civil service, through some fed- 
eral agencies (notably an anti-poverty 
agency called Perda) and through heavy 
rural weighting in the state assembly 
that favours predominantly Malay con- 
stituencies, Umno plays a major 
background role. 

But it has set its sights on capturing 
the chief ministership. Certainly, fed- 
eral-level Malay politicians hailing from 
Penang (who include such influential 

rsons as Agricultural Minister and 

mno Youth Leader Anwar Ibrahim 
and Education Minister Abdullah 
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minister (widely expected to step down 
for health reasons, either immediately 
before or soon after the next state and 
federal elections) by no means guaran- 
tees entry to Umno. Gerakan second- 
liners, including Datuk Khor Gark, 
could have a better-than-even chance of 
taking the chief ministership because 
Umno fears risking a grab for the top 
job too soon. Penang has a history of 
voting against those federally favoured 
(as Gerakan's 1969 election sweep 
against a Kuala Lumpur-allied state 
government shows) and Kuala Lumpur 
probably prefers to see a Chinese run- 





ning a Chinese state — at least for the 
time being. 

It still seems on balance that the next 
leader will be a Gerakan Chinese. Still 
embroiled in a leadership struggle that 
blew up in March last year, the MCA 
does not have a gold key to the chief 
minister's suite. Rivalry with Gerakan 
could intensify if the MCA’s leadership 
fray is resolved, but Chinese voters 
could desert the MCA (already hit by fac- 
tional feuding) if Umno became the be- 
neficiary. But leadership contests last 
year (REVIEW, 25 Oct. '84) weaken- 
ed Gerakan unity; apart from Khor, 
other politicians, including federal Dep- 
uty Agriculture Minister Goh Cheng 
Teik, could have their sights on Lim's 
job. — James Clad 
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Trade growth slackens 


Non remained in the grip of the 
economic downturn that began in 
the fourth quarter of 1984. The official 
forecast at that time of 8.5% real econo- 
mic growth for 1985 (compared to 

1984's actual 10.975) was quickly over- 
taken by slackening foreign trade. By 
the time the 1985 first-half results 
showed that gross national product had 
risen only 5.7%, official and private 
forecasters had scaled back their predic- 
tions considerably. 

On 1 September, the government 
said growth would reach 6.3% for the 
year, but most private economists 
thought Council for Economic Planning 
and Development chairman Y. T. 
Chao's prediction of 4-5% was closer to 
the mark. 

* Mainly as a result of the US econo- 
mic slowdown in the first half, Taiwan's 
total foreign trade through the first 
seven months was down 2.5% from the 
comparable period of last year, to 
US$29.79 billion. This contrasted 
sharply with the 1984 trade which had 
jumped 23.6% over the previous year. 

xports in the January-July period in- 
creased to US$17.82 billion, a 3.8% rise 
over the comparable period in 1984, 
while imports fell 6% to US$11.97 bil- 
lion. 

As a result, no significant reduction 
in the embarrassingly large trade surplus 
with the US, Taiwan’s largest trading 

artner, is expected this year, despite 

eavy political pressure from the US. 
Surplus with the US is running slightly 
below last year’s level: US$5.69 billion 
through July, compared to US$5.77 bil- 
lion in the 1984 period. However, ex- 
pected improvement in the US econ- 
omy in the second half should lift sales 
and push the surplus close to US$11 bil- 
lion for the year, compared to US$9.83 

billion in 1984. 
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REVIEW DIAGRAM 
With imports falling, particularly 
from Japan, and various market-open- 
ing measures having only minimal im- 
pact, Taiwan's overall trade surplus also 
appeared likely to top last year's 
US$8.49 billion, possibly reaching 
US$10 billion. 


T he NT dollar has been steadily losing 
value throughout the year. On 16 
August it reached its lowest point in 
more than two years, bottoming out at 
NT$40.55:USS1, having declined from 
its high point this year of NT$39.08 on 
31 January. It has since risen to 
NT$40.40 on 4 September. The main 
reason for the decline is a huge surplus 
of NT dollars in the banking system and 
the attendant buying pressure on the US 
dollar. 

In the first seven months of the year, 
deposits in all monetary institutions 
rose by NT$247 billion, an 11.4% in- 
crease over the comparable 1984 
period. Lending, on the other hand, 
only increased NT$66 billion, or 4%. 
Banks have been tightening credit 


July 


by Andy Tang 








throughout most of the year, driven by 
both the Cathay group financial scandal 
and the attendant shock to the fi- 
nancial system, and also the in- 
creased incidence of bankruptcies 
at a time of economic deteriora- 
tion. 

Meanwhile, the Central Bank 
of China (CBC) moved early this 
year to raise the limits on the 
amount of foreign exchange 
domestic banks could hold. 
CBC's chief motivation was to 
prevent excessive inflationary 
pressure, arising from a trade 
surplus-induced growth in the 
money supply. Domestic banks, 
which are mostly state-owned or 
controlled, prefer buying US dol- 
lars, which they can then invest in 
the US money market for a rela- 
tively safe 8-9% return, rather 
than chancing the uncertain benefits of 
commercial loans in Taiwan. 

At this point, neither the CBC nor 
exporters are displeased to see the NT 
dollar losing value, as it should help to 
boost exports. So far, there has been lit- 
tle perceptible impact from the devalua- 
tion, but it should be helpful if it stays at 
this lower level for a few months. 

Another effect of the economic slow- 
down has been a rising rate of un- 
employment. From January through 
June, the latest month for which figures 
are available, the unemployment rate 
rose gradually from 2.03% to 2.53%. 
Although still low by international 
standards, the figures conceal consider- 
able underemployment. 

Prices have increased only slightly 
this year. The consumer price index 
(CPI) for the first seven months of the 
year stood at 104.29, compared to 104 
the year before. The past three months 
actually saw a small drop: the May-July 
average CPI was 103.99, compared to 
104.68 in February-April. 

— Carl Goldstein 
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The smoothest way to transmit data 
is by bits and pieces. | 
Siemens has mastered this art. 


Data: indispensable in almost every field of activity nowadays. 

Data: less than effective if they cannot be transmitted, conveyed, exchanged — - 
often over long distances. This involves keeping lines open over long 
periods — an expensive and limited method. The solution? Breaking up the 
flow of data into bits and pieces: "packets". Transmitting these at intervals 
and allowing other line users to fill the gaps. The result is more effective use 
of available resources and lower costs for all participants. 
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Siemens has the designed and installed such a system for Telecommunication | 
Authority of Singapore. Its name: TELEPAC. Its range: wide — with 

20 destinations, all over the world. One of more than 80 EDX-P Packet- , 
Switching Systems set up by Siemens on 4 continents. With high subscriber 
terminal compatibility, high availability and universal application — for public, ` 
special and private networks. 


Siemens provides the most progre sive electrical and electronic engineering 4 l 
and a comprehensive range of products, installations and systems for 

every requirement. A world-wide production, sales and service organization 
ensures close contact with the customers, expert consultation and 


reliable service. 
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Michael A. Stone 

Regional Director 

for South East Asia/ Far East 
Thomas Cook Financial Servii 
Flew: 140000 km in 1984 
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‘Ideally, this is what every frequent 


traveller needs in an airline. 
In reality, Garuda seems to 


have figured it out.” 


aruda has provided the 
traveller with a business 
class that really does cater 
to his needs. ` 





In oy way, Garuda’s 
new Executive Class puts the 


businessman first. 








| — — 
j - — 
. Of course, cocktails and zLASSZ 


drinks are complimentary 
throughout the flight, as are 
the specially chosen wines. 
There is a choice of 2 
menus, Asian or 
European, each 
dish prepared to 
seduce the most 
discerning 
palate. 







Upon boarding, 
passengers are escorted to their 
seats in the nose of the aircraft. 
This section, previously reserved 
for first class passengers, combines 
a OR environment with a 
secluded, intimate atmosphere. 


The unique location 
allows greater freedom of 
movement and provides wider, 
deep-cushion easy-seats. The 
perfect combination for a 


No airline has 
comfortable flight. 


understood and fulfilled executives" 
But itis Garuda's needs better than Garuda. 
exclusive services that truly set 


: Garuda's new Executive 
their Executive Class apart. 


Class is the beginning of a new era 
To facilitate the ‘working’ ^ Of business travel. 


passenger, Garuda provides a 
aruda Where executives come first. 


stationery portfolio with desk pad, 
indonesian airvvays 


postcards to keep you in touch 
with loved ones left behind. 


letter paper, and colourful ij 





è Melbourne € Paris è Penang @ Perth € Port Headland € Rome è Singapore € Sydney € Tokyo @ Zurich 


FLY THE LEADER. 





Doeing is 1000 miles ahead of 
the competition. 


The Boeing 767-200ER has consider the 767-200ER has been member of the 767 family, with all 
arange that leaves the twin-engine accepted for extended range inter- ofthe advanced technology that 


competition 1000 miles behind. continental flights. airlines will ever need. 
So while you're reaching out 5900 And when it comes to passen- Put it all together — range, 
miles with nonstop flights, the ger comfort, you can't beat the comfort, technology — and this is 
competition is obligated to land T-abreast seating configuration. one jetliner that has no equal. 
and refuel. Nearly everyone has a window N 

Think of all the versatility this or an aisle seat. 
gives you. Especially when you The 767-200ER is a brand-new 





BOEING 


Getting people together 
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If you're planning to do business in Germany, 
you should look for a bank that understands 
a bit more than just German business. 


You need an international bank that's at 
home in Germany. A bank that can not only 
help you with the complexities ofthe German 
market, its laws and regulations, but can also 
appreciate the implications for your interna- 
tional business. A bank that's large enough 
to offer you all the financial services you 
need, yetflexible enough to produce detailed 






solutions to specific national problems. 
We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international 
business for more than a century we work for 
about 100,000 companies. We can offer you 
a profound knowledge of German business 
- and a bit more. 
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Dresdner Bank 
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World-wide comfort 
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Those who travel regularly on business This guarantees you an aisle or a window 
will value comfort and convenience all the — seat, so you're never stuck in the middle. 
way. And with the world's favourite And when you take the American 

airline and the world's favourite charge Express* Card with you, you can relax in 
card, that's the package you'll get. the knowledge that you have all the 

Only British Airways’ SuperClub offer financial security you'll ever need for 
seats that provide 2-abreast comfort, all business trips. 

the way from the Far East to the UK. Don’t leave home without it. 


AMERICAN 
EXPRESS 


BRITISH l 


Don’t leave home without it. The worlds favourite airline. 








€ A MODEST liberalisation of stock- 
market regulations announced last 
month proved enough to galvanise the 
market into a frenzy of activity — at 
least by Jakarta’s lethargic standards. 
The Composite Index rose a whole two 
points (to reach 66) on the strength of 
market regulatory authority Bapepam's 
announcement that commercial banks 
will now be able to underwrite equity is- 
sues and that new listing requirements 
are to be streamlined. 

Bapepam chief Barli Halim dropped 
a teaser which also helped inspire the 
(short-lived) jump in the index: he 
suggested that foreign institutions might 
be permitted to participate in the mar- 
ket through an investment trust. 

Welcome as this hint may be to the 
market, there may be less immediate 
promise to the proponi than meets the 
eye. Halim told Shroff that the foreign- 
ers' trust scheme is part of a package of 
new ideas for the market that he means 
to submit to senior government officials 
for consideration. The proposals would 
take an estimated two years or more to 
wend their way through the bureau- 
cracy before they could be 
implemented. But it is 
never too early to start 
woolgathering. The pack- 
age includes: 
> A delisting mechanism 
for poor performers on the 
existing exchange. 

» A second tier, or over- 
the-counter market to ac- 
commodate these delisted 
stocks plus new issues not 
eligible for the blue-chip 
exchange. 

> A new investment trust 
(possibly open to foreign 
capital participation) to support the sec- 
ond-tier exchange. 

>» A new securities administration 
bureau. 

These proposals follow closely the 
recommendations made in an Asian 
Development Bank (ADB) study last 
year on prospects for Indonesia's capital 
markets. But Halim’s proposals only po 
halfway. For instance, under the 
Bapepam scheme, foreign participation 
will be limited to the less interesting sec- 
ond-tier securities and stops short of 
blue chips. Such strictures hardly seem 
likely to generate a groundswell of in- 
vestor interest needed to quadruple the 
bourse's complement of traded stocks 
from the present level of just 24 coun- 
ters, as called for in the ADB report. 

Nor are local equity punters likely to 
rush in where foreigners may not tread, 
at least as long as capital-gains potential 
is e ci yo as a matter of Pg: High 
dividend taxes make it prohibitively 
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Bulls jog Jakarta stockmarket - 


costly for many potential stock issuers 
to generate investor interest by di- 
vidend payouts in lieu of capital gains. 
ADB concerns about these two con- 
straints on the market's development 
are not even addressed in Halim's pro- 
posals. Shroff wonders whether, with- 
out allowing for more price speculation, 
even the existing bourse has a chance of 
expanding, much less successfully 
launching a second tier. 

@ AS a result of the current goverment 
policy of limiting price fluctuations, 
through the pre-emptive buying and 
selling of shares by P.T. Danareksa (the 
existing strictly local and state-backed 
investment trust), trading on the market 
now lasts just a couple of hours daily 
and often barely a few hundred shares 
are exchanged. No wonder investors 
would rather keep their money in the 
bank, especially with deposit rates run- 
ning at 15-17%. 


o compete with such returns 


through dividends alone, companies 
woul 


have to offer stockholders more 
than 20% a year in gross di- 
vidends, since the 1983 tax 
laws slapped on a dividend 
= surcharge. Few companies 
į could afford such outlays 
even in boom times, let 
alone in the current econo- 
mic slump. As long as the 
bourse remains dividend- 
driven, no amount of tin- 
kering with underwriting 
procedures will prove 
enough to lure potential 
equity issuers out of hiding. 

Still there are some pre- 
p to take the plunge. 

alim says he has two com- 
panies on tap which are 
ready to make equity issues. There were 
three on the list just a couple of months 
ago. But punters who had waited nearly 
two years for the third, the giant Indoce- 
ment group, to go public, were reward- 
ed for their patience by the spectacle of 
a direct government equity buy-in in- 
stead, to the tune of at least US$360 mil- 
lion (REVIEW, 25 July). 

Defenders of Danareksa's price- 
stabilising operations claim that if an 
immature bourse were allowed to 
evaluate equity without restraint, the 
stage would be set for an outbreak of 
corporate gunslinging even wilder than 
the merger-mania that besets Wall 
Street. But with firms still floating only 
a small fraction of their capital on the 
market and any single shareholder li- 
mited to just a 3% stake in a given com- 
pany, such fears seem over-stated. 

hen, too, in the face of bearish 
petroleum markets and world reces- 
sion, many economic pundits are cur- 
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rently clamouring for a drastic restruc- | 
turing of Indonesia's cumbersome in- | 
dustrial structure. Shroff wonders whe- | 
ther an active equity market would | 
make a worse job of it than the policy- | 
makers who took the Indocement deci- | 
sion. | 
€ GIVEN current contraints on the | 
stock exchange, the ADB sees the bond 
market as a more promising source of | 
long-term liquidity. So, evidently, does | 
the Indonesian Government, as at- 4 
tested by the virtual hammer-lock the | 
state-owned corporations seem to have | 
established on Bapepam approvals for | 
new bond issues. But bond interest is | 
taxed as well, somewhat dampening in- 
vestor enthusiasm. Throwing the mar- | 
ket open to a wider spectrum of issuers | 
and offering some tax relief for invest- | 
ors could help free up this potentially | 
rich source of long-term money. 

Bank of Indonesia figures show that 
deposits of one year or less comprise | 
fully 91% of the deposit base of the 
banking system as a whole. Evidently, | 
the repeated reassurances of cabinet 
ministers and of the president himself 
(in his National Day speech) have as- 
suaged short-term fears about devalua- 
tion, but left savers still nervous about 
the long-term prospects of the rupiah. | 
One-year interest rates have dropped | 
two points during the past month to set- | 
tle at around 17-18%, the long-awaited | 
result of the flood of rupiah from state — 
bank coffers. But the rates at eitherend | 
of the yield curve — the overnight rate 
and the long-term rate — have refused | 
to follow suit. 1 
Rupiah-dollar rates seem to have | 
stabilised on the strength of the presi- | 
dent's say-so. Foreign exchange mar- 
kets also seem to have taken some com- | 
fort from the Opec vacillations in July. | 
But no one is sure how long the current | 
calm will last. The recent Saudi decision | 
to discount its crude, putting pressure | 
on the spot prices, bodes further pres- | 
sure on the rupiah. Some feel the gov- © i 
E 









ernment would stand firm against a de- 
valuation before the middle of next | 
year. The question could come up for f 
review again, however, as early as | 
January, when the president gives his | 
next major economic address, the an- — 
nual speech on the budget. P 
e SHROFF noted last week (REVIEW, |- 
12 Sept.) that brokers are having diffi- | 
culty selling the recently announced | 
Seoul International Trust (SIT). That | 
unfortunately is wrong. Lead managed 
by British stockbrokers Vickers da 
Costa pe owned by Citicorp), the SIT | 
has in fact been fully sold. It is the Seoul 
Trust, launched simultaneously and 
lead managed by US securities house © 
Prudential Bache, that has stuck. 
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By Robert Manning in Washington 

he battle over US trade policy is in 

full swing as the US Congress, back 
at work after a summer recess, mulls 
over a protectionist agenda, while Presi- 
dent Reagan has begun his own “fair 
trade" offensive to head off congres- 
sional moves. 

Reagan launched his initiative with a 

28 August decision to reject any relief 

for the US footwear industry. While re- 

jecting both quotas and tariffs on im- 

ported shoes on the grounds that such 
| moves “would be detrimental to the na- 

tional economic interest," Reagan said 
that "free trade must also be fair trade," 
and instructed the office of the US 

- | Trade Representative (USTR) to inves- 

= | tigate a number of possible unfair trade 
1 ractices under Section 301 of the US 

rade Law. 

On 7 September, Reagan spelt out 
| the Section 301 cases — against Japan, 
| South Korea, Brazil and the EEC — 

which the USTR has begun investigat- 
ing for unfair trade practices. Reagan 

| has targeted Japan's leather, leather 
footwear and tobacco markets, South 
Korea's fire and life-insurance markets, 
the EEC's canned-fruit market and 
Brazil's computer market. The Japan- 
ese tobacco and EEC cases have already 
been ruled on in the General Agree- 
ment on Tariffs and Trade, and Rea- 
| gan gave both until 1 December to 
| alter their trade restrictions or face re- 
taliatory action, 
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1 (Australia) (US$85.7m) 
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| Hongkong H30June | HK$193m +10.3 
. | | Land (US$24.7m) 


Y 18June | A$40.37m +34 A$560.6m 
(US$27.7m) (US$385.3m) 
+5 
Y 30 Sept. | M$8.5m +230 | M$200m 
(US$3.4m) (US$80.2m) 
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US resumes debate over protectionist trade moves 


US tobacco producers argue that 
they could capture at least US$2 billion 
of the US$10 billion Japanese cigarette 
market if barriers were removed. Cur- 
rently, the US has 2.1% of the Japanese 
cigarette market. US trade officials say 





that if Japan removed its leather quotas, 
the US could sell some US$300 million 
in leather goods. The South Korean life 
and fire insurance market is worth some 
USS5 billion. 

A US trade bill passed by Congress 
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irst are cases carefully targeted by the 
administration to represent areas in thé 
hi-tech and service sectors, where thé 
E is most keen to pry open closed mar: 
(ets. - | 
Reagan is now gearing up for round 
two in his trade offensive, and is expect- 
ed to unveil a new package of measures 
before the end of the month including at 
least US$300 million in subsidised ex- 
port credits to put pressure on other ex- 
porters to curb such subsidies; new au- 
thority from d for a new round 
of Gatt talks, and setting a two- 
year deadline on trade disputes. 
But Reagan's moves would 
barely put a dent in the pro- 
jected US$150 billion trade de- 
ficit for 1985, and have so far 
not been sufficient to moderate 
congressional sentiment. Se- 
nate Republican majority 
leader Robert Dole  sajd 
Reagan's moves were “a goed 
first step, but not enough." A 
senate Republican source told 
the REVIEW: “Few are per- 
suaded by Reagan’s approach. 
He's more concerned with buy- 
ing off congress than with hav- 
ing an effective trade policy.” 
Privately, a senior trade of- 
fical conceded: “The percep- 
tion is that the administra- 
tion doesn't have a trade po 
only slogans of free trade. It's 
one thing to initiate 301 cases, 
and another to close them." j 
The conflict over trade appears to be 
a symptom of a widening chasm be- 
tween the administration and congress 
(REVIEW, 5 Sept.). While Reagan's top 
priority is tax reform, congress is more 
. 
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Buoyant performance in final quarter helped lift earnings 
despite heavy competition. 


Higher prices for nickel and gold plus Australian dollar fall 
boosted earnings. Current year outlook uncertain because of 
nickel's recent price fall. 


Lead and zinc operations continued to face tough times. 
Australian dollar depreciation brought losses on foreign 
borrowings, but boosted earnings. SE 
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to focus on trade to attack Reagan. 

Over the past five years, some 1.2 
million jobs have been lost in traditional 
US manufacturing. sectors, including 
steel, textiles, cars, and footwear. In ad- 
dition, the overvalued dollar has hit US 
farm exports severely. Al- 
though more than 6 million jobs 
have been -created under 
Reagan's tenure and unemploy- 
ment is 7% — a five-year low — 
these have been primarily in 
non-unionised hi-tech and ser- 
vice sectors. 


eeking not to be outflanked 

by the Democrats, congres- 
sional Republicans have put 
farward their own protectionist 
legislation. Jack Danforth, Re- 
publican, chairman of the 
senate trade subcommittee, for 
example, called the. footwear 
decision “a disaster for US 
trade policy.” Danforth now 
supports a! shoe-quota bill, and 
also says he will seek to revise 
Section 201 of the Trade Act. 
The footwear case was initiated 
under Section 201, the “escape 
clause” which permits relief for indus- 
tries injured by imports, regardless of 
fair or unfair trade practices, Under the 
present law, Reagan had the option of 
denying relief as not being in the US 
economic interest. But Danforth has hint- 
ed that he will try to revise the law to 
make relief under Section 201 mandatory. 
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import surcharge bill. Intro- 
duced by Sen. Lloyd Bentsen and Rep- 
resentative Richard Gephardt with the 
backing of powerful House Ways and 
Means Committee chairman Dan Ros- 
tenkowski, the bill would place a 25% 
surcharge on imports from countries 
with large trade surpluses with the US 
— initially, Japan, South Korea and 
Taiwan. Several Democratic strategists 
when pressed conceded to the REVIEW 
that the bill was not expected to be 
enacted, but was rather aimed at forcing 
Reagan to take some action. Nonethe- 





Dole: measures, not enough. 


less, the bill, which has more than 100 
co-sponsors in the House may pass, 
though Reagan has indicated he would 
veto it. 

Danforth and the Senate Finance 
Committee chairman, Republican Bob 
Packwood, have proposed a reciprocity 
bill aimed at Japan as a milder alterna- 


Ss EFFECTIVE EXCHANGE RATES; 
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tive. The bill as currently written would Y 


force the president to seek compensa- 
tion if Japan does not open its markets 
to offset the increase in US car imports. 
Well-placed sources told the REVIEW 
that Danforth has agreed to remove Ja- 
panese cars as the criteria for reciprocity 
and, instead, force Japan to reduce the 
trade deficit by USSIO billion over a 
three-year period. 

Danforth is also sponsoring a recip- 
rocity bill on telecommunications aimed 
at Japan. But negotiations with Japan 
on opening its telecommunications mar- 
ket have made significant progress, ac- 
cording to US trade officials, and the 
Danforth bill is unlikely to gather 
momentum. Danforth said recently that 
he felt the first protectionist bill to reach 
Reagan's desk would be the Jenkins 
Bill. Danforth and other key legislators 
have not backed this bill, which has 54 
sponsors in the senate and 290 in the 
House. There is talk of combining the 
textiles bill with the footwear bill to gain 
enough votes to override the expected 
presidential veto. According to Dan- 
forth, “it would be a close vote.” 

Ironically, US officials concede that 
the source of the trade problem are the 
administration’s macroeconomic poli- 
cies. USTR Clayton Yeutter said re- 
cently that “we have to deal with macro- 
economic policies; over half the trade 
deficit results from our fiscal policies.” 
But the US budget deficit is expected to 
remain at close to US$200 billion in fis- 
cal 1986 (ending 30 September), and 
Reagan is opposed to raising taxes. One 
senate Republican source said: “The 
choice for the administration will be, 
what protectionist legislation can it live 
with. Reagan's trade strategy is back- 
firing.” 

As the senate only returned from its 
recess on 9 September, congressional 
trade strategy is still in formation. O 













































































ble company results failed to boost prices or en- 
courage a return of institutional buying. The Hang 
. Seng Index extended its decline of the previous 
period to close at 1,550.83, down 65 points. Turn 

over wasa low daily average of HK$195.91 million 
- (US$25 million). A poor trade picture with its ad- 
- verse effect on the exchange value of the Hong- 

kong dollar may. brokers believe, make interest- 
rate rises inevitable. Circlus (formerly Sing 


Sept, 


SINGAPORE: The market seems to be falling into 
1 pattern of sharp drops at the beginning of the 
period followed bv sessions of slow recovery that 
never quite makes up the lost ground. This time, 
Fraser's Industrial Index opened the period with a 
all of 19 points to 3,843.14 and then rose again on 
he back of heavier trading to 3,878.71, before 


age trading volume was a more repectable. 14.21 
.some of the less well-known counters. " 

KUALA LUMPUR: During the four-day trading 
period, turnover rose sharply in the absence of 
entiment-dampening local developments before 
igs such as MBf and Chocolate | Products. 
daily trading was 16.6 million shares worth 
M$34.2 million (US$13.7 million). Most analysts 
eel the market has passed its heavily over-bought 


tuation of earlier this year but that interest will 


sent economic uncertainty. 






period, with the weighted price index closin 
8.24 points at 693.12. Investors ignored a mini-f 
nancial crisis in the form of a takeover by a gov- 
»rnment-controlled bank of the privately owned 





«the decline of recent months had bottomed out. 
< Always sensitive to trends in foreign trade, invest- 
ors were looking to improved fourth-quarter re- 
= sults under the impetus of the US Christmas buy- 
ing season. Volume leaped to more than double 
the levels of recent periods, as average dailv trans- 
actions amounted to NT$776 million (US$19.4 
million). - : 


i: SEOUL: Caution prevailed, with many investors 
; watching from the sidelines. Growing anti-góv- 


< index dropped by 1.08 points to close the period at 
» 134.95. Average daily trading volume declined by 
: 5.78 million shares to 16.53 million shares. By sec- 
tor, fabricated metal and mining shares gained 


and paper products, and pharmaceuticals. de- 


———————— 
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;settling back with a thump after the weekend to. 
finish 7.46 points down overall at 3.854.71. Aver- | larl 
sharply- : 

(US$27.5 million) sale of its 6% stake in British 
“brewer Allied-Lyons should the A$3.4 billion 
: Elders bid for Allied not proceed. The All- 


million, helped yet again by heavy movement in 


receding amid strong interest in speculative list- 


Bolstered by a good Wall Street close, average. 


ontinue to focus on bargain-hunting in the pre- 


Overseas Trust Corp., after it experienced finan- 
- cial difficulties. The feeling in the market was that | 


- 3.65 points and 3.62 points respectively. Paper 


clined by 7.42 and 6.73 points respectively. Nota- 


HON GKONG led declines among Asian 1 jarkets for the p 


IONGKONG: Trading was dull amid nervousness | 
yer further local interest-rate increases, Favour- - 














Tyr 


fears 





riod to 9 Sept. amid 


of rising interest rates. Japan wasa target for profit-takers. Taipei led gainersina de- . 
termined effort to pull itself out ofthe doldrums. ^ — — 2 


ble gains during the period included Chinhung In- 
ternational which rose Won 35 (4 US cents) to 


: Won 145 a share. Doosan Glass lost Won 175 to 


“Tao) was well-received on its debut day on 9 | 

















TAIPEI: The market rallied strongly again in the. | 


f- 


; ernment demonstrations on campuses opening for. 
* the fall semester had some effect. The composite f 






amounted to 1.25 mi 
Baht 296.97 million ( 


Won 1.025 a share. 


TOKYO: Trading was dull, averaging a daily vol- 
"ume of just 263 million shares. The Dow Jones 


Average slid moderately, closing the period. at 


12,455.72 points. Amid rumours of bigger military . 
spending, defence-relatéd issues were among the - 


few to excite investors. Pharmaceuticals, anti- 
cipating a spate of new product announcements, 
also drew attention, Blue chips lost after electrical 
companies revised their earnings forecasts down- 





^ amid speculation about a A$40 million 


Industrials Index. leapt 28.4 points to a record 
1,397.5 while the Metals and Minerals Index rose 
only 3.2 points to 529.5. Following the previous 
period's” strong rise, gold stocks eased, with 
the Gold Index finishing 21.8 points lower at 
1,046.8. = 4 l 


NEW ZEALAND: Trading was volatile. The mar- 


ket recovered at mid-period but eased towards the 
close. There has been some marked thinning in 
turnover which suggests that investor uncertainty 
has increased. Corporate results for the year to 
June were mixed with exporting companies re- 
porting à difficult final quarter owing to the strong 
New Zealand dollar, The market is expected to 
continue volatile in the coming period. — 







MANILA: ^ transaction worth P16.68 million 
(US$896.774) in Insular Bank of Asia and 


America on 9 Sept. accounted for 52.5% of the: 


period's total turnover of P31.79 million, up from 
the previous period's P7.85 million. Share prices 
ended mainly higher though investors remained 
highly selective. All Manila market indicators 
posted gains — the mining index was up 4.78 
points to 665.16, the commercial-industrial indi- 
cator rose 12.18 to 153.66, and the oil guide inched 
up 0.019'to 0.803. 


BANGKOK: The market opened firmer but failed - 
to keep up the momentum. An attempted political | 
| coup towards the end. of the period caused sus- 


pense and depressed sentiment further. The Book 
Club Index closed at. 134.82, up 0.33 of a point on 


the period. Thai Plastic & Chemical was the | | 


biggest gainer followed by. Bangkok Bank and 


| Crown. Seal. Losers were Strong Pack, Union 


Asia Finance and Vidhayakom. Total volume 


lion shares, valued at some 












510,91 million). | | 9e 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
‘these events, compiles analyses and interprets them. 


executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 


of / Asia at your ApS as TOS the Asia Yearbook. 


ow in Its 26th Edition 


ry, is bigger and more comprehensive than ever 


roduce a book that anyone who has any dealings with 
sia should have on the bookshelf. 


he BAS 1985 Yearbook includes a newcomer to every 
hapter — the Databox which givés an instant glance of 
ssential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment. Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific ane. Aman 
Organisations. 


The main body of the book contains chaplers i oh 31 
. countries. Each is divided into 3 sections — Politics/ 
-. Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging trom Afghanistan through China, to 
. Korea and Japan, down through the Philippines to 
* Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia: 


<- CAs in the past, the Yearbook has an abundance of 
_ charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
- country has a new map to go with its chapter. 
























= Country-by-Country Analysis | 
‘Each country is discussed with up-to-date reviews of its 


and infrastructure. The Yearbook. gives. y 
hn hand information on nd from 










No businessman can afford to ignore them. Nor can any- 


the Asia 1985 Yearbook, celebrating its 26th anniver- - 


fore. Matching the rapid pace of Asian development, - 
ve have gone into greater detail, with deeper insight, to - 


Politics and Social Affairs, Foreign Relations, Economy 


=== minus the mystery, - 
zx — minus the myth: 


nedium puts the economic, social and political realities . | 


- «keep the Asia Yearbook pertinent. To give you. | 
- minus the mystery, minus the myth. To give > yO! As d | 
i only the Far Eastern Economic Review can. l n 





} 


| 


and social and cultural landittarks. Each section has 
also been supplied with a set of.vital statistics compiled | 
against a master questionnaire provided: py Yearbook ` 
experts. | 


How We Didit | _ - 
Published by the Far Eastern Economic Review, the 


f Yearbook i is the result of thousands of man-hours spent. 


every year. Every week, the Reviews correspondents 
provide on-the-spot reports from every major Asian - 
capital. From Islamabad to Tokyo, Peking to Canberra. 
and virtually every area of interest throughout Asia. This: 
leading team of writers, analysts, experts and research — 
staff contribute (as they have regularly for 26 years) to - 












“Soft Cover: HK$170/US$21 95/£20/S$49. 50/M$56. 50- 


Hard Cover: HK$200/US$25.95/£23.75/S$58. 50MS67 - 


. For airmail delivery, please add: 
. HIKSAS! US$6/£5/S$13/M$15 













To: Publications Division. 
Far Eastern Economic Heview, 
G.P.O. Box 160. 
“Hongkong 


—— CODONTIIC 


Farb 













Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for 
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A major new drive by developers in 
Hawaii is being vigorously pro- 
moted as a means of swinging the is- 
land-chain’s economy out of the dol- 
drums and setting it on a course to pros- 


vate 

„The groundwork is being laid for 
nine new resorts on six islands which 
would add 15,000 hotel and resort con- 
dominiums to Hawaii's current 65,000- 
plus inventory by the turn of the cen- 
tury. 

And, though a single spade of earth 
has not yet been turned, the projects’ 
influence is already trickling through 
the economy, promising work to hun- 
dreds of engineers, architects and 


planners, and a considerable job-crea- 


tion potential within what has been con- 
ceived as a flourishing tourist indus- 


try. 
In large part, the pro-development 
thrust reflects Hawaii's lack of econo- 


"- 


Waikiki beach: attracting the tourist dollar. 


mic options. With a steady outflow of is- 

landers to the US mainland each vear, 

unemployment is a real concern to this 

community. Governor George Ariyoshi 

has made economic diversification a key 

dim for a number of years, but so far it 
as not happened. 

Many of the island's sugar planta- 
tions are losing money or only just sur- 
viving with the help of the 18 Ü cents a 
pound US subsidies. Pineapple, too, is 
declining, following the closure of Del 
Monte Corp.'s plantation on the island 
of Molokai last year. 

Thus, increasingly, Hawaii has 
been turning to tourism as the life- 
raft for its economy. And there have 
been some encouraging signs: last year 
more than 4.8 million tourists — includ- 
ing 1 million Japanese — landed on the 


102 


MADE spending in excess of US$4 bil- 
ion. 

(Japanese visitors are particularly 
cherished: their average daily spending 
in Hawaii in 1983 was US$227.3, com- 
T to an average daily spending of 

S$85.9 by North American and Euro- 
pean visitors. ) 

Even despite a month-long strike by 
United Airlines’ pilots which brought 
tourism to a standstill in June, arrivals 
have taken another upswing this year. 

Particularly significant has been 
the growth in the number of well- 
heeled independent travellers to the is- 
lands, many of whom are forsaking 
glitzy Waikiki on the island of Oahu — 
the traditional tourist hub — for quiet- 
er, less-crowded resorts on other is- 
lands. 

And this is the market which the de- 
velopers are seeking to exploit. They 
believe, moreover, that their bold 





schemes will make the government's 
target of 8 million visitors annually by 
the year 2000 a reality. 

One developer put it like this: 
"Hawaii is involved in a war of tourism. 
We're being attacked by magnificent 
places worldwide . . . we must reach out 
and touch people in a special way. At all 
levels we have got to be bold and crea- 
tive — the world market insists upon it.” 
He strongly believes that "super re- 
sorts" are the answer. 


H old and super would seem to be the 
operative words. One of this de- 
veloper's three schemes involving 
major expansion and renovation of 
existing hotels will feature a 210-ft- 
diameter swimming pool, a 1,400-ft 
crushed marble and mosaic promenade, 








five miles of paths for horse-drawn car- 
riages and a Jack Nicklaus-designed 
golf course. 

Another of his projects — to rise 
from the centre of the exisiting Kaana- 
pali resort district on Maui — will pro- 
vide one of the world's largest and most 
elaborate swimming pools which will 
meander around an island and feature 
cascading rapids, slides, waterfalls and 
grottoes. 

A proposed US$2 billion, two-mile- 
long resort complex for West Beach, 
west of Pearl Harbour on Oahu, 
will provide 4,000 hotel rooms, 
5,200 homes, a marina, four beach 
lagoons, parks, a golf course and a 
Hawaiian cultural centre. 

Three of the proposed luxury 
projects are expansive Disneyes- 
que resorts; a fourth would include 
at least eight hotels, a marina and 
four man-made beaches; a fifth in- 
volves expansion of a current re- 
sort from one to four hotels and 
construction of thousands of con- 
dominiums. 

There is one scheme for 
Molokai island and two major re- 
sort proposals for Lanai, the virtu- 
ally undeveloped island owned by 
pineapple growers Castle and 
Cooke Inc. (Since its merger with 
New York-based Flexi-Van Corp., 
in July, the company has made 
development of Lanai's first resort 
a top priority.) 

Filipino immigrants who make 
up much of Lanai's 2,000 popula- 
tion favour the projects, believing 
they may stem the tide of youth 
leaving for other islands and the US. 
Indeed, from tip to toe of the island 
chain, support for these projects to 
galvanise Hawaii's tourist industry is 
strong. 

There are, however, some dissenting 
voices. At public meetings, fears have 
been expressed that the new surge of 
development would drasticálly change 
rural Hawaii's lifestyle. David. Stan- 
nard, professor of American studies at 
the University of Hawaii, contends that 
a development of West Beach would 
create “an island of wealth surrounded 
by a sea of poverty." 

Another opponent added: *We sup- 
port our workers and we want our child- 
ren to have jobs, [but] our children 
don't want to scrub toilets for tourists. " 

— Paul Addison 
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Cutting costs without cutting 
corners is important to success in any 





business. But how to achieve such a Cost 
goal? comparison savings 
One sure way is to obtain a per 5000 


41,1% 


TOREM a a Tiana | - burning hours 
copy of Philips’ new publication: 


‘The Benefits of Better Lighting’. 

It describes how recent advan 
ces in lighting technology can make 
good business sense. 

By reducing energy costs up to 
75%, tor example, without any loss 
of light output or quality. 

Or cutting lamp maintenance 
costs by a factor of five. Or how 
suitably lighted environments can 





enhance comfort, promote sales, and 
increase productivity. 


po— 





w 
SU lamp 


Light relief in balancin 
the books. 


In short, it describes how 
Philips’ new-technology lamps and 
luminaires can offer light relief in 
balancing the books. 








For your free copy of ‘The 
Benefits of Better Lighting’, write to: 
Philips International BV, Marketing 
Services Lighting Division EC2/FR 02. 
5600 MD Eindhoven, The Nether 
lands. 


Lighting Leadership Worldwide. 


PHILIPS 
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Put your plans into our facsimil 


Plans, data, designs, layouts, correspondence — they're the lifeblood of 
your business. Clients await them. Branch offices need them. Vendors depend 
on them. Isn't it time your busy office found a way to transport documents 
in seconds, instead of hours, or days? 

Its here. The Panafax UF-400 facsimile by Panasonic. Compact. 
Economical. Simple to operate. And every bit as fast as any facsimile on the 
market (9,600 bits/sec). It can send a document halfway around the world in 
half a minute. 

What's more, it's versatile, being able to poll, or summon, a document 
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and put them into action. 


from another facsimile machine. Reverse polling— polling after document 


transmission —is automatic. And all in a unit that will fit into even the most 
crowded office. 


The Panafax UF-400. Let it put your plans for success into action. 


Pana 


tasonic 
Office Automaton M] 
=, HR 


Panasonic, along with National, is a brandname of Matsushita Electric. 





: Subscribe now 
The Oriental, Bangkok. || se-:0r22 rm 
Something to write home FarEasternEconomie 


about since 18/6. JA LATI 

























JETSPEEDED RATES 
Indonesa US$58 00 
lapar ¥ 22. 500 00 
Malay MS$ 150 OF 
Nepal U5$64 0t 
P akistar Hs 790 Of 
Phiippir ne US$49 00 
€ US$16 00 USS5 
Restot Asia USS71 00 55870 00 
NorhAmerca | US $26 50 USSE 00 
esiri N — NZST 15 0i 
Cem T — USS35 50 Uus$118 00 

Joseph Conrad, SURFACE MAIL RATES 





Noel Coward, Somerset 
Maugham. These names 
spring most readily to mind 
when thinking of The Oriental's 
litany of literary:minded guests. 
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Elsewhere 


Our most flattering write-up how 
ever, appeared not in a work of fiction, but in 
the authoritative pages of the ** Institutional 
Investor", which asked a hundred prominent 
international bankers to nominate the world's 
best hotel. 


... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


They chose The Oriental and have contin- 
ued to do so for the last three vears. 

From The Oriental, you're 5 minutes from down- 
town. And mere seconds from sailing across the River of 
Kings to dine on Thai cuisine and feast your eyes on a 
classical dance performance. . . or to our health centre and 


Rate: Soft cover USS21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 


sports complex. coupon 

Within our gardens are two swimming pools, and — — metn S 
within our hotel, both the renowned Normandie and Lord 
Jim's seafood restaurant. | Piense enter my subscription tor 


| 3 months 
6 months 


| hs 
| 
| 
| 


True, we offer only 400 rooms. Buy you will enjoy 
the distinct advantage of a devoted staff of 1000. 


Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery, 
please add: USS6/HKS45 


Paymento! — is enclosed 





The Oriental, Bangkok 


A member of Mandarin Oriental Hotel Group 


Address 
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vad r i rt I 
Hong Kong: The Mandarin. Bangkok: The Oriental. Manila: The Mandarin, Jakarta: The Mandarin | Jetspeedec Surface mai 
Macau: The Oriental. Vancouver: The Mandarin. Singapore: The Oriental (1986) | Cheque payable to Far Eastern Economic Review enclosed 
Kuala Lumpur: The Oriental (1986). San Francisco: The Mandarin (1986) To: Circulation Manager 


Hong Kong: The Excelsior, an Associate of Mandarin Oriental | 


Far Eastern Economic Review, GPO Box 160, Hongkong 
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The Business Classth t 








always flies according to 





©) Lufthansa 


German Airlines 


The Look of Success 





How do you measure prestige and value in a car? Do you look for 
world:beating safety and outstanding quality? Do you look for 
performance, handling and legendary reliability? Do you look for 
unequalled durability based on superb workmanship? Do you look for. a 
host of built-in luxury and comfort features? 

If so, what you're looking for sounds remarkably like the cars In 
the new Volvo 760 series and 740 series. 

But don't just take our word for it. You can visit your nearest Volvo 
showroom and see for yourself. 

There's the versatile 740 GLE, and the exciting 740 Turbo. The 
luxurious 760 GLE and the high performance 760 Turbo. All of them 
safe, reliable and very Volvo. 


VOLVO 


For further information, please contact. BRUNEI! United Motors Sdn Bhd, Bandar Seri Begawan, HONG KONG: Cimbria Motors Ltd 
INDONESIA: Pt/Central Sole Agency, Jakarta, JAPAN: Teijin Volvo Corporation, Tokyo, MALAYSIA: Federal Auto Holdings Berhad, Kala Lumpur 
SINGAPORE: SM Motors Pte Ltd. SOUTH KOREA: Arlee Associates Ltd, Seoul. TAIWAN: Cannon Taiwan Limited. Taipei. THAILAND. Swedish Motors Corporation Ltd 
Bangkok. For personal export, please contact your nearest Volvo Dealer or Volvo Tourist & Diplomat Sales, S-405 08 Goteborg, Sweden 


When you write your 
valuable data on disks, 
you want to be sure you 
get the right disk. The 
"brain cells" of our mag- 
netic disks are special 
oxide particles so small 
and so extraordinarily 
uniform that we can 
create a very dense oxide 
layer to increase storage capacity — our heat-resistant 
Jacket protects your data against high temperatures, resists 
deformation, and has a special fabric liner that continually 
cleans the disk 

Every track of every floppy is certified error-free for all 
our 4 sizes: 8", 5'4”, 3'2”, and 3". Say bye bye to 
dropouts and hello to reliability your data deserves. Maxell 
floppies are indeed the write stuff 



























When every bit counts, it's Maxell. 


LUBRICANTS IN EXCLUSIVE HEAT MAXIMUM 
OXIDE LAYER RESISTANT JACKET RELIABILITY 


Maximum Reliability 





= — 
— esee Ltd.: 1, Ginza, Chuo- kyo 104 Phone: (03) 564-0801 Telex: J26391 M/ L Maxell "ope E uel-Leutzt y Phone 
x. 8587288 Maxell (U.K.) Ltd.: ! Tyburn Lane, Harrow Mi dd HAT AH a ited h gdo f -0688 Te 7 Hitachi Maxell, [t Hong Kong Branch: : rid 
Commerce Centre, Harbour City, Phase 1, Canton Road, Kowloon, Hi Pt 4 MXLI HK Hitachi manat, Lid. Kuwait Office: í MA ng Store, W.L.L., PO Box N 


1154, Kuwait, State of Kuwait Phone: 444882 Telex: MAX441 Y Hitachi Maxell, Ltd. “pect Office: Hitachi (Singapore)! td., 1 sit Panjang f Id # | 1-03 P: A Multi-Storey Complex 


t . m , C4 ^ " 4 
singapore hone 2730838 Telex: 21216 









A first rate 
reputation. 


It means 
the world 


Em N 
EANNA 
SN * 


— the base on which to build a global 
QE S network of offices in 22 countries 
= IE = to serve our clients better. Today, our 
3 | clients need a bank that can deliver 
a comprehensive range of sophisticated 
international services supported by the 
latest communication systems. 

Westpac delivers both. 

We're expanding our network, 
particularly in Asia and the Western Pacific, 
the fastest growing region on earth. 

So we can truly live up to our 
reputation as Australia's world bank. 











Stuart Fowler, Westpac's 
Chief General Manager, 
Corporate & International. 


+.. -— mon 


“From my perspective, 
reputation is everything. I can’t 
think of a greater asset in the 
world of global banking than a first 
rate reputation. At Westpac our 
reputation is based on Australian and 
international strength. 

We are Australia’s largest and 
most experienced banking group. 









And globally we are a major 

banking force, ranking 68th in the AQ a g 

world by assets, 43rd by shareholders? : 

equity and 20th by profits* | e sU D d C 
We have used this reputation as — Australias wor ld bank. 


"Source: The Banker Magazine, July 1985. 
Westpac Banking Corporation /m—. x 
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Hotel Shilla: ' 


A Memorable Exception 





In the heart of Seoul, the Hotel Shilla, 
surrounded by beautiful wooded gardens. renders 
a traditional Korean ambience inspired by the 
renowned Shilla Dynasty. 


A free shuttle bus runs to the airport 5 times 
daily and around town every 15 minutes. 


For large scale conventions we offer 738 suites and rooms, 
16 banquet rooms including the fabulous Dynasty Hall. a 
wide range of international restaurants to suit "y 


culinary taste, indoor and outdoor swimming pools, and 
a health dub. 


For Reservations: See your Travel Agent and our Hotel Representatives eHotel 
Shilla Sales Office: * Tokyo: (03) 586-7571 «Osaka: (06) 271-7571 «Fukuoka: 
(092) 781-3171 *«Odner Hotel Representatives: «Hong Kong: (5) 262251 
e Taipei: 5515933 eSingapore: 2353474 «Bangkok: 2521181 eJakarta: 322849 
«Manila: 817631 «Kuala Lumpur: 424177 «Colombo: 548030 ¢ The Leading 
Hotels of the World Reservation Centers: *Australia (except Sydney): (088) 
222-033 (tol! free) «Sydney: 233-8422 Hotel Okura Chain, Nikko Hotels 
International, John A. Tetly Co. 





— 
Kovel Shilla 


Seoul, Korea 


202, 2-Ga, Jangchung-Dong. Chung-Ku, Seoul, Korea 
Tel. 233-3131 Cable: HOTELSHILLA 
C PO Box 7000 Telex: SHILLA K24257 24160 FAX: 233-5073 


one of The Jeading- Hotels of th® World: 


HOTEL MERIDIEN 


SINGAPORE. 
SIMPLY ENCHANTING. 





Come to Hotel Meridien Ac 


Singapore, the only 

international deluxe hotel in the heart of Singapore's 
Orchard Road that offers the unequalled style and elegance 
that is Le Raffinement. 

You'll feel it everywhere. 

From the unpretentious sophistication and culinary 
excellence of Le Restaurant de France to the unashamed 
style and comfort of our deluxe suites. 

Add to this all the facilities you've come to expect from 
an international hotel and you'll begin to understand why 
Hotel Meridien Singapore is the natural choice for 
discerning visitors to Singapore. 

Le Raffinement. Experience it now in two superb hotels 
in Singapore. Hotel Meridien Changi-Singapore and Hotel 
Meridien Singapore. 


For reservations, contact your travel agent or the Hotel Meridien Singapore, 100 Orchard Rd 
Singapore 09294 Felephone 7332878. 7338855. Telex: RS50163 HOMERI 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL COMPANION OF AIR FRANCE 








LETTERS 


Invasion issue 


Lincoln Kaye's informative report from 
East Timor [8 Aug.| is very timely pre- 
cisely because the special committee on 
decolonisation ts again deliberating on 
the issue of the Indonesian invasion of 
East Timor in preparation for the 40th 
UN General Assembly. 

No vote was taken on the issue in the 
last general assembly in the hope that 
the secretary-general could use his good 
offices to bring about proximity talks 
between Fretilin and Indonesia by the | 
lOth anniversary of the invasion. It re- 
mains to be seen if this is possible, but 
certainly the issue is very much still on 
the UN agenda, in contradiction. to 
Kaye's statement. 

The recent information from jour- 
nalists among the handful permitted 
into East Timor on guided tours over 
the past decade will no doubt be an im- 
portant part of the evidence before the 
UN committees in the absence of an 
official international scrutiny. 

Fife, Scotland Susanne Roff 





The sensitive version 


| was not at all surprised to see that lan 
Buruma authored all the articles for the 
COVER STORY on Japanese versions 
of history [15 Aug. ]. 

Buruma's informed and sensitive in- 
sights are a welcome relief from the sup- 
erficial, cliche-ridden stories found in 
other weekly journals and even dailies 
covering Asia. 

I hope the REVIEW will continue to 
employ the talents of Buruma. I look 
forward to reading more. 

Atlanta, Georgia David R. Jensen 


Minority dues 


| do not wish to question the statistics 
Encik Salleh bin Sabtu has tervently 
provided [LETTERS, 5 Sept. |]. However. 
he lacks understanding of politics and 
he tends to get a little carried aw: Iv. 

Malavsia's New Economic Policy is 
necessary. No one can deny a majority 
their rights. Similarly, a minority must re- 
ceive what is due to them. This is vital to 
the stability of any nation. The Indian 
community is not demanding an im- 
mediate slice of the economic pie. What 
they urgently need is basic facilities such 
as better educational opportunities, 
especially for backward Indian groups 
in the agriculture sector. 

Comparing Malaysia with Singapore 
in this context is irrelevant. Singapore's 
domestic economic policies are liberal. 
They have not made any major attempts 
at restructuring. The Indian community 
has faith in Malaysia and its govern- 
ment. However, a government earns 
faith, it does not demand faith. There is 
a big difference between the two. In the 





some people are already 


well acquainted with 
Australia’s offshore expertise. 





A competitive spirit. 
In late September 1983 the eyes 
of the world focused on Newport, 
Rhode Island, where the unthinkable 


was about to happen. 


After 123 years, America was 
to relinquish the blue riband of 12 
metre yacht racing. 


In a sport that owes as much to 
high finance and technology as to 
dedication and skill, Australia won 
the America's Cup. 


If this was to become world 
news, then another Australian 
achievement was to create just as 
'many waves in the financial world. 


The Commonwealth Bank of 
Australia had just been awarded a 
coveted Aaa + AAA long term 
credit rating, the highest available. 

An international perspective. 

To put this into perspective, of 
the top 500 banks in the world, a 
mere handful have ever achieved a 
triple-A credit rating. 

Of course, ongoing affirmation 
of a bank's financial strength is 
dependent on its ability to maintain 
performance. 


In this regard, the last four of the 


Commonwealth Bank's bond issues 
have been rated triple-A by both 
Standard & Poors, and Moody's 


[Investor Services Inc. 
Leaders in technology. 


This year sees new consortia 


from many nations searching for the 
financial and technological resources 
which could give them the edge in 
the forthcoming defence of the 
America’s Cup. 

And this year Australia has 
already seen one breakthrough from 
the Commonwealth Bank. 


Simply, our local customers can 
do their banking from home. 

Everything from paying bills to 
making travel enquiries. 

They can monitor the money 
markets, view statements, transfer 
funds and balance accounts, using 
their own telephone, TV set, and a 
small keyboard. 


Very few banks operating in 
the international market have the 
technology necessary to facilitate 
this service. 


(Remember, too, that in doing 
this the Commonwealth has had to 
overcome Australia’s vast distances 
and communication problems.) 


Onshore experience. 


In fact, you could argue that it’s 
the very size and complexity of 
Australia’s own banking needs that 
makes the Commonwealth such 
a viable option for overseas clients. 

Our local experience ranges 
from the urban market: from finance 
and investment, through our 
manufacturing and service industry 
clients, out to the vast rural sector 


_ i D - 


and highly specialised needs of the 
mining community. | 

It's the sort of local knowledge 
denied many other nations, and 
this means we can staff our overseas 
offices with experts who have an 
everyday working experience of the 
problems and opportunities faced 
by many of our clients. 

Offshore strength. 


This combination of diverse 
expertise, proven technology and 
financial power, backed by the more 
traditional virtues of security and 
discretion have become increasingly 
attractive to potential overseas 
customers. 


To this end, we have recently 
opened a representative office in 
Frankfurt to further expand our 


'offshore' presence. 


It joins our other overseas 
Commonwealth Bank offices in 
both offering and arranging intro- 
ductions to a complete range of 
major financial services. 


Proving that Australia’s offshore 
strength isn't confined to eleven 
yachtsmen. 


For further information, please 
contact your local Commonwealth 
Bank representative office. 





CB 624 


Sydney; Tel. 61/2) 238 3155. Telex 20345. New York: Tel. 1 (212) 599 1000. Telex 238550. Los Angeles: Tel. 1 (213) 6894702. Telex 4720573. London: Tel. 44 (1) 6000822. Telex 883864. 
Frankfurt: Tel. 49 (69) 29 0166. Telex 6997284. Tokyo: Tel. 81/3) 2137311. Telex 28167. Hong Kong: Tel. 852(5) 286441. Telex 60466. Singapore: Tel. 65 224 3877. Telex 20920. 





The world's most 
respected name in 
writing instruments. 
Lifetime mechanical 
quarantee. 


CROSS 


SINCE 18465 


A. T. Cross Export Company 
Lincoln, Rhode Island 02865 U.S.A. 


























National Front, Indians play an insig- 
nificant part. Samy Vellu is the only 
capable leader the Indians have had 
since independence. If not Samy Vellu. 
who will speak for this backward com- 
munity? 


Finally, a good politician is a leader 


in his own right. He does not have to be 
equated with a celluloid hero. And he 
does not bow before another politician, 
Kuala Lumpur Mathew Jacob 


I fully agree with Salleh bin Sabtu's Les- 
son in practical politics. However, | 
would like to go further — in case Samy 
Vellu does not leave the National Front 

by urging the bumiputras not to vote 
for Samy Vellu's Malaysian Indian Con- 
gress candidates in the next general 
election. 


Kuala Lumpur M. Zain Ahmed 


Pacific rim equity 

SHROFF [19 Sept.] stated that the Seoul 
Trust, lead managed by ourselves, “has 
stuck." I am afraid SHROFF is wrong. 
Not only was the issue fully placed, but 
the demand was such that, in fact, the 
suggestion was made to the South Ko- 
rean Ministry of Finance that we should 
be permitted to increase the size of the 
offering. However, this was not al- 
lowed, so we remained at US$30 mil- 
lion. 








between business 
and pleasure 
in Bangkok. 





ALBUQUERQUE. AUCKLAND BANGKOR 


Now. there’s no need to choose 





CHICAGO. DUSSELDORF. FIL HONG KONG. KUALA LUMPUR. LONDON 


BANGKOK 2516127, TELEX TH20004; HONG KONG 3-663361; 


Our clients, along with many others, 
are waiting with eagerness for the 
further opening of the South Korean 
equity market. While recognising the 
inevitability of economic cycles and 
knowing the City of London’s propen- 
sity to over-compensate, we continue to 
believe that there is more magic to come 
from the Pacific rim [SHROFF. 12 


Sept. |. Job Frowein 
Managing Director 

Prudential-Bache 

New York Securities International 


e SHROFF replies: We accept that the 
Seoul Trust was fully placed but reliable 
sources tell us that this was achieved only 
with substantial aid from at least one 
broker outside the original syndicates, 


Multi-racial faith 


The REVIEW falls short of its usual high 
standards of objectivity in its coverage 
of recent political events in Sabah [15 
Aug.|. In particular. the Kadazan point 
Of view ts either ignored or seriously 
misrepresented. 

By saying the Kadazans feel the 
should rule Sabah “since Sabah is the 
only place on the face of this earth 
where there are Kadazans” you not only 
mislead readers but insult the intelli- 
gence of the Kadazan community 
Kadazans are well aware of the foolish- 








At the heart of the most 
fashionable business, 
diplomàtic and residen- 

tial district, The Regent 
provides the ultimate 
location for your stay 

in Bangkok. 


the 
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A REGENT * INTERNATIONAL HOTEL 
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SINGAPORE 7373555; TOKYO 03-211-4541 OR SEE YOUR TRAVEL PLANNER. 











DINERS CLUB 
INTERNATIONAL 


o» 


3818 345518 0009 





The few times l've needed emergency 
cash, could rely on my Card. 









LÀ 


As a Diners Club member, 
you can walk into any spe- 
cially designated Citibank 
branch, participating bank 
or Diners Club office 
worldwide, and get the 
cash you need in an 
emergency. There are 
over 1,700 locations in 
over 70 countries that 
offer this service. 

And that's just one of a 
world of services from 
automatic flight insurance 
to out-of-town office 
facilities. No wonder 
millions of travellers 
enjoy the privileges and 
services of the Club 
designed to meet the 
needs of the frequent 
traveller—The World Club. 


DINERS CLUB © 
INTERNATIONAL 


THE WORLD CLUB 







Introducing 
the Regency Terrace 
The new sun-spangled 
wing of Hyatt Regency 
Singapore is a resort in the A 
heart of the city, complete with an : "M 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. A bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 
For business or pleasure, the Regency Terrace is a spectacular touch of Hyatt. 
Don't you WISH 
YOU WERE 
HERE.™ 


rae’ 
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HYATT REGENCY(S)SINGAPORE 


For reservations call 7331188 in Singapore or contact the nearest Hyatt or Travel Planner. 





ness of such a notion as there are at least 
a dozen other ethnic groups, exclusively 
indigenous to Sabah, which could then 
make the same ridiculous claim. 

Kadazans for the most part support a 
multi-racial approach to government 
here. This is borne out by the fact that 
mostly Christian Kadazans kept the 
Muslim-led Berjaya in power for nine 
vears. It was only the near-dictatorial 
leadership of Harris Salleh that turned 
the Kadazans against Berjaya, and nota 
loss of faith in multi-racialism. 

Before lumping Kadazan-led Parti 
Bersatu Sabah (PBS) together with 
United Sabah National Organisation 
(Usno) as a racial party, it must be re- 
membered that PBS has, from the start, 
advocated multi-racialism and has pro- 
claimed itself to represent all groups in 
Sabah. Usno. on the other hand, has 
openly admitted being concerned with 
the interests of just one community, If 
PBS’ numbers at present seem lopsided 
in favour of Kadazans and Chinese, it is 
not due to party ideology but to Usno's 
pull on many Muslims. 

Through the democratic process, 
Sabahans have fairly and peacefully 
elected a government headed by a man 
who happens to be a Kadazan and a 
non-Muslim. Is that really so peculiar in 
a state where Kadazans are by far the 
largest ethnic group and where non- 
Muslims outnumber Muslims? Or ts it 
peculiar that it has never happened be- 
fore now? 

Kota Kinabalu, Sabah Gerard Nungang 


Wrong signal 


When reading your article on a freeze of 
Sweden’s arms exports to Singapore 
[5 Sept. ]. I noted with surprise that I was 
quoted as saying: “Our action should be 
seen as a signal, a warning to the gov- 
ernment of Singapore. ^ 
The statement I have given on this 
matter was to the Swedish daily, Dagens 
Nyheter (20 Aug.). in which I was cor- 
rectly quoted as saying: “This measure 
should not be seen as a signal to the Sin- 
gaporean Government.” 
Jorgen Holgersson 
Chief Legal Officer 
Trade Department, 
Stockholm Ministry for Foreign Affairs 


e We regret the inadvertent dropping of 
the negative. 


Dutch finance 


| should like to correct a small error in 
vour article on Dutch financial institu- 
tions in Indonesia [FOCUS, 22 Aug. |]. 
First, a full branch and a sub- 
branch of the Algemene Bank Neder- 
land has been operating since 1970 in 
Jakarta. Secondly, there are well-estab- 
lished representative offices of the 
Amsterdam-Rotterdam Bank NV and 
Pierson, Heldring & Pierson NV, be- 
sides a representative of the Dutch-estab- 
lished and Amsterdam-domiciled but 
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SHANGHAI TOYS 
ARE GOOD TO 
HANDLE 





Shanghai Toys mix pleasure with education. They are welcome by 


children and parents alike and are children's best friends. We 
welcome enquiries from all over the world. Shanghai Tovs are not 
only good to handle, they will also serve the educational purpose. 
Our company is a truly sales and manufacturing integrated 
company — we have budgeted the traditional gap between sales 
and manufacturers by putting on marketing forces and toy makers 
under one company. 

The biggest toy maker and seller in China, our toys are now 
delivered to children of 120 countries throughout the world. 

We are now making toys of all sorts and can also make tovs to 
your specifications or samples. We can also co-operate in licensee 
operations both in relation to designs and brand names. 


We are just as adoptable and flexible as our toys. We welcome 


professional toy merchants all over the world to come and handle 


Our Toys, 


Shanghai Toys. Quality and reliability that is reaching around the 
world. 


SHANGHAI TOYS IMPORT & EXPORT 
CORPORATION 

Address: 165 Puan Road, Shanghai, China 

Tel: 262640 

Cable: CHINATOYS SHANGHAI 

Telex: 33037 TOYS CN 
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Indonesian-owned Indover Bank (In- 
donesian Overseas Bank NV). 

Thirdly, there is equity participation 
by Dutch banks and financial institu- 
tions in Indonesian non-bank financial 
institutions or merchant banks: namely 
Mees & Hope (investment banking): 
Dutch Finance Company for Develop- 
ing Countries (development banking): 
and the Friesche Hypotheekbank (mort- 
gage banking). For a small country | 
would say that Holland is pretty well re- 
presented in Indonesia. 

Jakarta P. Poegoeh 


Malaysian fantasy 


Like K. Das, I too saw Kee Thu: in 
Chye's play /984 — Here and Now [22 
Aug.|. But Kee's Malaysia of 1984 
failed to impress not so much because of 
technical defects but because he tried to 
cast Malavsia in his own fantasies; it is 
basically a projection of his own fears, 
seeing phantoms where there are nonc. 

For one thing. I suppose Kee lacks 
the essential quality of George Orwell's 
background — an ex-card-carrving 
member who sought to atone for his col- 
onial past by damning Stalin. But Prime 
Minister Mahathir, even by Das’ stand- 
ards, could not be compared remotely 
to a Stalin or a Mao. And Kee had never 
manned the barricades or waved the red 
flag for the down-trodden proletariat. 

It is little wonder that the play was at 
best a rather faint imitation of Orwell's 
1984 and has a decidedly racial slant. 
But | wonder whether Das too was not 
as confused as Kee. I recall Das swal- 
lowing hook. line and sinker the official 
version on the arrests of Datuk Abdul- 
lah Ahmad and Abdullah Majid, two 
deputy ministers in the cabinet of the 
late Tun Abdul Razak, Malaysia’s sec- 
ond prime minister, in 1976 under the 
same laws that he is berating now. He ts 
perplexed that the Special Branch had 
seen nothing “subversive” in 7984 — 
Here and Now. He is a little bemused 
that the audience did not respond to the 
harangues of Salleh Junid. "The play 
proves one thing, however," he says, 
"the public is still allowed a mind of its 
own, and continues to use it." So there 
we have it: the play has little relevance 
to the audience. Could it be just intel- 
lectual froth? 


Selangor Ismail Ahmad 


Wrong coast 


| greatly enjoyed vour interesting cover- 
age of the upgrading of the Indonesian 
maritime sector in Anchored in realism 
[11 July]. but was surprised to see the 
REVIEW map "New course for Perumpel 
Ils ports" showing Teluk Bayur located 
at the east coast of Kalimantan. Teluk 
Bayur is the port of Padang at Sumatra's 
west coast about 1,000 nautical miles 
west of the spot wrongly shown on the 
map. 


Ujung Pandang A. Herrawan 
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. trade route. 


Europe, Asia, two vast mar- 
kets. A great trading tradition. 

From telephone systems in 
Stockholm all the way to ship- 
building in Shanghai, there's a 
billion opportunities. 





Banque Indosuez is in every 
country in Western Europe 
— were the only French bank in 
the four Nordic countries — and 
we re in 22 countries throughout 
Asia and the Pacific. 

Ready to combine forces with 
you on the great trade route. 

Banque Indosuez, present in 
65 countries, opens up a whole 
world of opportunities. 


BANQUE INDOSUEZ fe 
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Head office : 96, boulevard Haussmann, 75008 Paris SHANGHAI: shipbuilding 
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ast Asia's newly industrialising countries (NICs) — South 
Korea, Taiwan, Hongkong and Singapore — which are 
often held up as paragons of development, are in trouble. 
For the first time since the term NIC was coined — denoting 


| D 
idea 2088. in Asia those countries on the cutting edge of the Pacific 





| rim — the export performance of the four is lagging be- 
hind the rate of growth in world trade. Yet their very suc- 
cess has been built upon an export-led growth strategy. 
Review deputy editor Philip Bowring together with other 
correspondents analyses the reasons behind the decline of 


the 'Gang of Four.' Pages 99-106. 


Cover illustration by Karl Fung. 





Page 18 

Ten of the Chinese Communist Party 
politburo's old guard step down, 
clearing the way for Deng Xiaoping to 
promote more of his younger pro- 


tégés. 





Page 19 

Faced with embarrassment and anger 
over the abortive 9 September coup, 
the Thai authorities bring sedition 
charges against some of the plotters 
and may seek the return from over- 
seas of the principal “Young Turk’ be- 
hind it. 


Page 31 

Students and police clash in Seoul 
as the autumn university term starts 
with demonstrations against a new 
hard line on dissent. 


Page 34 

A visit to the US by an Indian defence 
team further improves bilateral rela- 
tions which took a clear turn for the 
better with Prime Minister Rajiv Gan- 
dhi's tour of the US in June. 


Page 52 

The Japanese prime minister's at- 
tempt to remove the long-standing 
defence spending ceiling of 196 of 
GNP is frustrated by senior members 
of the ruling Liberal Democratic Party. 


Page 54 

Washington objects strongly to a de- 
cision by a Philippines prosecutor not 
to accept affidavits presented as 
evidence in the Benigno Aquino- 
assassination trial. 





Page 56 

Soviet military flights over North 
Korea are seen as indicating that 
Moscow has obtained strategic ad- 
vantage over China by supplying 
Pyongyang with modern aircraft. 


Pages 58-60 

A new American film about crime 
in New York's Chinatown is being 
criticised in the US as a racist fan- 
tasy. Meanwhile, Chinese-Americans 
are compiling a history of China- 
town, and the ex-chief of the Los 
Angeles Asian Task Force becomes a 
hero. 


75 
A consultant's report that Singapore 
should scrap a large part of its ship- 
yard capacity raises questions about 
how the excess capacity was ap- 
proved in the first place. 


Page 76 

Intra-Asean trade is likely to decline 
substantially in the immediate future 
as new refining capacity in member 
countries leads to a sharp reduction in 
regional oil shipments. 


79 
China may be preparing to enter Lon- 
don's capital markets, despite legal 
problems over defaulted debts incur- 
red in the past. 


Page 80 

Japan is likely to lift its ban on petrol 
imports next year but the government 
will probably still find ways to protect 
the domestic market. 


Page 119 


Australian conglomerate Elders IXL's 
assault on British brewing and food 
group Allied-Lyons is attracting atten- 
tion for its audacity and scale. But 
consummating the proposed mar- 
riage may not be easy. 
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REGIONAL 


Furore over Pakistan 
indemnity bill 


Pakistan’s National Assembly 
has begun debating a govern- 
ment-sponsored bill validating 
constitutional amendments 
made by President Zia-ul Haq 
indemnifying the country’s 
military leaders against future 
prosecution for actions taken 
under martial law. Justice 
Minister Iqbal Ahmed Khan 
claimed the bill would facilitate 
the lifting of martial law, but 
opposition leaders outside par- 
liament have condemned it as 
“an attempt to continue mar- 
tial law even after it has been 
lifted.” 

A group of independent MPs 
opposed to the non-party gov- 
ernment of Prime Minister 
Muhammad Khan Junejo also 
criticised the proposed legisla- 
tion, which has come under fire 
from some government MPs as 
well. — Husain Haqqani 


Sri Lankan poll gives 
boost to government 

Sri Lanka’s ruling United 
National seh has won a 
hard-fought by-election at 
Mulkirigala, a rural Sinhalese 
Buddhist district in the coun- 
try’s deep south, defeating the 
opposition Sri Lanka Freedom 
Party by a majority of 1,329 
votes. 

The election was vital for the 
government since the major 
campaign issue was its handling 
of Sri Lanka's long-drawn-out 
ethniccrisis. — Manik de Silva 


South Korea's chief 

justice asked to quit 

The South Korean Bar Associ- 
ation has taken the unusual 
step of asking Chief Justice of 
the Supreme Court Yu Tai 
Hung to step down, reportedly 
for politicising the country's 
judiciary. Yu has come in for 
severe criticism after he 
“banished” several court 
judges to remote small-town 
courts after they acquitted or 
refused to issue arrest warrants 
against anti-government stu- 
dent demonstrators or other 
dissidents. One civil-case judge 
was re-posted to a provincial 
court 24 hours after he was 
brought to Seoul from another 
small-town court, in the wake 
of his open criticisms of Yu's 
policy of "punishing" judges 


refusing to rule stringently 
against government — oppo- 
nents. 
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Under the South Korean 
Constitution, the chief justice 
is nominated by the president 
and endorsed by the national 
assembly. 

Yu's aides insisted the af- 
fected judges were posted on 
their merits, and not for politi- 
cal reasons. He has given no in- 
dication whether he will accept 
the non-binding Bar Associa- 
tion request and resign. 

— Shim Jae Hoon 


FBI arrests Bamboo 
Gang members in US 


US officials announced that an 


undercover FBI operation has 


resulted in the arrest of top 
leaders of the Taiwan-based 
Bamboo Gang on charges re- 
lated to drug dealing, illegal 
gambling, extortion and “mur- 
der for hire." The FBI has filed 
criminal charges against 13 de- 
fendants, one of whom remains 
at large. 

Among those arrested are 
Chang An-lo, also known as 
"White Wolf," and Chen Chih- 
yi, also known as "Yellow 
Bird." Chang is believed to 
have driven the car containing 
Bamboo Gang members who 
murdered Chinese-American 
writer and Kuomintang critic 
Henry Liu in October 1984 in 
California. 

Both men are believed to be 
members of the US branch of 
the Bamboo Gang, which is 
also active in Hongkong, the 
Philippines and Japan. Ton 
Kuei-sen, also known as Pau 
Tung, who is still at large, 
is described by the authorities 
as "the shooter of Henry 
Liu." 

Other charges against the 
Bamboo Gang include those 
related to an alleged plan to 
smuggle heroin valued at bil- 
lions of dollars from Thailand 
to New York, an alleged plan 
to operate a gambling casino in 
Las Vegas and the murder of 
Liu. — Robert Manning 


Luanda slips East Timor 
issue into 


Angola has restored the con- 
tentious East Timor issue to 
the agenda of the non-aligned 
movement, despite the fact 
that ministers at a recent 
Luanda meeting could not 
reach consensus, and In- 
donesia — which opposed all 
references to the former Por- 
tuguese colony — commanded 
a substantial majority in the 
heated debate (REVIEW, 19 
Sept.). Indonesia is expected to 
protest against Angola’s move. 


— Jill Joliffe 


BUSINESS 


IMF sees budget crisis 

in Papua New Guinea 

The IMF has issued a mixed re- 
port on the Papua New Guinea 
economy as the country cele- 
brates the 10th anniversary of 
its independence. The IMF has 
warned that the nation faces a 
budget crisis, and that it should 
be more cautious about foreign 
borrowing. The fund also 
urged the Port Moresby gov- 
ernment to contain growth of 
domestic credit and hold down 
real wages. It predicts a budget 
deficit of some Kina 128 mil- 
lion (US$128 million, or about 
5.5% of the gross domestic 
product) during this year. Pub- 
lic debt is expected to rise 
to an amount which would 
equal 43% of GDP by year- 
end — against 28% five years 
ago. 

At the same time, the IMF 
team commended the coun- 
try’s “established record of re- 
sponsible economic manage- 
ment.” The report has caused 
something of a split within the 
government, with Prime Minis- 
ter Michael Somare taking ob- 
jection to warnings of “crisis” 
— while the Finance Ministry 
has largely endorsed the IMF's 
findings. — lan Andrews 


AHL restructuring plan 
scrapes through 
Shareholders and creditors of 
the collapsed Hongkong prop- 
erty group Associated Hotels 
Ltd (AHL) voted on 16 Sep- 
tember in favour of a scheme to 
restructure the group by issu- 
ing new shares to cover out- 
standing debts, and spinning 
off the group's main asset, the 
Hongkong Hyatt Regency 
Hotel, into à publicly quoted 
subsidiary. The scheme, which 
gained support of 76.65% of 
current creditors (against the 
75% minimum required for ac- 
ceptance), still requires court 
sanction, which will be sought 
on 16 October and may be op- 
posed by members of a lending 
syndicate led by the Bank of 
Tokyo. 

AHL, to be renamed Tian 
Teck Land, would hold as its 
main asset 46% of Associated 
International Hotels (AIH), 
which would own the Hyatt 
Regency. The balance of 
AIH’s publicly quoted shares 
would be offered to AHL's 
existing shareholders and cred- 
itors in an underwritten offer. 

— Robert Cottrell 


Bank run in Macau 

ends after two days 
A run on the Weng Hang Bank 
— à Macau subsidiary of Wing 
Hang Bank of — — 


seemed to have tapered off by 
18 September after two days. 
Some Patacas 20 million 
(US$2.3 million) was reported- 
ly withdrawn on 16 September, 
but withdrawals slowed mark- 
edly on 17 September. The 
spate of withdrawals was appa- 
rently caused by a number of 
rumours, one of which held 
that the bank would be unable 
to cash payroll cheques. 
Another rumour concerned 
alleged liquidity problems at 
US bank Irving Trust Co., 
which is the parent of the 
Hongkong bank. The top 


Hongkong and Macau banking 
officials both said the bank was 
very conservatively run and 
added that they knew of no 
basis for the rumours. 

— Liz Carver 





Keating: reforms | through. A n 


Australian tax plan 
wins party approval 


Australian Treasurer Paul 
Keating has finally pushed a 
tax-reform package through 
the ruling Australian Labor 
Party. Extension of wholesale 
taxes, and new capital-gains 
taxes and taxes on non-wage 
benefits for employees will 
allow lower income-tax rates 
from next September. The cor- 
porate-tax rate will rise from 
46% to 49% to help pay for full 
imputation against tax on di- 
vidend income. 

Although the reforms have 
not been announced, business 
has reacted without 
thusiasm to details leaked after 
party debates. One estimate by 
consultants Cullen Egan Dell 
Suggests company profits 
would fall some 18% because 
of the higher corporate-tax 
rates and the 49% tax which 
companies would have to pay 
on executive perks. 

— Hamish McDonald 
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Performance and reliability are not incompatible. 
When both are designed in from the beginning. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA 90067-2199 USA 
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WHARF PROPERTIES LIMITED 


HK$1,000,000,000 


Facility to issue Commercial Paper 


(in the form of discounted Bills of Exchange) 


Guaranteed by: 


The Hongkong and Kowloon Wharf and Godown Company, Limited 


Lead Managed by: 
Chemical Asia Limited 


Managed by: 


Chemical Asia Limited 

Hang Seng Finance Limited 

Banque Nationale de Paris 

National Westminster Bank PLC 

Paribas Asia Limited 

Schroders Asia Limited 

Westdeutsche Landesbank Girozentrale 


Tender Panel Members: 


BT Asia Limited 

Baring Brothers Asia Limited 
Chemical Asia Limited 

Citicorp International Limited 
East Asia Warburg Ltd. 
Indosuez Asia Limited 

Orion Royal Pacific Limited 
Sanwa International Finance Ltd. 
Standard Chartered Asia Limited 
Wardley Limited 


Facility Agent: 
Wardley Limited 


Wardley Limited 





The Hongkong and Shanghai Banking Corporation 


Bank of China 

Chase Manhattan Asia Limited 
Orion Royal Pacific Limited 
Sanwa International Finance Ltd. 
Sumitomo Finance International 


Banque Nationale de Paris 
Chase Manhattan Asia Limited 


China Development Finance Co., (H.K.) Ltd. 


County Asia Securities Limited 

Hang Seng Finance Limited 

Morgan Guaranty Ltd 

Paribas Asia Limited 

Schroders Asia Limited 

Sumitomo Finance (Asia) Limited 
Westdeutsche Landesbank Girozentrale 


August 1985 


|^ [E A ne ; 
Eu a vv. | SEPTER R 19f | e FAR EA 


-ASTERN ECONC REVIEW - 
US stints CLUDE, He VIE WY 













INDIAN IRE 


Indian intelligence agencies 

are annoyed by the recent 
disappearance for a month of 
Madras-based Velupillai 
Prabhakaran, leader of the 
Liberation Tigers of Tamil Eelam, 
one of four militant groups opposed 
to the resumption of talks with the Sri 
Lankan Government on a political 
solution to the island's ethnic 
conflict. Prabhakaran has now 
reappeared in Madras after having 
been in northern Sri Lanka, it is 
believed. Following the breakdown 
of the last round of talks at Thimphu, 
Bhutan, on 17 August, Prabhakaran 
was admonished by New Delhi 
intelligence officials for his 
uncompromising stand. And when he 
said he would rather go to Jaffna to 
continue the struggle he was told that 
all the militant leaders in India could 
be “mopped up" in six hours and that 
he should not attempt to function 
outside the agencies’ surveillance. 


LIU MAY SUE 


Lawyers for Helen Liu, widow of 
murdered Chinese- American writer 
Henry Liu, are close to a decision to 
sue the Taiwan Government under 
US federal law for its alleged role in 
the death of the Kuomintang critic in 
Daly City, California, last October. 
The suit, which would have to be filed 
by 15 October because of California's 
one-year statute of limitations, would 
attempt to prove that Wong Hsi-ling, 
the former director of the military 


ee — — 


intelligence bureau, who was 
convicted of murder in a Taipei court 
in April, was acting in his official 
capacity. A Taipei source said Liu 
would probably ask for at least US$2 
million in damages, but that she 
might be satisfied with a quiet, 
out-of-court settlement. 


HUN FOR HENG 





relinquish his concurrent post of party 
secretary to fast-rising star Hun Sen. 
In 1981 when the fourth congress was 
held, Hun Sen, then 30, was the 
youngest member of the politburo. 
Following the death of prime minister 
Chan Si earlier this year, Hun Sen was 
named prime minister, while keeping 
his portfolio of foreign minister. 
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AFGHANISTAN 

Kabul launched a full-scale media cam- 
paign accusing the US of playing a part in 
what it says was the shooting down of an Af- 
ghan airliner, it was reported (72 Sept. ). 


BANGLADESH 

Three people were arrested for throwing 
bombs in à courtroom last month and injur- 
ing 25 people (/5 Sept. ). 


CHINA 

Austria and China signed two agreements 
on civil aviation and the promotion and 
mutual protection of investments during à 
visit by Austrian President Rudolf Kir- 
chschlaeger (73 Sepr.). Ten ge out of the 
24-member politburo and 18% of the 210- 
member central committee handed in their 
resignations to pave the way for the influx of 
a large group of young leaders (76 Sept.). 


HONGKONG 
Wu Yalun, a junior Chinese trade official 
who sought asylum in the territory, said that 
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he wanted to return to China (/2 Sept.). 


INDIA 

Police arrested a civil rights leader and 
the printer of a report which was critical of 
the security forces in Punjab (// Sept.). 
Thousands of striking workers blocked rail- 
way lines and paralysed Calcutta in a one- 
en protest over lay-offs and factory closures 
(12 Sept.). Security forces arrested 70 sus- 

cted Sikh militants in swoops in Punjab (/5 
Se t.). Prime Minister Rajiv Gandhi arrived 
in Punjab amid tight security (/6 Sept. ). 


NEW ZEALAND 

Two French ory underwater sabo- 
teurs blew up the Greenpeace protest 
ship Rainbow Warrior in New Zealand 
either acting on orders from or with the 
knowledge of French Defence Minister 
Charles Hernu, the Paris newspaper Le 
Monde reported (17 Sept. ). 


PAKISTAN 
More than 100 opposition activists who 


READY, AIM s.. 

A firing Hd had already been 
prepared for Young Turk coup- | 
maker Col Manoon Roopkachorn f 
before he was allowed to flee jJ 
Thailand in the wake of his failed 

9 September rebellion. The squad e 
was assembled by a police general, a f| 
long-standing opponent of Manoon, 
but it is believed he did so in E 
anticipation of possible punitive t 
action and not because it had been 
authorised at higher levels. During f 
the coup attempt, Manoon had | 
threatened some punitive action of — | 
his own. When a Supreme Command 
general went on government- 
controlled radio to castigate him, 
Manoon warned that if he continued _ 
he would send atanktohishome and 
blow it up. 


HIDE-BOUND TRADERS | 


No agreement to lift restrictions on 
Japan’s leather imports is expected to 
be reached by a 1 December deadline | 
set by Washington. The Ministry of | 
International Trade and Industry | 
believes the US' shock announcement 
on leather was designed to put the 
issue on a bilateral negotiating p 
agenda in the hope of winning a | 
bigger quota only for the US. i 
Japanese trade officials do not rule — — 
out the possibility that the leather | 
tariff and quotas will be reviewed but | 
insist that such negotiations be T 
conducted at General Agreement on 
Tariffs and Trade and concessions be 
granted multilaterally. 


Lu 


were rounded up when police broke up poli- — 
tical meetings in Lahore were released (12 
ept. ). 


SOUTH KOREA | 

More than 1,000 students staged a third f 
day of anti-government protests in Seoul, 
hurling rocks and petrol bombs at riot police, 
witnesses said (73 Sept. ). 


SRI LANKA 

Two people were killed and another was 
seriously wounded in a shooting outside a 
polling station during a by-election in the 
southern electorate of Mulkirigala (/2 
Sept.). At least four farmers were killed in 
the eastern district of Amparai by security 
forces who thought they were separatist | - 
guerillas (14 Sept.) 


= Las Ia — 


Police arrested four former top military 
officers and charged them with treason and 
attempting to overthrow the country's elect- 
ed government (/7 Sept. ). 
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Half the politburo stands down to make way for new blood 


Farewell, old comrades 


By Mary Lee in Peking 

s hundreds of Chinese Communist 

Party members arrived at the Great 
Hall of the People on 18 September for 
the National Party Conference, there 
was no question that they were gather- 
ing not for a purge but more for a celeb- 
ration. 

There has been no similar meeting 
for 30 years, and there have only ever 
been two in the party's history which 
both witnessed bitter party struggles: 
the first one — the Zunyi conference in 
1935 — saw the defeat by Mao Zedong 
of Moscow's protégés, the ultra-Left 
Wang Ming clique; the 1955 meeting 
similarly saw the expulsion of Gao Gang 
and Rao Shushi. 

It may be that the National Confer- 
ence format was deemed necessary due 
to the large number of high-level resig- 
nations and new appointments involved 
— almost half of the 24-member polit- 
buro and about one fifth of the 340-odd 
central committee members and alter- 
nates. Officially there are two stated, 
ostensibly non-political, objectives for 
the meeting: to deliberate the draft of 
the next five-year plan (1986-90) and to 
readjust membership of the leading 

arty bodies in line with the stated re- 
juvenation policy. 

The 131 resignations from the polit- 
buro, central committee and two party 
commissions came not at the National 
Conference but at the end of the 4th ple- 
nary session of the 12th Central Com- 
mittee meeting which preceded it on 16 
September and did not constitute a 
purge in the traditional sense. 

They had been preceded by a four- 
month long nationwide rejuvenation of 
government, army and local party 
posts. Those replaced — all old cadres 
— were thus expected to vacate their 
seats on the central committee. But 
elder statesman Deng Xiaoping's handi- 
work was nevertheless clearly discerni- 
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i 
Ye; Deng; Li; Zhang; Ulanhu; Nie. 
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IN AND OUT 


The members of the Chinese Com- 
munist Party politburo whose resigna- 
tions were announced on 16 Sep- 
tember and their ages, where known, 
are: Ye Jianying, 88; Nie Rongzhen, 
86; Xu Xiangqian, 83; Ulanhu, 81; 
Deng Yingchao, 81; Wei Guoqing, 79; 
Wang Zhen, 77; Song Renqiong, 76; 
Li Desheng, 69; Zhang Tingfa. 


ble in the process. Age, despite the huge 
publicity about rejuvenation, is clearly 
no prerequisite to retirement — obvious 
from the list of those remaining, includ- 
ing 81-year-old Deng himself. 

But among those to step down were 
three octogenarian marshals and Long 
March heroes: Ye Jianying (88), Nie 
Rongzhen (85) and Xu Xianggian (85). 
These three had opposed Deng's inten- 
tion of rejuvenating the party leader- 
ship in 1982. At the 12th party congress 
that year, he was only able to persuade 
Marshal Liu Bocheng to retire. The 
three remaining Long March leaders on 
the politburo — Yang Shangkun, Yang 
Dezhi and Qin Jiwei — though old 
enough to retire, are all Deng's men. 
Others to go were Deng Yingchao, 
widow of Zhou Enlai, and Ulanhu. 


Y: Xu and Nie are all vice-chairmen 
of the powerful Central Military 
Commission and their resignations leave 
only Deng. the chairman, and Yang 
Shangkun, the permanent vice-chair- 
man, at the top level of the commission, 
though replacements are likely to be 
named at the party conference. 
Whatever behind-the-scene strug- 
gles there may have been and whatever 
horsetrading took place over the res- 
ignations and the replacements, there 











The members remaining: Peng 
Zhen, 83; Deng Xiaoping, 81; Chen 
Yun, 80 or 86; Li Xiannian, 80; Yang 
Shangkun, 78; Yang Dezhi, 75; Hu 
Qiaomu, 73; Xi Zhongxun, 72; Yu 
Qiuli, 71; Hu Yaobang, 70; Wan Li, 
69; Fang Yi, 69 or 71; Zhao Ziyang, 
67; Ni Zhifu, 63. 

Alternate members: 


Qin Jiwei, 
ds or 81; Chen Muhua, 65; Yao Yilin, 


was a clear public effort to demonstrate 
Deng's complete authority. The re- 
maining politburo members are now all 
Dengist except for Chen Yun and Hu 
Qiaomu, and a cover story in the 16 Sep- 
tember issue of the periodical Liaowang 
clearly showed why he is called "the 
general designer of China's modernisa- 
tion." The periodical carried a picture 
of Deng on the cover, with thé words: 
"Deng Xiaoping talks about the domes- 
tic and international situation." The four- 
page article was reprinted in the 18 Sep- 
tember edition of the People's Daily and 
its overseas edition. 

In an obvious allusion to the fact that 
Deng is not about to retire, despite his 
age, the opening paragraph states: 
“Eighty-one-year-old Deng Xiaoping 
said his longevity is due to ‘optimism.’ 
He even looks forward to visiting Hong- 
kong after China resumes sovereignty . . . 
in 1997," when he will be 93. In case 
anyone is under the impression that re- 
cent revelations of economic and social 
problems encountered in the reform 
herald a change in policy, Deng says in 
the article that opening to the outside 
world and reform are unswerving na- 
tional strategies. 

Deng has said it all before: China will 
be socialist and ultimately communist; 
that socialism does not mean poverty; 


AP 
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perience, science and technology of the 
advanced countries; that unhealthy ten- 
dencies are inevitable; that the Shen- 
zhen Special Economic Zone is an ex- 
periment in socialism but a correct one 
and that its problems can be resolved in 
three years. 

But though it reads like a Dengist 
manifesto, there may still be some prob- 
lems for him. The fact that there were 
no resignations from the party sec- 
retariat — the executive arm of the 

olitburo — is a little surprising. Chen 

un's protégé, 70-year-old Deng 
Liqun, in particular, remains, despite a 
strong rumour about his retirement 
from the central committee and sec- 
retariat after he was replaced as chief 
of the party's propaganda depart- 
ment. Officially, he is still the sec- 
retariat member in overall charge of 
propaganda. 


|" addition to accepting letters of re- 
signation, the central committee ses- 
sion formally adopted in principle a 
draft proposal for the 7th Five Year 
Plan for National Economic and Social 
Development which is to be submitted 
to. the full conference for deliberation. 
The current party constitution provides 
that special conferences of delegates 
may be convened “when necessary . . . 
to discuss and decide on major prob- 
lems that require timely solution." The 
constitution also states that only the 
central committee, meeting either in 
congress or plenary session is empo- 
wered to make decisions on major 
policies of a nationwide character. 
It remains unclear why the central 
committee is submitting the new five- 
year plan to the conference for delibera- 
tion rather than deciding the issue 
itself. 

Little light was shed on the deeper 
meaning of the moves in a statement by 
Wang Heshou, permanent secretary of 
the Central Commission for Discipline 
Inspection — who is resigning from 
the central committee but retains his 
commission post — who said that the 





Song; Wang; Xu; Wei. 
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conference 
only by le 
tions, : 

The new central committee, central 
disciplinary commission and central ad- 
visory commission members will not be 
named until the conference ends, but 
some hints have been given. Chen 
Muhua, currently an alternate member 
of the politburo, is likely to be moved up 
in order that another woman, former 
textiles minister Hao Jianxiu, 50, be 
promoted as well. 

Chinese sources have also leaked 
that only 52 new people will enter the 
central committee and that Marshal 
Ye's seat in the politburo will go to Hu 
Oili, 56-year-old heir-apparent to party 
General Secretary Hu Yaobang. The 
explanations for the unfilled vacancies 
in the central committee will have to 
wait, as will likely resignations from 
state positions of Defence Minister 
Zhang Aiping, 75, who has given up his 
central committee seat. 

Analysts are waiting to see how 
many sons of party big names will enter 
the central committee to give credence 
to the gibe that it is now “a party of 
princes." Marshal Ye'sson, Ye Xuanping, 
will almost surely join the central com- 
mittee in his new capacity as governor of 
Guangdong province. 

Deng is already talking about re- 
juvenating the fourth and fifth echelons 
— grooming even younger cadres to 
take over from the new youthful lead- 
ers. Rejuvenation, after all, is vital to 
the success and continuity of the re- 
forms. The unity of party ranks on this 
policy was reflected by the 64 central 
committee member's joint letter of res- 
ignation. Calling it a giant MES towards 
rejuvenation, it said the de facto life- 
long tenure in leading posts will be 
abolished and a system of constant re- 
newal of members of the leading organs 
will be established. 

Even the practice of moving elderly 
leaders to the central advisory commis- 
sion — to prolong their presence in the 
party — was described by the 37 who re- 
tired from that body as a transitional 


measure which will lead to the gradual 
abolition of life-long tenure system and 
will ultimately be replaced by a retire- 
ment system. 








Anger and 
punishment 


Kriangsak and 30 others 
face sedition charges 


By John McBeth in Bangkok 


mbarrassed and angry over the loss 

of life and the image-damaging fall- 
out abroad — partly due to the deaths of 
two newsmen from a major US TV net- 
work — Thai political and military lead- 
ers have vowed both in public and in pri- 
vate conversations with Western dip- 
lomats to place on trial all those who are 
found to have had a role in the abortive 
9 September coup. 

It is also understood that authorities 
are seeking the return of Young Turk 
leader Col Manoon  Roopkachorn, 
whose tanks may have killed far more 
than the five people officially acknow- 
ledged so far. 

n an initial investigation of more 
than 30 alleged plotters, police brought 
sedition charges against former prime 
minister and current leader of the Na- 
tional Democracy. Party (NDP) Gen. 
Kriangsak Chomanan, a former sup- 
reme commander, Gen. Serm na 
Nakhon, former deputy army com- 
mander Gen. Yot Thephasdin na Ayut- 
thaya, roy jaa supreme commander 
Air Chief Marshal Krasae Intharathat 
and one of three serving deputy sup- 
reme commanders, Air Chief Marshal 
Arun Promthep. 

All claim to have either been coerced 
or forced into taking a nominal role in 
the coup but on 17 September Industry 
Minister Ob Vasuratna and his two 
deputies, Prayote Nuangchamnong and 
Wong Polnikorn — two of the three 
NDP members in Prime Minister Prem 
Tinsulanond's coalition cabinet — ten- 
dered their resignations in a move which 
underlined doubts about their party 
leader's disclaimers. 

Seven labour leaders are also in cus- 
tody and at least three more are under 
suspicion following a series of meetings 
in city hotels on 28-29 August and on the 
day before the coup with Manoon's 
younger brother, Wing Commander 
Manat Roopkachorn. Police allege that 
the unionists failed in their efforts to or- 
ganise what was to have been a massive 
rally of at least 20,000 workers in sup- 
port of the rebellion. 

Whether the full story of the coup 
will ever be told is uncertain, but it is in- 
creasingly clear that the plot involved or 
was originally meant to involve a wider 
circle of serving military officers than 
Manoon and a group of aging and large- 
ly powerless generals. Investigators 
have also uncovered a morass of moti- 
vations which range from chit-fund in- 
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n linked by a 
single coherent thread. 
hai and Western sources generally 
agree that Manoon was left in an impos- 
sible position after anticipated support 
from Ist Army Region infantry units 
failed to materialise. In a telephone 
conversation with a Young Turk col- 
league, he reportedly complained about 
the non-arrival of one senior serving 
army general and declared: "I will die 
myself." So far however, police have 
been unable to establish that the general 
in question had made a commitment to 
join the coup before it was launched. To 
push ahead as he did with only 500 men 
and 22 tanks was foolhardy at best and 
there is a lurking belief that the gunfire 
at the Ist Division radio station — in 
which newsmen Neil Davis and Bill 
Latch were killed — and into the Theves 
and Thon Buri areas of Bangkok was an 
act of anger and frustration over the im- 
pending collapse of the coup. Accounts 
are now surfacing of people who have 
failed to return home and evewitness re- 
ports of other deaths in addition to the 
five officially listed. The shells which 
fell in the inhabited areas were fired by 
rebel tanks in Royal Plaza, who let go 
with at least 13 rounds at the Ist Divi- 
sion's radio antenna. 


anoon, 49, who left the country 
under a controversial deal worked 
out with Ist Army Region commander 
Lieut-Gen. Pichit Kullavanich, was last 
reported to be in Frankfurt, West Ger- 
many, after flying by Thai air force 
plane to Singapore. It has now been 
confirmed that Manat was barred from 
boarding the Singapore flight with him 
and instead fled by road to the Thai- 
Burmese border province of Kan- 
chanaburi to seek refuge. Well-placed 
sources say it is highly unlikely Manoon 
will be given a visa to the US for which 
he is believed to have applied. He lived 
in the US for five months before the 
coup. 

The REVIEW has learned that Manat 
maintained contact for at least three 
months with à company commander in 
the Bangkok-based 4th cavalry Battal- 
ion, who in turn served as the link-man 
to a first lieutenant and two second- 
lieutenants in the same battalion and 
two captains and a first lieutenant at- 
tached to the 4th Armoured Regiment 
in Saraburi, north of Bangkok. Two of 
the seven are said to have ordered the 
shooting to start. 

Police also have evidence that Manat 
kept in touch with Ekkayuth Anchan- 
butr, fugitive managing director of the 
Chartered Interaction Co., whose chit- 
fund empire collapsed early this year 
and who is now being sought on addi- 
tional charges as the allege financier of 
the coup. Ekkayuth was reported by 
eyewitnesses to ave been seen on the 
day of the coup attempt, acting in con- 
cert with rebel soldiers in the physical 
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Investigators have been looking into 
business dealings between Ekkayuth 
and both Kriangsak and Yot, who to- 
gether with Pichit, was a leading advo- 
cate of the reinstatement of some of the 
37 Young Turk officers, including Man- 
oon, who were dismissed from service 
following the abortive 1981 coup. Char- 
tered Interaction was one of the newest 
chit-fund enterprises and Ekkayuth is 
believed to have started it with Baht 15 
million (US$880,000) he borrowed 
from the long-established Mae Chamoy 
fund which itself fell apart in March. 
According to sources close to the in- 
vestigation, Kriangsak and Yot had in- 
vested in both the Mae Chamoy and 
Chartered funds. 

Outlining events leading up to the 
coup, security sources say Manoon flew 
into Bangkok on 7 September — only 
two days before the action — and met 
shortly after with six or seven cavalry- 





Manoon; Kriangsak: morass of motivations. 


men at Manat's house, close to Don 
Muang airport. There he is said to have 
handed out Baht 30,000 to each of the 
men, all of whom had served under 
him before he was sacked from the 
army. 

Authorities are embarrassed at the 
way Manoon slipped into the country — 
presumably through the airport without 
attracting attention, particularly in view 
of his airport confrontation with Crime 
Suppression Division commander Maj.- 
Gen. Boonchu Wangkanont when he 
left for the US in April (REVIEW, 19 
Sept.). Indeed, reliable sources say gov- 
ernment loyalists were not even aware 
that he was spearheading the coup until 
the early morning abduction of air force 
commander Air Chief Marshal Praphan 
Dhupatemeya by men under Manoon's 
command. 

If anyone has emerged from the coup 
with his reputation enhanced it is dep- 
uty army commander Gen. Tienchai 
Sisisamphan. Only 20 days from retire- 
ment, he was reluctantly forced to step 








qoem is reported to have first learn- 
ed of the rebellion on the evening 
of 8 September — the night before 
shortly after seeing off Crown Prince 
Vajiralongkorn on a flight to Rome. 
After placing his family in the safekeep- 
ing of a banker friend, he drove 100 
miles north to his old command, the 
Special Warfare Centre at Lopburi, 
where he placed crack paratroop units 
on alert. He then returned to the north- 
ern outskirts of Bangkok and estab- 
lished a counter-coup headquarters at 
the llth Infantry Regiment where he 
was joined by deputy chief of staff Gen. 
Chaovalit Yongchaiyut, army opera- 
tions director Maj.-Gen. Suchinda 
Kraprayoon and Ist Division command- 
er Maj.-Gen. Issarapong Noonpakdi. 
The I1th Regiment base was chosen 
because it is strategically placed close to 
an anti-aircraft battalion, armed with 
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newly acquired 20 mm Vulcan cannon, 
and within a short distance of Don 
Muang airbase. Given the involvement 
of at least some Royal Thai Air Force 
security elements in the coup — only 
about 90 as it turned out and all former 
subordinates of Manat — Tienchai was 
concerned about the loyalty of the air 
force, whose servicemen had formerly 
been heavy investors in chit-fund 
schemes. 

The same distrust seems to have 
been applied, perhaps naturally, to 
cavalry units and there were also initial 
fears about the possible deployment on 
the coup-side of elements of the Kan- 
chanaburi-based 9th Division. This and 
the necessity of avoiding a pitched bat- 
tle in the heart of Bangkok were clearly 
the two reasons for Tienchai's cautious 
approach, though troops of the Ist and 
llth infantry regiments were used to 
apply pressure on the coup-makers with 
several hundred airlifted paratroopers 
and elements of the Chon Buri-based 
21st Regiment held in reserve. oO 
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Severiano Ballesteros. A strong mind is his secret. 
A strong watch his choice. 


The maverick of the golf 
course. That summed up 


Severiano Ballesteros when he 


first appeared on the leader 
boards. 

It still does. But now a new 
maturity invests his game. The 
youngest-ever winner of the 
British Open this century, 
twice winner of the American 
Masters, the winner of count- 
less international tournaments, 
he has now won his second 
British Open. 

And he did it because of 
his new awareness of when to 
attack a course and when to 
treat it with caution. 


He is now probably one of 
the most breathtaking stroke 
players in the game, his genius 
and flair being supported by im- 
mense concentration. "If I lose 
concentration, I lose the hole.” 

Since Seve was nine years 
old, practising clandestine golf 
strokes after hours on his home 
Pedrena golf course, his sheer 
mental stamina has driven 
him on. Indeed, when someone 
asked him recently what he 
thought was the most important 
characteristic of a would-be 
champion, Ballesteros said 
promptly, “A strong mind? 


His watch matches his single- 


minded search for perfection 
and superiority. A Rolex Day- 
Date. Self-winding with day 
and date display. 

“Its a very strong watch, 
he says. “No water or sand can 
get in to it at all. And you know 
what? Every time I take a swing 
[m winding it up. 

His undisguised display of 
triumph after the 18th hole at 
St. Andrews in 1984 was a touch 
of the swashbuckling Severiano 
Ballesteros bubbling to the 
surface. Strength, stamina and 
precision had kept ate. 
him at the top. Just 


like his Rolex. ROLEX 


of Geneva 





THE FINEST YARN ALONE DOESN'T MAKE 


Only the best design will ever be considered for a Dunhill product. 
And the best designer will utilise the finest materials in the knowledge that the finest craftsman will produce 
an item worthy of the Dunhill name. 





ALFRED DUNHILL'S PHILOSOPH Y: 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUI 
IT MUSTLAST.IT MUST BE THE BEST OF ITS KIND. 


JUNHILL SWEATER. A UNIQUE DESIGN DOES. 





"Tie Dunhill aveati Made from 100% cotton, this sweater has been designed to 
complement the character of the varn. A natural fibre, it breathes treely, allowing coolness and comtort. 
In all, Dunhill designers utilise 12 of the world’s finest yarns to create a range ot 
sweaters of unmatched quality and style. 
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A design that's stood the test of time. 60 years ago, the first Dunhill lighter was designed to 
light first time every time, It still does. Today, each component is still engineered over 180 days. A quality 
that makes the Dunhill lighter the foremost lighter in the world. 
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A fragrance blended from 100 ingredients. Grown in 12 different countries, stretching trom 
Somalia to the French Alps, the herbs and flowers used in the blending of a Dunhill fragrance are selected by hand. 
he oils they produce are then blended by a Parisian pertumer to achieve the ‘signature’ 


that makes a Dunhill tragrance unique. 
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The Chase Partnership at work. From left to right: Byun, Chan-Eui, Chase Korea; Lee, Yeong-Ki, Hyundai Heavy Industries; Arjun K. Mathrani, Chase 
Chang, Byung-Soo, Hyundai Heavy Industries; Chae, Hong-Shik, The Export-Import Bank of Korea and Jahng, Won-Hyuck, Chase 
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Global Network Export Credit Agency Financing 





Chase Partnership. 





The 





Working closely with 


Kexim to steer the righ 
course for Korea’s 


largest shipbuilder. 





Investment Banking 


t 





As one of Korea's premier industrial groups, Hyundai needs 
a banking partner that can offer superior financial solutions. A 
bank with true global reach and in-depth industry knowledge. 

But these aren't the only reasons Hyundai chose Chase. 

They recognised our strong capabilities in arranging 
syndications, private placements, note purchase transactions and 
major currency and interest rate swaps. 

Capabilities which Chase and Kexim, Korea's Export and 
Import Bank, have used to finance the building and exporting of 
no fewer than 23 ships for Hyundai since 1981. 

Proof beyond doubt of the success of the Chase Partnership. 
A simple but dynamic approach which enables us to serve you 
better — whatever your business. 


Chass Partnership 


d. CHASE 
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Mark of a leader. 

By merging computers and telecommunications, 
Northern Telecom is changing the way 

the world communicates. 


northern 
feiecom 








In 1475 when William Caxton printed the first English book, he started 
a quiet revolution. A free flow of ideas makes constant change inevitable. 

Northern Telecom started its own quiet revolution, one that’s also 
radically changing the way ideas are communicated. We were the first 
company to design and produce a full line of digital switching systems, 
the telecommunications technology that transmits both voice and data 
with digital signals. 

Our success convinced many sceptics that digital communications 
was truly the wave of the future. As private and public digital networks 
grow, an international web of integrated voice and data communication is 
gradually being created. Instantaneous access to global data banks is 
becoming a reality. 





Today Northern Telecom 
is a world leader in digital —— 
switching systems, in related 
technologies — fiber optics, 
lar ge-scale integrated circuits — For more information on Northern Telecom 
and in electronic office systems. and its products contact: Northern Telecom 
We're making our mark (Asia) Limited, Keck Seng Tower, 133 Cecil St., 
~ , Hr. Unit 15-01, Singapore 0106, 
in the Intelligent Universe. Tel, 2255151, telex 23369 


MALAYSIA, IRELAND AND THE UNITED STATES. SALES OFFICES AND DISTRIBUTORS THROUGHOUT NORTH AMERICA, EUROPE, AND ASIA. 
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1s / A-200 Personal Computer, 
Sa NET. more dollars earned. 


* E l 


rc is the 2 ultimate reason for any office or business choice of advanced printing technologies. Dot impact for 
E to Sauna That’ s why Canon makes sure your first steps speed. Thermal transfer for letter-quality copy. Color ink-jet 


~ toward office automation are also your most profitable. for brilliant graphics. Even the most advanced laser beam 
With Canon's A-200 Personal Computer, you save right printer tor top quality end speed! | 
from the start! You get built-in compatibility that lets you * More support because Canon's technological expertise 
run thousands of business softwares designed for the IBM Is recognized worldwide in products that range from- 
PC and PC-XT — without having to pay the price! So even cameras to office machines. You get the kind of quality 
the most budget-minded businesses can do word and dependability no money can buy. 

processing, spreadsheets, even business graphics to out- Now, if those aren't reasons enough, come see for 
impress their big competitors. yourself at the Canon dealer nearest you. 


You'll find no other computer that makes - 
_more business sense that the Canon A-200! 
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Merge COMPUTER 


Canon 
* Ge cr v Ly 
COMPUTER SYSTEMS 4$ 


Headquarters: 

Canon inc.. Tokyo, Japan 

Regional Office in South East Asia: 
Canon Hong Kong Trading Co. Ltd 


But that's not all. The Canon A-200 family 

can give you much more: 

* More speed in processing and display 
through a true 16-bit 8086 microprocessor, 
and memory that easily expands from a 
standard 256 KB to a mammoth 512 KB of 
computing power! 

* More drive with a choice of mini floppy 
disk model (360 KB X 2), or hard disk 
model with mini floppy drive (360 KB) and 
hard disk drive (10 MB). 

* More expandability through built-in 
interfaces that free more slots for 


-— 
- 
T 
— 
-— 
— 
<. 
~ 
s 
~e 
> 
—— 
a 
~~ ae 
ee 
heu 
Sa- 
~ 
~ 
—— 
=~ 





add-on peripherals. ee Sar HS Services Ltd. Tel: 58372783 
* More programmability by using Datasonp Office Systems PT Tet 413508. 


industry standard MS-DOS™ and 
GW-BASIC™. So you can use 


Malaysia: 
Mulpha Trading Sdn. Bhd. (Canon Division) Tel 556066 
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thousands of off-the-shelf Aonair Byers Ticino gat, TM. 4801-0 
programs without spending a Canon Marketing Services Pte. Lid. Tel: 2735311 
Sri Lanka: 
bundle. Metropolitan Agencies Lid. Tei: 598547 
* More printers for your money. FMA Corporation Lid Tel 2350158 


"IBM is a registered trademark of International 
Business Machines Corporation 


Only Canon gives you such a 








Partner 
in international 
programs 








Helicopter BO 105. 





. on. one Postfach 80 1160 
Loading flexibility D-8000 München 80, Germany 


© Twin engines, dual systems 

13 Hingeless rotor maneuverability 

O Fiberglass rotor blades 

© IFR capability 

LA Excellent operational record For further information please 

O Full range of optional equipment contact 

[] Easy maintenance Messerschmitt- Bólkow-Blohm GmbH 
[] Cost effective Helicopter and Military Aircraft Group 
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TheP Pioneers of 
Business Class. | 


Australia has pioneered two great firsts in the history of 
flight. That strange device, the boomerang. And the world’s | — 
only airline to specialise in long distance flight . . . Qantas. 

Qantas flies its passengers longer distances than any 
other airline. And it's because we understand so well the 
needs of the long haul traveller, that we developed several 
new ways of making the trip seem shorter. 

We were the first international airline to introduce 4 
Business Class — so we've had the most time to make the 
most advances in this area. And we're still making them. 
For example, the comfortable, built-in legrests 
fitted on our Business Class 
Chairs — another way that 
Qantas still leads the way. 
Qantas Business Class also — a selection of fine 
ES wines and champagne to accompany a choice of haute 
Hb cuisine, impeccably served on bone china. Other privileges 
| of the Class are fast, separate Check-In, Priority Baggage 
Handling and, when available, use of the Captain's Club 
Lounge — all designed to get your trip off to a smooth, 
relaxed start before you even board the aircraft. 

So when you're flying long 
distance, fly the long distance specialist 

. Qantas. Once you've experienced our 
Business Class, like the boomerang, 
you'll keep coming back to us. 











tom! 













i QANTAS 


First in Business Class 





Children of warriors 








Students and police clash as crackdown goes on 


By Shim Jae Hoon and Paul Ensor in Seoul 


Big icons: on university cam- 
puses across Seoul flared up in the 
second week of September, as more 
than 1,000 students and police ex- 
changed petrol bombs and volleys of 
tear gas in the first major wave of 
demonstrations since the summer holi- 
days. 

One major cause of the troubles has 
been the government's proposed Cam- 
pus Stabilisation Law which officials 
have indicated thev will introduce if 
demonstrations continue. The law, 
which was first proposed in August, but 
abandoned due to heavy criticism from 
a broad spectrum of society, would 
place arrested students in “re-orienta- 
tion camps. " 

Student demonstrations are a sea- 
sonal affair in South Korea, generally 
reaching their most violent levels when 
students return to the campuses from 
summer holidays in the autumn and to- 
wards the end of the spring semester in 
April and May. Observers expect this 
autumn to be as violent as it has been 
over the past few years. This vear the 
students are returning to university fol- 
lowing several months during which the 
government has displayed its intention 
of dealing with demonstrations and 
other forms of open defiance more 
firmly than before, with crackdowns 
and house arrests of teachers, artists, 
and labour organisers. 

With the National Assembly sche- 
duled to meet later this month, a storm 
is already brewing between the ruling 
Democratic Justice Party (DJP) and 
the opposition New Korea Democratic 
Party (NKDP) relating to an incident at 
Korea University when two NKDP poli- 
ticians and a group of their supporters 
were barred entry by police into Korea 
University shortly before a demonstra- 
tion involving more than 1,000 students 
broke out on campus. 

One of the two politicians, Pak Chan 
Jong, is also one of the lawyers involved 
in the defence of the 20 students facing 
trial for the occupation of the USIS li- 
brary. He was accompanied by another 
NKDP politician, Cho Sun Hyong, and 
more than a dozen followers. The two 
ponien and their followers are mem- 

rs of the Council for the Promotion of 
Democracy (CPD) — jointly chaired by 
dissident leaders Kim Young Sam and 
Kim Dae Jung. They had come to the 
university to attend a debate, and sav 
they were also trying to dissuade one 
student from committing suicide for po- 
litical reasons, and discuss student de- 
mands. 

When they found themselves unable 
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to enter the university, the group held a 
brief, peaceful rally of their own, sing- 
ing songs and chanting protests, and 
then dispersed. The DJP has responded 
harshly to the incident, and the police 
have said they will file charges against 
the two politicians involved. ree 
CPD members who were present have 
already been detained by police. Hav- 
ing taunted each other increasingly bit- 
terly over the affair, the two sides are 
now believed to be trying to work outa 
compromise behind the scenes before 
the opening of the National Assembly 
later this month. 

At the trial of the students in connec- 
tion with the USIS seizure, attention is 
focused on physics student Ham Un 


Anti-USIS demonstrators: outrage. 


Kyong from Seoul National University, 
who stands accused of plotting the sit-in 
and violating the National Security 
Law. The code was originally designed 
for use against alleged North Korean 
spies and other communists but has 
been widely applied in recent years 
against anti-government dissidents, 
who deny being pro-communist. 


| T students' parents, human-rights 


activists and the NKDP have been 
outraged by the prosecution's decision 
to use the law, which stipulates the 
maximum penalty of death, against a 
student dissident who voluntarily ended 
the siege. 

"The government is trying to splash 
our action in the red colour [of com- 
munism]." Kim Min Sok, one of 20 de- 
fendants being tried in the case, shouted 
at the judge on the trial's opening day. 





a 





We cannot accept this trial so long as | 


perpetrators of the [1980] massacre in 
Kwangju are not first brought to jus- 
tice," another student velled. 

A question the students’ lawyers 
seek to resolve at the trial is why the US 
approved use of the South Korean 
troops in Kwangju. “The Kwangju inci- 


dent was the overriding motivation of © 


students [in occupying the library] so 
this must be clarified." said national 
assembly member Pak who is among 
the 
dents. 

However, a three-member court 
Sam headed by senior judge Lee Je 

un, has turned down a request by Pak 
and the other lawyers that US Ambas- 
sador Richard Walker and two of his 


I4 lawyers defending the stu- |. 


aides should be called to testify at the | - 


trial. While this decision was based on 
the principle of diplomatic immunity, 
Lee also rejected a request to subpoena 
South Korean army generals involved in 
quelling the Kwangju rebellion. 

Of more than a dozen witnesses call- 
ed by the defence lawyers, only three, 
including a student and a profes- 
sor called to testify whether a 
book read by Ham could have 
turned him into a communist, 
were approved. 

Frustrated in their attempts 
to shed more light on exactly 
what happened in Kwangju, the 
defence attorneys have chal- 
lenged Lee’s panel on grounds 
of fairness, thus forcing the 
judge to postpone the trial 
until a final ruling on the fair- 
ness issue is handed down by à 
higher court. This process could 
go all the way to the Supreme 
Court, with a final ruling ex- 
pected to take weeks or even 
months. 

A show of unusual defiance 
by students and parents 
continued to mark the trial. 
While on the first day, hundreds 
of riot policemen sealed off the 
courthouse, inside, each recess 
called by the judge to maintain order 
gave way to fresh outbursts of protest 
songs. As their melancholy notes spread 
throughout the court, the words could 


be heard: “. . . We thirst for chayoo 
[freedom] . . . Chayoo we dream in our 
dreams... Do not grieve, our sons and 


daughters, for you're the children of 
warriors." 

Watching these activities from his 
elevated podium Lee, looking grim, de- 
clared that future hearings would be 
open to one family member per defen- 
dant. He also warned students not to 
shout insults at the judge on pain of fac- 
ing contempt-of-court charges. Since 
the warning. two students have been 
punished with solitary confinement, 
with no family visits or mail. 

Whether such tough tactics will be 
effective in controlling commotion in 
the court has yet to be seen. o 
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UNITED STATES 


The yellow-rain sting 


So-called chemical warfare may have been made by bees 


By Robert Manning in Washington 

our years after the US first alleged 

that the Soviet Union has used 
chemical warfare in Laos, Cambodia 
and Afghanistan in violation of two in- 
ternational arms-control treaties, a new 
scientific report suggests strongly that 
the original accusation was wrong. But 
the evidence remains ambiguous and 
contradictory. The scientific communi- 
ty is divided, with prominent experts 
proposing after detailed analyses of the 
evidence that what has come to be 
known as “yellow rain,” is, in fact, bee 
faeces. 

In face of this, the Reagan adminis- 
tration stands firmly committed to its 
original accusation, but can only come 
up with the proposition that further evi- 
dence to support their case is secret. 

The bee theory is strongly advocated 
in an article in the September issue of 
Scientific American by Matthew Mesel- 
son, a leading Harvard expert on chem- 
ical and biological warfare, and four 
other scientists. Meselson was the most 
persistent critic of the allegation when it 
was first made in 1981, but later, faced 
with more data, conceded the govern- 
ment had what he said was “tantamount 
to preliminary evidence." Now he has 
swung back to his original scepticism. 

The original US charge was that the 
Soviet Union has used trichothecene 
toxins, produced by the fusaria fungus, 
which are reported to cause skin lesions, 
vomiting, diarrhoea and internal bleed- 
ing. The US allegations are based on 
evidence accumulated since 1979 when 
reports of chemical warfare in Laos first 
surfaced. The evidence consists of inter- 
views with alleged witnesses and vic- 
tims' — primarily Hmong refugees from 
Laos now in Thailand — reports of the 
toxins in environmental and medical 
samples, the samples themselves and 
classified intelligence data. 

Earlier this year in a report to con- 
gress, President Reagan said there had 
been no confirmed chemical and toxin 
attacks in Cambodia, Laos or Afghanis- 
tan in 1984. US officials told the 
REVIEW that while there are reports of 
chemical warfare still in Cambodia, 
there have not been incidents in Laos 
since 1982, and that in general the 
number of incidents has decreased 
sharply. According to Pentagon 
sources, the consensus in the US Gov- 
ernment is that the Soviets were experi- 
menting with chemical weapons. 

In September 1981, when the then 
secretary of state Alexander Haig 
first made the allegations, the evi- 
dence consisted of one leaf and twig 
sample from Cambodia — on which one 
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academic laboratory had found traces of 
the toxins — and a gas mask from Af- 
ghanistan. Several government officials 
have said, off the record, that at the 
time they felt Haig's charge was prema- 
ture, but that the accumulated body of 
evidence has vindicated him. 

The Scientific American — article 
points out that the US Army and two 
university laboratories have tested 
about 100 environmental samples. 
Traces of trichothecenes have been re- 
ported in six of these sam- 
ples, all collected in 1981 
and 1982. A University of 
Minnesota laboratory has 
found most of the positive 
samples. But the army, ac- 
cording to the article, has 
not detected the toxins in 
more than 80 samples it has 
analysed, though it has 
found the trichothecenes in 
samples intentionally spiked 
with the toxins — confirm- 
ing its ability to detect them 
if they exist. 

Moreover, the article 
says, concentrations of 
toxins found are within the 
range of trichothecenes that 
has occurred naturally, in- 
festing food and feedgrains 
in Europe, Japan, Australia 
and India. The Scientific 
American article analysed 
217 interviews, including 
193 done with Hmong re- 
fugees from 1979-83. 


he colour of the alleged 

chemicals is described as 
yellowish by more than 85% of those in- 
terviewed. Only a third cite a specific 
delivery system, and the accounts vary 
greatly. According to the article, while 
60% of the respondents report deaths, 
only eight out of 217 reported all the 
symptoms, with 8% reporting vomiting, 
and 10% diarrhoea. Most of the Hmong 
interviewed were in Ban Vinai camp. 
Those interviewed were not random 
samples, but all people who had report- 
ed symptoms. 

In 1973-74, the CIA did spray her- 
bicides on Hmong poppy fields, and 
some analysts believe this might have 
suggested to the Hmong that the same 
thing had happened again. Similar 
symptoms were reported by Montag- 
nards in Vietnam in 1972 after they were 
sprayed with herbicides which should 
not have had such effects. That puzzle 
has remained unanswered. Such 
theories about cultural mythology, 





however, do not explain the accounts of 
illness and death. 

There are several other problems 
with the US case. In contrast to the con- 
firmed use of mustard gas and nerve gas 
in the Iran-Iraq war, for instance, no 
chemical weapons, cannister or frag- 
ments have been produced from Asia. 
Also not clear is why the Soviets would 
use the toxins when they have other 
chemical weapons which are cheaper 
and more effective. Saul Hormats, 
former director of the US Army's chem- 
ical weapons programme, says that 
tricothecene is much less toxic than 
other agents and “at a minimum [it] 
would take about 3,000 tonnes of yellow 
rain to attack a village." 

Another curiosity is the fact that the 
toxins only remain in the body for about 
48 hours, yet some of the biomedical 


samples were taken weeks after the 
symptoms were reported. There are 
also conflicting analyses. In an autopsy 
of a Khmer Rouge soldier taken in 1982, 
a US laboratory found toxins which it 
said were of man-made origin, but à 
Canadian laboratory examining identi- 
cal blood and tissue samples concluded 
the soldier died of malaria. 

US officials have a variety of re- 
sponses for sceptics. The State Depart- 
ment issued a four-page reply to ques- 
tions arising from the Scientific Ameri- 
can article. This stated that “we find no- 
thing new in this paper," and argued the 
bee faeces theory "is inconsistent with 
the large body of scientific as well as 
other factual evidence." It added em- 
phatically: "The US has subjected both 
its evidence and its conclusions to exten- 
sive review and analysis . . . Our cónclu- 
sions stand." 


The discrepancies in laboratory 
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analyses, US officials say, may be due to 
poor storage of samples. US officials 
also say much material is classified. 
Asked about the lack of any chemical 
weapons or cannisters and the small 
percentage of total samples containing 
toxins, a Pentagon official told the 
REVIEW that there is more evidence 
than has been disclosed, and added: 
"We've had a helluva time getting the 
intelligence community to release the 
compendium of data." 

US officials’ say there is classi- 
fied material, documenting toxic 
weapons being unloaded in Southeast 
Asia as well as radio intercepts and 
photos documenting Soviet involve- 
ment. A Pentagon source added: "Me- 
selson and Co. don't have all the evi- 
dence." 

One key question to which US offi- 
cials do not have a viable answer to is 
why the overwhelming majority of the 


environmental samples — Meselson 
claims all the samples — contain 
pollen. 


A Pentagon official said bluntly: “I'm 
not sure I can explain the pollen,” and 


added: “A small portion of the samples 
don't contain pollen." 


eginning in 1982, investigators in 

Britain, and later in Canada and 
Thailand, discovered independently that 
yellow-rain samples contained large 
amounts of pollen. Meselson told the 
REVIEW that a number of samples given 
to the Canadian Government by 
Hmong refugees were made available in 
late 1982 and contained pollen. Piecing 
this phenomenon of yellow material 
containing pollen together with the dis- 
covery that Asian honeybees deposit 
yellowish faeces, Meselson along with 
several botanists and bee experts began 
to assemble more parts of the puzzle. 
The size of the yellow-rain spots in sam- 
ples matched the faeces deposits of two 
species of Asian honeybees. 

Further analysis of the Canadian 
samples and a yellow rain sample ob- 


FAR EASTERN ECONOMIC REVIEW e 26 SEPTEMBER 1985 


— 6 Tete eee 


tained by ABC News yielded more evi- 
dence of bee faeces. Pollen analysis can 
provide specific details of the type of 

lant the pollen came from. All the pol- 
en in the samples were identified as 
coming from plants common in South- 
east Asia and compatible with the con- 
ditions near the location of alleged 
chemical attacks. 

Moreover, Meselson said in an inter- 
view that pollen types in the samples 
"match the types found in honeybees 
and bee faeces collected in Thailand and 
along the Thai-Laotian border." Mesel- 
son also pointed out that all the spots of 
vellow rain have different mixtures of 
pollen, which would be expected in bee 
faeces but man-made substance would 
tend to be more uniform. 


ne problem was how to explain re- 

fugee accounts that yellow rain falls 
in showers. A 1977 paper done at Nan- 
jing University in China described mas- 
sive showers of bee faeces in Jiangsu 
province, though those who witnessed it 
did not report seeing any bees. Mesel- 
son and two of his colleagues undertook 





field tests in Thailand in March 1984 in 
which they discovered evidence that 
thousands of bees living in colonies of 
nests in forest trees, regularly take defe- 
cation flights. 

Near the village of Khua Moong, just 
south of Chiang Mai, the scientists re- 
pore actually witnessing a shower of 

ee faeces which fell on them, their veh- 
icle and on the surrounding area for ap- 
proxiately five minutes. They observed 
that though they had seen thousands of 
bees leaving their nests moments be- 
fore, during the shower they could 
not actually see the bees, which were 
apparently flying too high to be visi- 
ble. 

Meselson's group also went to Ban 
Vinai camp and interviewed 16 groups 
of people asking them to identify leaves 
with vellow bee faeces. Several groups 
identified the samples as vellow rain. 

Although the scientists’ evidence is 


convincing, it does not explain the re- 
ports of deaths and illness. The bee 
theory suggested that trichothecene 
toxins. could occur naturally, growin 
from fusuaria on pollen or mouldy food. 
During his trip to Thailand last year 
Meselson collected bee excrement and 
mouldy food and had 13 samples 
analysed to determine if there were na- 
tural occurrences of the toxins. He told 
the REVIEW: “All the results were nega- 
tive.” 

Moreover, two Canadian experi- 
ments also raise questions about the 
"natural occurrence" theory. Bruno 
Schiefer, a Canadian toxicologist and à 
research assistant tried to grow the 
trichothecenes associated with yellow 
rain under the most favourable labora- 
tory conditions. The results were that 
the fusaria fungi showed little or no abi- 
lity to produce such toxins. Meselson 
speaks favorably of Shiefer's work, but 
argues the experiments were not 
exhaustive and still do not rule out the 
possibility. 

“Ruling out natural occurrence 
doesn't detract from the bee faeces 
theory because the evidence of toxins is 


‘not conclusive.” Meselson added. "It is 


not as if the Russians are not doing all 
sorts of nasty things. Maybe there are 
toxins, but there is no solid evidence of 
trichothecenes. " 

The Scientific American article does 
point out: “It cannot be proved that 
some kind of chemical warfare has not 
taken place. The evidence for it, how- 
ever, from interviews with alleged wit- 
nesses as well as from chemical analysis 
of samples, is ambiguous and conflict- 
ing. We are reasonably confident about 
the origin of the alleged chemical agent 
itself, the yellow rain: it is a phenome- 
non of nature, not of man." 

Some chemical-warfare analysts say 
that the Soviets have used chemical- 
warfare agents on a few occasions. Al- 
though the Canadian, French, Austra- 
lian and British governments have in- 
vestigated the vellow rain charges, none 
have fully endorsed the US allegations. 
Well-placed sources told the REVIEW 
that Britain is sceptical of the evidence, 
though it is accepted the Soviets have 
been developing biological and chemi- 
cal warfare capabilities. This has spur- 
red the US to revive its efforts, dormant 
since then president Richard Nixon un- 
ilaterally halted production in 1969, US 
efforts to restart the chemical weapons 
programme have gone on in tandem 
with the yellow rain accusations. 

If the Soviets are using or transfer- 
ring chemical weapons such actions 
would violate the 1925 Geneva Protocol 
which bans the use but not possession of 
chemical and biological weapons and 
the 1972 Biological Weapons Conven- 
tion. Laos and Cambodia are not parties 
to the Geneva protocol though the US, 
the Soviet Union and Vietnam are. All 
five nations are parties to the 1972 ac- 
cord. o 
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About those refugees 


Indonesia needles Vietnam over new boat-people arrivals 


By Lincoln Kaye in Jakarta 


iplomatic observers were puzzled at 

the unexpected intrusion of Viet- 
nam's refugee issue in talks here be- 
tween Vietnamese Foreign Minister 
Nguyen Co Thach and his Indonesian 
counterpart, Mochtar Kusumaatmadja, 
early this month. In a press conference 
held by both officials after the meeting, 
Mochtar reported having raised 
Jakarta's concern over the continued in- 
flux of Vietnamese “boat people" into 
Indonesia. 

On the face of it, nothing seems to 
have changed with regard to the refugee 
problem for Indonesia. Recent refugee 
arrival figures indicate no significant de- 
viation in their numbers from seasonal 
norms for Indonesia or for neighbour- 
ing "first-asylum" countries, though the 
totals were still far below the peak flows 
of 1979-80. 

Resettlement in third countries pro- 
ceeded apace, the figures indicate. 
None of the boat people will be left in 
Indonesia, according to assurances 
which accompanied a 1979 agreement 
under which the UN High Commis- 
sioner for Refugees (UNHCR) set up its 
camps here. All eventually are to be re- 
settled in third countries. 

Meanwhile, the nearly 10,000 re- 
fugees still in Indonesia remain con- 
fined to Galang island, north of 
Sumatra near Singapore. Their tsola- 
tion there alleviates concern in Jakarta 
over any potential security threat posed 
by a large influx of ethnic Chinese or 
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other nationals from communist Viet- 
nam. The financial burden of the is- 
land’s camps falls not on Indonesia but 
on the UNHCR so why, some observers 
ask, had Mochtar brought up the matter 
amid such an otherwise upbeat occa- 
sion? 

"They're worried about ‘compassion 
fatigue’ in the recipient countries,” one 
refugee worker suggested. “We all are. 
For the time being, resettlements are 
moving along in the big four: the United 
States, Australia, Canada and France. 
But looming recession and job scarcity 
have taken their toll on the host coun- 
tries’ readiness to accept more refugees. 
One day, these governments could just 

ull the plug. and then where would the 
UN assurances leave Indonesia? You 
can't resettle these people in Dag Ham- 
merskjold Plaza, after all.” 

Indonesia's own compassion for the 
refugees is also showing signs of fatigue 
now that the UNHCR's annual refugee 
budget has been sharply curtailed from 
its 1979-80 peak of nearly US$12 mil- 
lion. These allotments covered building 
the camps, which were designed to hold 
about 20,000 people. In Tanjung 
Pinang, an entrepot island near Galang, 
construction contractors and provision- 
ers enjoyed a few lucrative years. How- 
ever, in recent years successive 
UNHCR directors in Jakarta have been 
paring back runaway expenses, to the 
discomfort of vested Indonesian in- 
terests. 


Arms for friendship 


Washington offers military technology to New Delhi 


By Nayan Chanda in Washington 
eveloping the trend of warmer Indo- 
US relations set during the visit of 
Indian Prime Minister Rajiv Gandhi in 
June, Washington has opened the door 
of its defence industries to New Delhi. If 
the talks begun during a recent Indian 
defence delegation visit succeed, the US 
may become involved in the production 
of India's top-of-the-line aircraft. 
Meanwhile, the recent cancellation 
of the US sale of a high-speed camera to 
Pakistan has again highlighted the mias- 
ma of distrust about the Pakistani nuclear 
programme hanging over US-Pakistan 
relations (THE 5TH COLUMN, page 36). 
The Indian defence team led by V. S. 
Arunachalam, science adviser to the 
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Ministry of Defence, was given an un- 
usually warm welcome. During a two- 
week visit in August, Arunachalam met 
US Secretary of Defence Caspar Wein- 
berger, National Security Adviser 
Robert McFarlane and other defence 
officials and visited a number of air- 
craft- and electronic-industry establish- 
ments. A number of US defence con- 
tractors are scheduled to visit. India 
shortly, followed by a Pentagon re- 
search team which will look at the possi- 
bility of US participation in building a 
light combat aircraft for the 1990s, 
Although there is no evident linkage 
in the two events, the announcement, 
shortly before the Indian team's visit, 
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Today, with the camps virtually com- 
plete on Galang and international-relief 
priorities diverted to West Asia and Af- 
rica, the running costs for the Indone- 
sian operation have been cut down to 
less than US$1 per day per refugee for 
food and medicine, UNHCR sources 
said. And even these levels will prove 
difficult to maintain, say officials from 
the Coordinating Council for Vietnam- 
ese Refugees, the government agency 
that supervises the programme and 
mediates with contractors, 

This year's UNHCR budget is down 
to just US$1.6 million, 20% off last 
year’s, an Indonesian source said. “At 
that rate," he added, “they won't be 
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that Pakistan would not seek E2C Haw- 
keve surveillance aircraft from the US 
has created a warmer climate for talks 
on Indo-US defence cooperation. 
While the US officials deny that the In- 
dian objection was any factor in drop- 
ping the idea of selling Hawkeyes to 
Pakistan, Indians seem to read it as indi- 
cation of a new US respect for India's 
security concern. 


LOS year Pakistan expressed interest 
in buying two, possibly four Hawk- 
eyes in order to strengthen its air defence 
against increasingly active Soviet air- 
craft in Afghanistan and against India. 
Earlier this year a Hawkeye was flown 
to Pakistan for a demonstration. India 
had criticised the move as the aircraft 
would have “force-multiplier” effect on 
the Pakistani Air Force vis-a-vis India. 
Indian security specialists argued that 
the Hawkeye’s electronic counter-mea- 
sure could “blind” an enemy aircraft 
and considerably enhance Pakistani air- 
craft capabilities. 
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able to run the programme beyond Oc- 


tober unless they somehow cut the camp 
population to 7,000.” 

That target, though, might prove 
hard to reach since neither Indonesia 
nor the UNHCR control the rate of re- 
fugee departures from Vietnam. When 
Galang was first set up in 1979, the 
countries of first asylum and final 
sanctuary had all tacitly assumed the re- 
fugee flood would dry up of its own ac- 
cord in time. After all, it was reasoned, 
only a finite number of people had di- 
rect links to the US-backed Saigon re- 
gime or family ties abroad. Then, too, 
once the limited stock of old fishing 
vessels available for sale was used 
up, the boat people could no longer set 
sail. 


N either premise held true, to Indone- 
sia's dismay. Instead, the flow of 
politically motivated refugees is giving 
way to a more economically inspired 
exodus. And since last year, the 
erstwhile one-way traffic of dilapidated 
refugee boats is being supplanted by a 
two-way shuttle service run on a com- 
mercial footing. 

"We're seeing fewer and fewer re- 
e with any grounds to fear politi- 
cal, religious or ethnic persecution,” re- 
ports one Indonesian official who 
monitors the debriefing reports of new 
arrivals at Galang. “We used to get 
mostly civil servants or professionals or 
ethnic Chinese. Now we're seeing 
apolitical farmers or traders who simply 
want a better life for themselves and 
their descendants. On average, the edu- 
cational standards and economic brac- 
ket of the newer refugees are lower, 
their overseas ties more remote and 
their ethnic mix weighted more in 
favour of native Vietnamese.” 

Third countries are also less recep- 


Whether as a result of US reluctance 
to authorise the sale or due to its high 
cost, in late July Pakistan announced 
that it was no longer considering buying 
the E2C aircraft. The US is now trying 
to persuade Pakistan to look at other 
options of air defence, such as electro- 
nic gear mounted on a tethered balloon 
or fitting some of Pakistan’s dozen C130 
transport aircraft with surveillance gear 
— which would be considerably cheaper 
than US$750 million for four Haw- 
keyes. It was perhaps no coincidence 
that shortly before the Pakistani an- 
nouncement, Washington stepped up 
the delivery of previously ordered Side- 
winder air-to-air missiles and Stinger 
ground-to-air missiles to Pakistan be- 
cause of “repeated violations of Pakis- 
tani air space and territory by com- 
munist aircraft operating from bases in 
Afghanistan.” 

Indian sources told the REVIEW that 
the announcement about the E2C had 
enabled the Indian defence visit to take 
place “at this time.” However, asked 
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tive to such refugees, with the result that 
the proportion of “long-stayers™ in the 
camps — refugees who have been there 
for two years or more — is gradually 
creeping up. They now comprise nearly 
20% of the total in Galang, one Indone- 
sian source said. The UNHCR places 
the number at closer to 6%. 

Indonesia fears being saddled with 
some of these refugees in the long run. 
Jakarta officials also privately voice im- 
patience with what they see as an abuse 
of compassion: “Of course we stand 
ready to help genuine refugees. But 
economic immigrants are another mat- 
ter. Our own country exports tens of 
thousands of workers to the Middle 








about the linkage, a well-placed Ameri- 
can official remarked that “Indians are 
welcome to their delusions” about the 
effect of their objections on US deci- 
sion-making. Whatever may be the 
truth, all sources concurred that 
Arunachalam’s US visit took place in a 
considerably warmer atmosphere than 
during his previous trip last year. 


(auo successful visit had taken 
place in the interval and, more im- 
portantly, signing of a memorandum of 
understanding on dual technology 
transfer between India and the US ear- 
lier this year had created a new climate. 
The sale of 52 high-speed computers for 
possible dual (civilian and military) use, 
which was earlier stopped by the US 
Government, was recently cleared as a 
result of Indian assurances not to divert 
them to military use. 

Although Arunachalam's rank is 
only that of a secretary, he was received 
by McFarlane and Weinberger. The 
Defence Department also arranged for 
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East, and the United Nations never bats 
an eye." 

The commercialism of the shuttle 
service across the South China Sea par- 
ticularly offends Indonesian sen- 
sibilities. Where it used to cost just 
three taels of gold per refugee to buy a 
whole boat for a one-way passage, the 
refugees now must pay the shuttle 
operators 10 taels just to be dropped off 
on a remote Indonesian beach or 
offshore oil rig. “Somebody else makes 
the profit, and we're left with the prob- 
lem,” as Mochtar summed it up. To dis- 
courage the practice, Indonesian patrol 
vessels have started pursuing and im- 
pounding the shuttle boats. 

As a result, a new sore point has ari- 
sen in Jakarta-Hanoi relations: what to 
do with the captured shuttle-boat crew 
members, who now number more than 
30? They are not classified as refugees 
because they request repatriation in- 
stead of third-country asylum. But by 
Vietnamese reckoning, they forfeited 
citizenship rights when they illicitly left 
home and are not accepted back. What 
makes this stance especially galling to 
the Indonesians is that the refugees 
say the shuttle service is run with 
at least some degree of official con- 
nivance. 

So far only one shuttle crewman has 
been successfully repatriated to Viet- 
nam after nearly a year's petitioning, 
based on what an Indonesian official 
calls “a cooked up story" about his hav- 
ing been hijacked into making the cross- 
ing. Jakarta officials worry that this 
episode could be an indication of what 

hach had in mind when he reportedly 
told Mochtar that Hanoi would consider 
refugee repatriation requests only on a 
“case-by-case” basis. If so, the problem 
of the shuttle crewmen seems certain to 
grow. o 


a full and unrestricted visit to defence 
industries. Accompanied by the head 
of India's state-owned aircraft manu- 
facturing organisation Hindustan 
Aeronautics Ltd and other experts, 
Arunachalam visited General Electric, 
Grumman, Northrop and Lockheed 
factories as well as lning electronic 
manufacturers such as ITT and Control 
Data Corp. Sources said that one of the 
main objectives of the Indian team has 
been to look at jet engines and 
avionics and explore the possibility of 
co-production. Indians have made it 
clear that they are not interested in ia 
ing weapons systems off the shelf. 
Ideally India would like to develop 
jointly with US firms components for a 
light combat aircraft that it has been de- 
signing. Sources said that India has ex- 
pressed interest in a state-of-the-art jet 
engine being developed by General 
Electric. 

Experts from all the aircraft manu- 
facturers visited by the Indian team are 
expected to visit India shortly to hold 
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more detailed talks with Indian counter- 
parts and assess the possibility of coope- 
ration. A Defence Department delega- 
tion is also scheduled to visit India later 
this year. 

While Washington is determined to 
bolster Pakistan against possible Soviet 
attacks and provide necessary assur- 
ances, there is a clear recognition here 
that this should not be done to the point 
of antagonising India. Washington is 
also willing to acknowledge India's pre- 
dominant role in the Subcontinent in 
the hope that it will thwart the Soviet 
drive towards the Indian Ocean. In a re- 
cent interview with the REVIEW, Wein- 
berger said: "India is an enormously im- 
portant country and one of the major 
dominant states in that whole region. 
So, as such, it is hoped generally that 
India will assist, as I think they are try- 
ing to do, in moderating various ten- 
sions within that area." 

One way Washington seems to want 
to encourage India to reduce its heavy 
dependence on the Soviets is by offering 
India modern defence technology. 
Weinberger told the REVIEW: “India 
has expressed some interest in arms 
transfers of particular kinds. These re- 
late to such matters as what's the most 
suitable aircraft, what's the most suita- 
ble and effective air defence, what are 
the military needs of India, how can we 
best be of assistance. There is a desire 
on our part to be of assistance in ways 
that the Government of India would 
find most effective." 


ccording to a well-placed US source, 

"there is considerable debate within 
the administration over how much to 
offer to India. Ultimately the president 
will have to clinch the debate." The 
time for that decision would come by 
the beginning of next year, when India 
will have decided what it wants from the 
US. 

Last month, Washington withdrew 
the sale of a flash X-ray camera, which 
has many industrial uses and was sought 
by Pakistan for photographing the im- 
EN of exploding shells on armour. 

owever, after the licence had been is- 
sued, the deal ran into problems when 
Pakistan nominated officials from its 
Atomic Energy Commission to be 
trained in the use of the camera. In view 
of the fact that the flash X-ray camera 
could be used to photograph the trigger- 
ing process of a nuclear explosion, the 
choice of the trainees set off the alarm. 

The latest incident, coming after the 
aborted Pakistani attempt to smuggle 
from the US krytrons — high-speed 
switching devices which could be used 
for a nuclear trigger mechanism 
(REVIEW, 14 Mar.) — has helped to re- 
mind Washington that, despite Pakis- 
tani denials, it has not abandoned its 
search for nuclear arms. The incident 
also underlines the problems that lie 
ahead for a new arms package for Pakis- 
tan beginning in 1987. D 





Averting a race to a 
nuclear Armageddon 


f current trends are not arrested, the 

intensifying nuclear rivalry between 
India and Pakistan could soon erupt 
into a full-fledged nuclear-arms race. A 
nuclearised South Asia would not only 
pose a grave threat to regional security 
but would heighten pressures for the ac- 
quisition of nuclear arms around the 
world. 

In reality, the Indo-Pakistani nu- 
clear-arms race has already begun, but 
India has been so far in the lead that it 
has not yet chosen to respond openly to 
the emerging challenge from  Is- 
lamabad. India tested a single nuclear 
device in May 1974. Since 
then, India is, believed ; 
not to have built or de- ž 
ployed nuclear arms. If 3 
Pakistan tests a nuclear $ 
device, however — and 

ossibly even if it deve- 
ops a credible nuclear 
capability without a test 
— many fear India will re- 
spond with further nu- 
clear testing of its own or 
the open manufacture of 
nuclear arms. 

Even before India's 
1974 detonation, then 
Pakistani president Zul- 
fikar Ali Bhutto is be- 
lieved to have launched a 
Pakistani nuclear-wea- 
pons programme. The de- 
cisive step wasreportedly 
taken in 1972 at a secret 
meeting in Multan, ac- 
cording to several aides 
who were present. Bhut- 
to's decision is thought to 
have been a response to Pakistan's bitter 
defeat in the 1971. Indo-Pakistani war, 
which left East Pakistan as the indepen- 
dent state of Bangladesh, as well as to 
India's growing, if then still unde- 
monstrated. nuclear capability. 

Producing the necessary nuclear 
material, either plutonium or highly en- 
riched uranium, poses the greatest obs- 
tacle to developing nuclear weapons. In 
1973, within a year of the Multan meet- 
ing, Bhutto began negotiating to buy a 
reprocessing plant from France that 
would have permitted Pakistan to sepa- 
rate 
its Canadian-supplied power reactor, 
These plants were to be placed under 
International Atomic Energy Agency 
inspection, unlike the Canadian-sup- 
plied research reactor and an indigen- 
ous reprocessing plant that produced 
the plutonium for the Indian explosion. 
Nonetheless, France cancelled the deal 


Bhutto; Singh: 


lutonium produced in the fuel of 


3 
: catching up to India. 


in 1978 largely because of US concern 
that Islamabad might ultimately use the 
reprocessing plant for military ends. In- 
deed, in a 1978 téstament written 
shortly before his execution at the hands 
of his successor, President Zia-ul Haq, 
Bhutto declared that Pakistan was “on 
the threshold of a full nuclear capabil- 
ity" comparable to Israel's and South 
Africa's. “All we needed was the nu- 
clear reprocessing plant," he said. 

By that year, however, Pakistan was 
already pursuing a second route to the 
bomb, the construction of a uranium en- 
richment plant at Kahuta for improving 





natural uranium to weapons grade. Ac- 
cording to a subsequent Dutch Govern- 
ment investigation, in 1975 Islamabad 
obtained closely guarded know-how for 
the plant, when Dr A. Q. Khan, a Pakis- 
tani metallurgist trained in West Ger- 
many, fled to Pakistan after gaining ac- 
cess to details of the West German-Bri- 
tish-Dutch uranium enrichment plant at 
Almelo in the Netherlands. 

Since then, Islamabad has made ex- 
tensive efforts to obtain components for 
the Kahuta plant from a number of 
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spread of nuclear weapons. 
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Western nations, largely by clandestine 


means including the use of front corpo- 
rations and transshipments through 
third countries. Government reports 
and indictments in the US, Canada, the 
Netherlands, Britain and West Ger- 
many have documented these Pakistani 
smuggling activities, 

By the late 1970s, as news of Pakis- 
tan's enrichment plant began to leak 
out, Islamabad gradually displaced Pe- 
king, which had joined the nuclear club 
in 1964, as New Delhi's most immediate 
nuclear concern. 

In 1979, for example, then Indian 
prime minister Charan Singh declared: 
"We do not want to join the race to 
make a bomb. .. But if Pakistan sticks 
to its plans to assemble a bomb, we will, 
perhaps, have to reconsider the whole 
question." When former prime minister 
Indira Gandhi returned to power in 
1980, she stated that India reserved the 
right to conduct further nuclear explo- 





Gandhi; Zia: danger to status quo. 


sions if required by the "national in- 
terest." In 1981, as she was advising par- 
liament that her government would “re- 
spond in an appropriate manner" to 
Pakistan's nuclear activities, press ac- 
counts quoted US intelligence sources 
as stating that India was readying a sec- 
ond test. Although no test has been con- 
ducted, India was reported as late as 
1983 to be keeping its test site in a state 
of readiness. 

In 1982 and 1984, moreover, stories 
surfaced that New Delhi was giving seri- 
ous thought to a pre-emptive military 
strike against Pakistan's nuclear 
facilities, in particular the Kahuta plant. 
No raid has occurred, in part, no doubt 
because India's own nuclear installa- 
tions would be all too vulnerable to re- 
taliation. 

Where do the two nuclear program- 
mes stand today? In early 1984, Khan, 
now the leader of Pakistan's nuclear en- 
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richment effort, announced that Pakis- 
tan had succeeded in producing en- 
riched uranium, a point later reaffirmed 
by Zia. Whether weapons-grade mate- 
rial had been produced, and if so, how 
much, were not specified. 

Several months later, US Sen. Alan 
Cranston and a Senate Foreign Rela- 
tions Committee staff report separately 
concluded that an active Pakistani nu- 
clear-weapons effort was continuing, 
while reports circulated that China had 
given Islamabad detailed information 
on nuclear-weapon design. The Sep- 
tember 1984 conviction of a Pakistani 
national in Houston, Texas, for at- 
tempting to smuggle 50 high-speed elec- 
tronic switches used in atomic weapons 
to Pakistan appeared to confirm these 
fears. Although US administration con- 
tacts have discounted several recent US 
and British press accounts that Pakistan 
now has sufficient material for one or 
more atomic bombs, Pakistan appears 
to be on the brink of pos- 
sessing the requirements 
for its first nuclear 
weapon. As Indian 
Prime Minister Rajiv 
Gandhi declared in a re- 
cent interview: “They 
are very close to one if 
they haven't got one.” 


pos has avoided an 
overt response to this 
increasing threat but has 
not been idle. Since 
1974, it has built or refur- 
bished four major nu- 
clear installations not 
subject to IAEA inspec- 
tion, sometimes going 
to considerable expense 
and effort to avoid such 
supervision. 

India claims that the 
relevant plants are part 
of a civil-nuclear power 
and research program- 
me, but with three of the 
four facilities now operating, India 
has gained the capacity to. produce 
enough plutonium that is unrestricted 
by international control for about 10 
weapons annually — a 10-fold increase 
over its 1974 capability. Moreover, 
Gandhi's recent statement to a French 
newspaper that India could have nu- 
clear weapons in "several weeks or sev- 
eral months," strongly suggests that 
India has already prepared the high- 
precision non-nuclear components for 
atomic weapons, leaving it only “a 
screwdriver away" from a small nuclear 
arsenal. 

India could partly assuage concerns 
over this build-up by making clear that 
much of its existing plutonium stockpile 
will be used to fuel a soon-to-operate 
experimental breeder reactor. 

Nonetheless, the more immediate 
danger to the nuclear status quo in the 
region is the threat of Pakistani nuclear 


arming which would risk pushing India to 


the active pursuit of nuclear weapons. If 
the Pakistani programme can be ar- 
rested, India seems unlikely to take 
major steps in this direction, given the 
costs of such an effort and the potential 
for seriously complicating relations with 
the superpowers. A nuclear test, for 
example, would not only chill New 
Delhi's relations with Washington at a 
time when both sides are hoping for im- 
proved ties, but under US law would 
also mean the cutoff of American eco- 
nomic aid and Export-Import Bank 
credits and, quite possibly, US opposi- 
tion to loans by multilateral financial in- 
stitutions. 

Pakistan would suffer similar penal- 
ties for conducting a test and most ob- 
servers believe it will refrain from such a 
step rather than jeopardise the US$3.2 
billion in economic and military aid Is- 
lamabad began receiving from Wash- 
ington in 1982. Still, as Khan himself has 
noted, by relying on open sources and 
testing the non-nuclear components of 
weapons, Pakistan could develop a 
threatening nuclear capability without à 
nuclear demonstration — particularly if 
China, as alleged, has aided in the ef- 
fort. 

The key to reducing Indo-Pakistani 


€ If Pakistan tests a nuclear 
device, . . . many fear India 
will respond with further 


nuclear testing of its own or 
the open manufacture of 
nuclear arms. 





nuclear tensions is to persuade Is- 
lamabad not to produce weapons-grade 
uranium at its Kahuta enrichment plant 
and thus to stop short of de facto nuclear 
arming. If Washington is serious about 
tying US aid to non-proliferation, it 
would do better using its leverage to dis- 
courage Zia from crossing this 
threshold, rather than trying to prevent 
a test. 

Pausing at this earlier threshold 
would serve Islamabad's interests, too. 
Ties to Washington could be solidified 
and conventional forces strengthened, 
while the nuclear option would be kept 
essentially intact, but some time away 
from actualisation. The nuclear card 
would thus remain a useful political tool 
without, one hopes, provoking an In- 
dian response. 

In a recent interview, Zia declared 
that Pakistan was, indeed, limiting the 
output of the Kahuta plant to 5%-en- 
riched uranium, far below the 90%-level 
required for explosives. While many of 
his prior pronouncements on the Pakis- 
tant nuclear programme have been sub- 
sequently disproven, if Zia has, in fact, 
adopted this stance, it may yet be possi- 
ble to calm South Asia's nuclear vexa- 
tions with this 5% solution. o 
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. By Carl Goldstein in Taipei 


A; official visit to Taipei by Nicara- 
F" guan Tourism Minister Herty Le- 
vites has focused attention on a little- 
nown relationship between two 
ideologically strange bedfellows. Le- 
wites' five-day visit, which ended on 12 
September, included meetings with Pre- 
mier Yu Kuo-hwa and other top offi- 
— eials, and featured the signing of an 
agreement to increase economic ties, 
sources said. 
Taiwan's diplomatic ties with the 
- leftist government in Managua are so 
sensitive that Taipei released for publi- 
cation only a three-line notice of the 
visit on the day of Lewites' arrival. Nor- 
= mally the government plays up all such 
. diplomatic contacts to the hilt, with 
| wide press coverage of even the most 
| mundane event on a visiting official's 
| itinerary. This time, the Ministry of 
— Foreign Affairs (MoFA) refused all 
| comment except to confirm that the 
. minister was in Taipei. 
— The administration of President 
Reagan is implacably hostile to the San- 
— dinista leadership in Managua, and this 
| leads Taipei to be doubly circumspect. 
— A researcher at Taiwan's quasi-official 
| Institute. of International Relations 
said: "We have to avoid offending 
. Washington on the one hand and, at the 
. same time, not confuse our own people 
who've been taught to be anti-com- 
J. munist." 
= The visit came at a time of increased 
- diplomatic activity in Taipei's Latin 
_ American relations. Vice-President Lee 
 Teng-hui, returning a May visit by 
| Costa Rican President Alberto Monge, 
. was on a 20-day tour of Costa Rica, 
Panama and Guatemala that was due to 
| wind up on 24 September. Earlier this 
ear, Lee visited Uruguay and 
. Paraguay. 
| | Because of Taiwan's growing dip- 
~ Jomatic isolation, it works hard to main- 
| tain relations with its remaining 24 dip- 
— lomatic partners. The current flurry of 
. activity is in part an attempt by Taipei to 
| stem further decline in that number. In 
| July, Bolivia suddenly announced the 
. establishment of relations with Peking, 
| and analysts say Panama and Uruguay 
. may follow suit. “The only totally safe 
country is Paraguay," said a foreign 
.| analyst. 
When the Sandinistas came to power 
in 1979, Taiwan recognised the new 
government on its second day of exis- 
tence. Since then, Taipei has extended 
substantial assistance to Nicaragua, in- 
cluding low-interest, hard-currency 
.| loans of US$6 million and US$3 million 
in 1982 and 1984, respectively. The 
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1 The KMT plays down a visit by a Nicaraguan tourist official 
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terms of the loans stipulated that the 
funds be used to purchase Taiwan pro- 
ducts. 

In addition, Taipei has two aid mis- 
sions in Nicaragua, one running an ex- 
perimental agricultural station and the 
other a fisheries project. These are 
among 16 similar teams in every country 
in Central America except Mexico, 
which does not have diplomatic ties with 
Taiwan. Trade between the two coun- 
tries was a miniscule US$20 million in 
1984, but Nicaragua has high hopes of 
boosting sales of cotton, beef and 
timber to Taiwan. 

Lewites' appearance in Taipei main- 
tains a recent tradition of a ministerial- 
level visit roughly once a year. Last year 
it was the minister of foreign trade who 





Lee in Guatemala: diplomatic flurry. 


came. Although Lee skipped Nicaragua 
on his Central American trip, he met 
with Nicaraguan President Daniel 
Ortega in Uruguay earlier this year. 
Nicaragua has — been led to 
expect a high-level delegation from 
Taiwan next year, possibly headed by 
Lee. 


Avo the total amount of aid 
Managua receives from Taiwan is 
not large, it is sufficient to keep the San- 
dinistas tolerant of Taipei's sensitivity 
to the ideological anomalies involved. 
Nicaragua s Ambassador to Taiwan 
Jorge Huezo told the REVIEW: “In the 
light of Taiwan's dependence on the 
United States, we understand their re- 
luctance to advertise our relationship.” 
Visiting Taipei from his Tokyo base — 
Huezo is concurrently accredited to 
Japan and Australia as well — the am- 
bassador nonetheless described 
Taiwan-Nicaragua ties as "stable and 
close." 
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. Officially, Taipei's foreign affairs 

Kkesmen say the relationship with 
Managua does not conflict with 
Taiwan's explicitly  anti-communist 
stance because the Sandinistas have 
never declared their government to be 
Marxist-Leninist, though individual 
members of the leadership have made 
no secret of their ideological affinities. 
Also, Nicaragua continues to maintain a 
mixed-market economy. 

Taipeis guiding imperative in 
foreign affairs is its determination to 
deny Peking further diplomatic gains. 
With Central America — save Mexico 
— the ruling Kuomintang’s last dip- 
lomatic full house, the stakes grow even 
higher. The Institute of International 
Relations researcher said: “We can't af- 
ford to break off diplomatic relations 
just for ideological reasons.” 

Taiwan has had some success in 
using aid and trade as carrots for waver- 
ing friends. Last year, Uruguay consi-. 
dered shifting diplomatic ties from 
Taipei to Peking until Taiwan stepped 
in with an offer to buy a million tons of 
soyabeans a year. A MoFA official said: 
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“We provide more aid to Uruguay than 
even the US." 

In any case, Peking has never made 
Latin America a major focus of atten- 
tion. In recent years, since moving away 
from aid-giving as a way of winning 
friends, Peking can no longer compete 
on that basis. Rather, the approach has 
been to assert political leadership of 
the Third World by arguing its posi- 
tions in international forums, including 
opposition to superpower domination 
and support for South-South coopera- 
uon. 

In the United Nations, Peking has 
faithfully backed every Nicaraguan ini- 
tiative. If the Chinese leadership was 
expecting a diplomatic payoff, how- 
ever, it has so far been disappointed. 
Besides the likelihood that more sub- 
stantial aid and trade benefits will flow 
from Taiwan, some observers think it 
likely that Nicaragua is sensitive to Mos- 
cow's reluctance to see Peking get a new 
foothold in the region. 








Until now, vou may have had one 
good reason not to own an IBM PC. 





If the IBM personal computer you've always IBM: 
wanted has been just out of reach, here’s 
some very good news: the IBM JX is here. — 

The new JX is a powerful IBM office tool incorporating some 
of the latest electronic technology. Technology which makes the JX 
more productive and less expensive. 

At the heart of the JX is the same 16-bit processor used in the 
IBM PC. But there is also new technology not found on any 
other IBM personal computer. Like 3.5-inch disk drives that are 
more compact, more convenient and more reliable. And high- 
density components that make the JX trim and compact, to look 
good on your desk without taking it over. 


Introducing the IBM JX. So advanced, its the most 








affordable IBM personal computer of them all. 


From the first day you can start to enjoy improved productivity. 
A broad range of easy-to-use JX business software speeds everything 
you do at your desk — writing, planning, filing, graphics, 
bookkeeping. In addition, you can choose from hundreds of other 
programs written for the IBM PC family. 

As you discover more ways an IBM JX can help, you can add 
powerful hardware options to expand its capabilities. You can plug 
in more memory, disk drives and peripherals at any time. 

Power, flexibility, superb software and a surprisingly low price. 
Now you’ ve got all the reasons you ever needed to own the IBM 
personal computer you always wanted. 





@ Fingers are an excellent judge of 
computer quality, and the IBM JX 
has the kind of keyboard typists like. 
The important keys (like the ‘shift’ 
and ‘return’ keys) are large, and 
positioned right where you expect to 
find them. 

In fact, you have a choice of two 
precision-touch JX keyboards: a 
98-key full kevboard with a numeric 
keypad, and a 79-key compact 
keyboard. Both feature the familiar 
IBM Selectric typewriter layout 





widely used in offices around the 
world. And both are conveniently 


wireless to let you place your key- 
board where it’s most comfortable. 


The IBM JX. Because vou ve got 
serious work to do. 





Specifications 


Processor: 16-bit 8088 
Speed: 4.77MHz 

ROM: | Megabit 
RAM: 64KB to 512KB 
Diskettes: 3.5-inch (360KB) 


(double side, double density) 


(2) Professional layout 
(98-key and 79-key models) 


Keyboards: 


Colour graphics: 16-colours 
Function keys: 10 


Music: 3-voices 


See the new IBM JX personal computer at any IBM authorised dealer in 


Australia, New Zealand, Hong Kong, Singapore or Malaysia. 


IBM isa registered trademark of the International Business Machines Corporation. 





@ The JX screen is easy on the eyes, 
with a bright, clear image for both 
text and graphics. A fine dot pitch of 
0.45 millimeters produces a crisp 
well-defined character set and 
impressive graphics. When you want 
to express your ideas in a colourful 
way, the JX gives you sixteen to 
choose from. 


e The JX is the first 
IBM computer to use 
3.5-inch diskette techno- 
logy. JX diskettes have 
lots of advantages. 

For one thing, they 
take up approximate- 
ly one third the space 
of a conventional 
5.25-inch diskette, 

yet they store just as 
much information — 
a full 360,000 char- 


acters. And because 


each diskette comes packed in its 
own rigid plastic case, your data will 
be far better protected against dust 
and stray fingerprints. 









Above: The NASA-specification Nikon F3 (astronaut' s right shoulder) 
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IKON’S THE ONE 


The most famous name in cameras. Out in space, or out in the 
garden. Nikon's the one. 

And for fully automatic snapshots, the Nikon L35AF is the one. . 
Everything is automatic. So all you do is point and shoot. Pop-up 
flash, film advance, and more — all are fully automatic. 

Next trip take along your Nikon. So no matter 
how far you're going, you'll have 


some down-to-earth pictures to AMI?) Í 25 [AF] 
show your friends. Nikon 


No one takes care of all your photographic needs like Nikon. 
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banks turn to Bankers Trust 


rate swaps. 


Is the bank 





that lends 


you money 


a leader in 
currency swaps, too? 

















In the intricate 
world of currency 
and interest swaps, 
J ‘Bankers Trust is a 
.. universally ac- 
< knowledged mar- 
^... ketleader. 
* In 1984, 
jee 3Oourteamof 
= swaps spec- 
ialists in New 
York, London, 
and Tokyo com- 
| pleted an average 
of more than one deal every day. 

Swaps transactions are one 
of the most sophisticated invest- 
ment banking products available 
to the corporate treasurer today. 
But we offer even more—leader- 
ship in commercial lending, with 
all of a money center bank's on- 
balance-sheet strength. 

This unusual blend of in- 
vestment and commercial banking 
functions is typical of the Bankers 
Trust brand of banking. We call it 


Dollars for yen, 3. 
Deutschemarks, lire for guilders. 
Many of America's largest cor- 
porations and international 


for their currency and interest 


"merchant banking." It combines 
the lending capability and breadth 
of non-credit services of a com- 
mercial bank with the intermedi- 
ary skills and entrepreneurial 
spirit of an investment bank. 

Our merchant banking 
skills are not limited to domestic 
financial services. They extend 
worldwide. 

So they give our clients 
very real advantages in an increas- 
ingly internationalized world of 
finance. As in currency swaps, 
where knowledge of and familiar- 
ity with world capital markets is 
absolutely critical. 

Our array of merchant 
banking services is broad and 
deep. So broad in fact, that many 
of our clients rarely if ever require 
the services of other major banks. 
Among the many services that we 
provide: 

Trading. From our new 
state-of-the-art trading room 
in New York, we execute over 


Bankers Trust is. 


$12 billion in money, securities, 
and currency transactions daily. 
Bankers Trust is today one of the 
five largest primary United States 
government securities dealers. 

Leasing. Last year, 
Bankers Trust arranged lease 
financing of $2.5 billion in 
equipment value of big ticket 
transactions. And for two straight 
years, we’ve arranged more lever- 
aged leases than any other finan- 
cial institution. 

Eurosecurities. In 1984, 
we lead-managed $2.2 billion and 
co-managed $15 billion more in 
Eurosecurity offerings. Bankers 
Trust is one of the most active 
participants in the secondary 
market, where we are a market- 
maker in over 500 fixed- and 
floating-rate Eurobonds. 

Futures. Our subsidiary, 
BT Futures Corp., is a major par- 
ticipant in the interest rate, cur- 
rency, and precious metals futures 
markets. BT Futures Corp. 


executed over $400 billion in 
contracts in 1984. 

No bank— commercial or 
investment—offers its clients a 
wider range of services. Which is 
why more and more of America's 
leading corporations are turn- , 
ing to merchant banking 
as practiced by Bankers | 
Trust. Itsadvantagesare — /3 
substantial: worldwide £ 


Bankers Trust is a leading 
provider of credit to the 
natural gas industry and 
to other members of the 
energy sector. Our Energy, 
Utilities and Natural 
Resources Group also 
supplies a broad range 

of investment banking 
Services, 
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expertise, an unsur- A E 
passed ability to hañ di 
deal with inter- * | / 2 
related financial 2 5 4 
needs, and to offer Ld 
unbiased financial advice. 

Merchant banking. 
It's ideally suited to today's 
complex corporate banking 


needs. If you'd like to join 
the long list of clients now 
taking advantage of 
merchant banking, come 
to the bank that provides 
it: Bankers Trust. 


"Bankers Irust Company 
Merchant banking, worldwide. 


Brown Boveri 
rank highly the role of lead 
contractor in building 
the Philippines' 
biggest hydro plant — the Magat 
River Multi- 
Purpose Project. 


Sure supply 


The 360 MW Magat River 
Project provides both irriga- 
tion and a reliable electricity 
supply to the Philippine 
island of Luzon and to the 
capital, Manila. 


The power house containing four 90 MW 
BBC hydrogenerators. 


BBC Brown Boveri were 
appointed to act as main 
contractor within an interna- 
tional consortium. 


Besides assuming overall 
responsibility, BBC supplied 
the generators, the genera- 


Part of the two 230 kV switchyards. 
Switchgear and twin transmission line by 
BBC. 


tor busbars and circuit-brea- 
kers, the unit transformers, 
two 230 kV switchyards and 
a 230 kV twin transmission 
line, plus all the plant elec- 
trical services and control 
facilities for the auxiliaries. 


And Brown Boveri erection 
crews work fast - the first 
unit was installed and ready 
to run in only ten months. 


BBC play a vital role in 
providing the world with 
facilities for generating, 
distributing and utilizing 
electricity. As an enterprise 
with worldwide resources 
committed to the attainment 
of technical excellence, 
Brown Boveri rank highly. 
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BROWN BOVERI 
BBC Brown Boveri in South-East Asia, Australia and New Zealand 


Australia: Brown Boveri (Australia) Pty. Limited, P. O. Box 747, Marayong, N.S.W. 2148, Australia. Hong Kong: BBC Brown Boveri Ltd., 
G.P.O. Box 448, Hong Kong. Indonesia: P T. Mega Eltra, Postbag 109, Jakarta, Indonesia. Malaysia: Brown Boveri (M) Sdn. Bhd., P O. Box 
404, Jalan Sultan, Petaling Jaya, West Malaysia. New Zealand: Brown Boveri (New Zealand) Ltd., P O. Box 12248, Wellington North, 
New Zealand. Philippines: BBC Brown Boveri (Fil) Corp., MCC P O. Box 1732, Makati, Commercial Center, Philippines. Republic of 
Singapore: BBC Brown Boveri (S.E.A.) Pte. Ltd., P.O. Box 95, Pasir Panjang, Singapore 9111. Thailand: BBC Brown Boveri (Thailand) Ltd., 
P. O. Box 2087, Bangkok, Thailand. Other countries: BBC Brown, Boveri & Company, Ltd., Brown Boveri International Group, P. O. Box 58, 
CH-5401 Baden, Switzerland. | | | 





In Singapore 
even our smallest guest receives 
our fullest attention 
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A small thing... A special touch... 


The New Otani is a big city hotel with all the facilities and 
services you'd expect of a 5-star hotel. But 
with 400 rooms, we're small enough to devote 
special attention to the smallest details (even if 
they're 3 feet tall and weigh all of 60 pounds!). 






On the banks of the historic Singapore River 
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‘HOTEL NEW OTANI SINGAPORE 








177A River Valley Road Singapore 0617 
Tel: 3383333 Telex: RS 20299 Sinota 





For reservations and information, please contact The New Otani International Sales Offices 
Reservation can also be made through Utell International, Int'l Airlines or Travel Agents throughout the world 





WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo, 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 





WORLD WILDLIFE FUND 


WWF acknowledges rhe donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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Those who travel regularly on business 
will value comfort and convenience all the 
way. And with the world’s favourite 
airline and the world’s favourite charge 
card, that’s the package you’ll get. 


Only British Airways’ SuperClub offer 
seats that provide 2-abreast comfort, all 
the way from the Far East to the UK. 


AMERICAN 


EXPRESS 





The American Express Card. 
Don't leave home without it. 
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This guarantees you an aisle or a window 
seat, so you're never stuck in the middle. 
And when you take the American 
Express? Card with you, you can relax in 
the knowledge that you have all the 
financial security you'll ever need for 
business trips. 

Don't leave home without it. 


BRITISH 


Airways C Juper Club 


The worlds favourite airline. 
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KUALA LUMPUR 
SINGAPORE 


JAKARTA 





Edi 


daily nonstops to 6 US cities — 





No matter where in Asia vou begin vour trip, you're closer to America when you fly Northwest HONG KONG NEW YORK 
Orient. From 9 cities in Asia, including Kuala Lumpur and Hong Kong, you can fly either direct TAIPEI CHICAGO 

or nonstop to the USA. And you have a choice of daily nonstops to more US cities than any MANILA TOKYO LOS ANGELES 
other airline. But you can save more than time on Northwest Orient. For just US$400, vou KUALA LUMPUR Wh SEOUL "m * 
can extend your trip to any eight US cities served by Northwest Orient with a Visit USA Pass. SHANGHAI OSAK SAN FRANCISCO 
You can also earn free travel with our Free Flight Plan, and benefit from our introductory offer GUAM SEATTLE/TACOMA 
of 5,000 bonus miles of credit. Next time you go to America, go with the airline that's got more OKINAWA HONOLULU 


going for you. Northwest Orient. 


Now, it’s Northwest Orient.q. , 
i Q NORTHWEST ORIENT \ meee 


For reservations, call your travel agent or Northwest Orient: Auckland 794-977 Bangkok 251-8470 Beijing 554175 Bombay 211440 Calcutta 441474 Cebu 92122 Colombo 597148 Guam 477-7811 
Guangzhou 61804 Hiroshima (082) 247-5741 Hong Kong 5-217477, 4-692288 Islamabad 812174 Jakarta 526459 Kaoshiung (07) 272-5505 Karachi 551215 Kathmandu 212552 Kuala Lumpur 
429644 Lahore 417220 Madras 044-87703 Makati 85-66-16 Manila 58-98-14 Nagoya (052) 562-0867 New Delhi 551605 Okinawa (0988) 58-2477 Osaka (06) 228-0747 Penang 29487 Rangoon 81648 
Saipan 7778 Seoul 753-6106 Shanghai 577 587 Singapore 446-7666 Sokung 778-0181 Sydney 264-9715 Taichung (04) 220-6644 Taipei (02) 596-5951 Tokyo (05) 433-8151 














ressmen often 

create heroes 
and cult figures from 

among their ranks, 
| perhaps in reaction 
;| to the regular sneers 
| about the media 
from members of 
trades often boast- 
ing lesser skills and 
. lower ethics. Few 
journalists live up to 
their legends. 

Neil Davis did. 
Recalling many 
deaths, both violent 
and natural, of press 
colleagues over the years, I can re- 
call nothing like the shock and out- 
rage which greeted the news that the 
seemingly indestructible survivor of so 
many wars had died on a Bangkok street 
during a doomed coup, possibly de- 
liberately gunned down by a rebel tank 
crew. 
€ THE soft-spoken, deceptively lazy- 
eyed, modest Davis hailed from Tas- 
mania. He had little in common with 
most of the other gung-ho TV prima 
donnas and was something of a loner. 
He won many soubriquets, but the 
one which stuck was “The Fox.” It 
was REVIEW chief correspondent Rod- 
ney Tasker who first dubbed him “The 
old, grey fox,” but out of deference to 
his one weakness — a sensitivity about 
his age — the adjectives were deu d 
and The Fox he remained. When ims 
tronic cameras intruded into his work, 
he loudly bemoaned that he would have 
to be responsible for a sound technician 
— and tragically American Bill Latch 
was mortally wounded in the same burst 
of cannon and machinegun fire which 
killed Davis instantly. Latch died six 
hours later. 

Everyone who ever witnessed The 
Fox at work testified to his courage. He 
showed that quality again on the morn- 
ing of 9 Sipumber in front. of 
Bangkok's Ist Division headquarters 
building, after a burst of fire from rebel 
soldiers in four M41 tanks. The tanks 
traversed their turrets, firing point- 
blank into the gates and the concrete 
wall behind which the two newsmen 
were sheltering. Davis was wounded. 
With Latch close behind he crab-walked 
10 yards up the street, diving half on top 
of Visnews cameraman Gary Burns. 
“Fm all right." he told Burns — just as 
the tanks opened up again. Davis's final 
tape records an explosion and his own 
blood spattering across Burns's trous- 
ers. Lying on its side, the camera rolls 
on, silently recording Burns dragging 
Davis along the pavement away from 
the guns, with Latch crawling behind on 
his hands and knees. 
€ DAVIS will remain green in the 
memory of many REVIEW staffers. Our 






Davis. 
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resent Washington correspondent; 
ayan Chanda, engaged him as the 


REVIEW's Phnom Penh stringer in 1974. 
Chanda writes: "He was an obvious 
choice: he had already covered In- 
dochina for half-a-dozen years, and his 
wide contacts and his ability to see the 
forest as well as the trees were reflected 
in the excellent reports which followed, 
chronicling the agony of Cambodia's 
last months. 

"Davis left Phnom Penh on 12 April 
1975 on the last helicopter out. Almost 
immediately he returned to Vietnam 
where the communist noose was tight- 
ening. Neil and I were among a tiny 
handful of correspondents left to cover 
Saigon's fall. Reuters had withdrawn 
their expatriate staff, and both of us fill- 
ed in as the agency's stringers. Again 
and again, Davis headed nervelessly for 
the sound of battle." 

On the morning of 30 April 1975, 
Chanda was sitting in the Reuters office, 
close by the presidential palace, when 
he heard a rumble outside. It was a T- 
54 tank, flying the Vietcong flag. Hur- 
riedly Chanda grabbed his camera and 
rushed out to film it crashing into the 
palace gates. Through his zoom lens he 
was astonished to see Davis also film- 
ing the scene from inside the palace 
grounds. Shortly before, Davis had 
calmly walked into the palace itself to 
bid a personal farewell to South Viet- 
nam's last president, Gen. Duong Van 
("Big") Minh, who was preparing him- 
self for surrender. 

Davis filmed the most famous se- 
uence of the 1968 Tet offensive — of 
aigon's police chief Gen. Loan cold- 

bloodedly lifting his pistol and shoot- 
ing a captured Vietcong suspect in the 
head. Sometime later Loan spotted 
Davis among a group of pressmen. He 
pointed his finger like a gun at him 
and promised: "One day I will get 
you. 

è RETIRED REVIEW FOCUS editor 
Donald Wise covered many a conflict in 
company with The Fox and recalls 
Davis as a very private person who al- 
ways found time to think of others: 
"Many of the seasoned professionals 
and incompetent amateurs who made 
up the huge Saigon press corps went to 
him for briefings. He was a great com- 
panion who gave a new dimension to the 
word colleague." 

€ WISE remembers that Davis, walk- 
ing through the Vientiane market in 
Laos one day back in 1964, spotted a 
shirtless, shoeless European with a bea- 
tle haircut, wearing only a pair of jeans 
and a bowler hat, sitting on à rubber 
groundsheet on which were little piles 
of white pills. "What have you got 
there, old fellow?" he asked the 
stranger. 

"Clap pills," was the reply. “Then lll 
buy the lot," said Davis. Then he took 
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Dav 


the man, who was Tim Page, off fora | 
meal, put him up at his home, showed | 


him for the first time in his life how to . | 


take pictures with a still camera and 
helped him to become a war photo- 


i 


"a 
| 


grapher known both for his multiple f 


wounds and great action pictures. 

€ DAVIS was a health-conscious ex- 
professional cross-country 
(though a heavy *non-smoker" — of 


others’ cigarettes), ever in pursuit of 


perpetual youth. That made him curi- 
ously sensitive about his age. REVIEW. 


Bangkok bureau chief John McBeth re- — 
calls that he went to extraordinary 


lengths to conceal the secret, which his 


colleagues finally unveiled by instituting - 


a search of the records of Hobart's Re- 
gistrar of Births, Deaths and Marriages. 
The all-important date was St Valen- 
tine's Day, 1934. 
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When his 50th birthday came round — 
last year, his press club mates threw a 
party. Davis arrived in a wheelchairand | 


vigorously denied the charge of conceal- 


ment. He produced a stack of con- 


Ae at messages and birthday cards |. 


e had written to himself. One read: 


"lll make a deal with vou. FI tell ` 
everyone your real age, which is 29, if ` 


you tell everyone what a good bloke I 
really am. (signed) Pol Pot." 


* Los 


Once, to enliven a speech by Austra- 
lian Foreign Minister Bill Hayden, | 


Davis absent-mindedly picked up a flam- — 


—— cocktail. The burning al- 
co 


ol ran over his fingers, resulting in à. 


torrent of Tasmanian oaths. Hayden 


stopped in mid-sentence: “That sounds © 


like 
said. 


an Australian in distress," 


cording reminiscences for a biography 


and 


be called Frontline after 


nalist who was a legend in his own 
lifetime and who lived up to the leg- 
end. We'll let Wise have the last 


word: “Neil balanced his fitness with : 


black humour on the subject of death. 
He wished to 'die hard' — that is, film- 
ing — he once told me, adding: ‘I'll be 
there when you get it, old fellow, and. 
the last thing you'll hear will be me 
laughing.’ 

"Some weeks later I emerged from 
unconsciousness in a Saigon gutter hav- 
ing been felled in a Buddhist riot. Sure 
enough, there was Neil filming me, but 
having the greatest difficulty in holding 
his camera steady because he was laugh- 
ing so much. 

"*I said I would be there, old fellow,’ 
he said before dashing off elsewhere to 
the fray. Neil, bless him, filmed his own 
death and no one can get a better story 
than that." 
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er prepared by Australian author | 
riend Tim Bowden. The book, to — 
the TM 
documentary on Davis, is due out in De- — 
cember. It will pay tribute to a a jour- - 


€ DURING the final months of his life, 
The Fox spent much of his spare time rë- — 
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JAPAN 


A shot in the foot 


Nakasone's defence-spending initiative backfires badly 


By Charles Smith in Tokyo 


p Minister Nakasone's standing 
within Japan's ruling Liberal Demo- 
cratic Party (LDP) — as well as with 
voters — seems to have been hit quite 
hard by his failure to force through a de- 
cision to abolish a controversial cabinet 
ruing which limits Japan's defence 
spending to 1% of nominal gross na- 
tional product. 

Nakasone seems to have deliberately 
courted trouble when he decided in 
early September to seek a decision 
abolishing the limit, which has been in 
force since 1976. He had to back down 
ignominiously when a group of party el- 

ers, including former prime ministers 
Takeo Fukuda and Zenko Suzuki, let it 
be known that they would abstain on a 
vote of no-confidence against the gov- 
ernment in the parliament rather than 
support Nakasone over the issue. 

Nakasone's reasons for wanting to 
deliver the coup de grace to the 1% rule 
rather than allowing it to “fade away," 
as some of his opponents advocate, 
would seem to have been sound enough 
as far as they went. The introduction of 
a five-year national defence programme 
starting from fiscal 1986 which will in- 
volve spending a total of € 18.5 trillion 
(US$76.57 billion) on the self-defence 
forces seems almost certain to push 
spending over the limit — especially as 
pay awards for service personnel will be 
above this figure. 

A move is afoot to recalculate the 
1980 “base figure,” used to compute 
Japan’s gross national product, with a 
view to revising the GNP statistic up- 
wards and thus maintaining the 1% 
rule. But there is agreement that such 
manipulations will not be effective for 
long: in fact the 1% limit may be breach- 
ed even during the current fiscal year. 

Apart from wanting to recognise the 
inevitable sooner rather than later, 
Nakasone seems to have thought that 
abolition of the ceiling would ease US- 
Japan relations. He believes, probably 
correctly, that the retention of the limit 
gives the US Congress yet another stick 
with which to beat Japan in the continu- 
ing battle over trade — in which con- 
gress has deliberately — to gain 
points by accusing Japan of enjoying a 
"free ride" in defence. Finally, “artifi- 
cial" limits on defence spending, along 
with public inhibitions about govern- 
ment support for the Yasukuni Shrine 
to Japan's war dead, are among the 
anachronistic features of the Japanese 
scene which Nakasone feels should be 
removed as part of the process of "settl- 
ing Japan's post-war accounts.” 

Dropping the limit would have sym- 





52 


bolised for the prime minister the start 
of a new "realistic" attitude towards de- 
fence issues, quite apart from any im- 
p on the actual levels of spending. 

ith this in mind Nakasone has more 
than once claimed that he has a “duty” 
to abolish the limit before he steps down 
as prime minister — even if doing so 
may involve putting his own political life 
at risk. 


akasone's mistake in adopting a 

"hands-on" approach to the defence 
issue seems to have been to overlook 
the extent to which the opposition par- 
ties — as well as disaffected members of 
the LDP itself — actually possess the 
power to block controversial decisions 
on defence issues. Of the four main op- 
position parties, only the hawkishly in- 
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Nakasone: deliberately courting trouble? 


clined Democratic Socialist Party ad- 
vocates abolishing the ceiling. Leaders 
of the other three parties — the Japan 
Socialist Party, the Japan Communist 
Part and the Komeito (Clean Govern- 
ment Party) — have made it clear that 
they will use any available political 
weapon to block a decision on the ceil- 
ing, including an indefinite boycott of 
parliamentary debates. 

An opposition boycott of the extra- 
ordinary parliamentary session which is 
due to start early in October could have 
made it impossible for the government 
to pass two urgent pieces of legislation 
— concerning constituency reform and 
revision of the public pensions system 
— except under conditions that might 
have sparked off even worse conflict 
with the opposition. Failure to get the 
constituency bill through the house this 
autumn could be seriously embarrassing 
for the LDP since the reform proposals 
are designed to even out imbalances be- 


tween over- and under-populated con- 
stituencies which have been declared il- 
legal by the Supreme Court and which 
could prevent the calling of a general 
election if left uncorrected. 

Compared to the highly audible 
threat of an opposition boycott of the 
n antagonism from within the 

DP to Nakasone's defence-ceiling in- 
itiative has been less vocal. However, 
obstruction from inside the party may 
have been an even more important fac- 
tor than opposition threats in persuad- 
ing the prime minister finally to drop his 
initiative. In two days of intra-factional 
negotiations preceding what was to 
have been a cabinet decision to abolish 
the 1% rule, Nakasone found himself 
confronted by a solid block of opposi- 
tion consisting of the Suzuki and 
Fukuda factions — the party's second 
and third largest — as well as the small 
anti-mainstream Komoto faction, 
whose former leader, Takeo Miki, was 
prime minister when the original 
cabinet ruling was introduced. 

In counselling maintenance of the 
ceiling, LDP statesmen made liberal use 
of such words as “prudence” and “cau- 





tion.” But behind this facade of states- 
manship, at least two former prime 
ministers were almost certainly acting 
out of motives of personal dislike in 
blocking the  Nakasone initiative. 
Suzuki, Nakasone's immediate pre- 
decessor, is said to have been on the 
lookout for more than a year for a 
means to "punish" the prime minister 
for slighting remarks allegedly made 
about Suzuki's conduct of foreign po- 
licy. Fukuda's grudge against Nakasone 
goes back as far as the early 1970s when 
the Nakasone faction swung its support 
behind Kakuei Tanaka in a crucial 
party-leadership election, thereby se- 
curing the defeat of Fukuda. 


I: the defence issue gave LDP elder 
statesmen an opportunity to show their 
teeth, it also seems to have provided a 
boost for at least one of the so-called 
"new leaders" whose impatience to suc- 
ceed Nakasone as party leader has been 
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growing visibly during the past few 
m nths~ Of ree politicians who bear 
this [pel tO are members of the cur- 
rent Nakasone cabinet and were thus 
obliged"tó Close ranks with the prime 
minister over the defence issue. The 
third: Member of the group, Kiichi 
Miyazawa, "who holds one of the top 
three executive LDP posts and is thus 
responsible to the party rather than the 
prime minister, emerged as a strong ad- 
vocate of “prudence” in debates over 
the defence issue. 

 Miyazawa;s consistent stand in 
favour of hot rocking the boat over de- 
fence may nat have put him ahead of his 
two rivals in the race for succession, but 
it has ‘certainly made him the most 
highly ‘visible òf the three for the time 
being. By the same token, Nakasone’s 
worsting in the defence debate may 
have lessened his own chances of being 
allowed. to run for a third successive 
term as party leader. 

Outside the confines of party politics 
the 1% debacle would seem to have 
done two kinds of damage to Nakasone 
— and more. generally to the Japanese 
Government as a whole. A public poll 
taken by the Mainichi Shimbun in the 
immediate aftermath of the LDP deci- 
sion not to drop the ceiling shows 
Nakasone’s personal support rating 
dropping from 46% to 35% — the third 
lowest to date. The poll may not be a re- 
liable guide, particularly as it seems to 
have been conducted rather hurriedly. 

But for a prime minister whose 
power has traditionally depended on 
public support rather than that of the 
party factions, it can only be described 
as ominous. 

The final and perhaps most far- 
reaching consequence of Nakasone's 
abortive attack on the defence ceiling is 
that Japan's fraught relationship with 
the US is now likely to become that 
much more difficult. Nakasone will be 
unable to present a "defence gift" to 
President Reagan when the two leaders 
meet in October during a scheduled visit 
by the Japanese prime minister to at- 
tend the 40th-anniversary celebrations 
of the UN. Meanwhile, motions linking 
the trade issue to Japan's alleged “slack- 
ness" over defence could well become 
more numerous in congress. The irony 
of the 1% debacle as it affects Japan-US 
relations is that the September setback 
is likely to prove largely symbolic and 
may make very little difference to actual 
levels of defence spending. oO 


CORRECTION 


In REGIONAL BRIEFING [19 Sept. |. we reported 
that. Malaysian Bar Council vice-president 
Param Cumaraswamy was arrested on 10 Aug 
and charged under the Sedition Act for al- 


legedly questioning the prerogatives of the 
king, Cumaraswamy was arrested on 10 Sept., 
and, though indeed charged under the act with 
uttering “seditious words," the prosecution has 
not said with which of six categories of sedition 
Cumaraswamy is charged. 
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"| Mitterrand: provocative. military 





Mitterrand and Lange trade insults on bomb tests 


By Colin James in Wellington | 

ew Zealand's energetic anti-nuclear foreign policy is being put to the test — — 

Ni: both sides of the Atlantic. De Prime Minister Geoffrey 

Palmer was due in Washin told fe itch up the strained Anzus defence- 
David L 


, Pr 


cuss aspects of the bombing of the anti-nuclear group Greenpeace Interna- 
tional's protest ship, Rainbow Warrior, in Auckland harbour on 10 July. The 
bombing was allegedly carried out by French security agents, but this was de- 
nied in an official French report on 26 August. 

(On 17 September the Paris ne , Le Monde, ed that two as- 
— —— French agents had blown up the Rainbow Warrior and that De- 

ence Minister Charles Hernu, Gen. Jeannou Lacaze, until June the chief of 
staff of the armed forces, and his successor, Gen. Jean Saulnier, either au- 
thorised the operation or at least knew about it. 

Le Monde said the two frogmen, under the command of Maj. Louis-Pierre 
Dillais, chief of the Aspretto underwater combat ing base in Corsica, had 
escaped from New Zealand by air. Hernu denied the claim on 18 September.) 

e French Government, however, abruptly *postponed" Palmer's visit 

on 13 September after Palmer had briefed journalists in Wellington in strong 

terms that he intended to say “some — * 
blunt indeed" in Paris which wou 


pact relationship, Prime Minister nge was preparing for a lightning 
visit to Paris to meet President Francois Mitterrand. T 
Palmer had been due to visit Paris on 4-7 October after his US visit to dis- — 


be unlikely to be misunderstood and 
“would not be music to French ears." He 
added: “We have sustained the most 
tful incursion on New Zealand sover- 
ty in the history of the country. We 
can't take that lying down." 

R got worse over the weekend © 
when a war of words broke out over Mitter- 
rand's brief visit to France's nuclear test 
site at Mururoa atoll in the South Pacific. 

offered to meet him during the visit 
but the offer was ignored. 


That was not . On 12 Sep- 
tember Lange had called Miiterrand's visit 
“nothing less than provocative" and ob- 
jected that the French president's intention 


during the visit to meet his diplomatic and 
ntatives in the Pacific 


"could be aimed at promoting an even 
more vigorous and reckless campaign to counter the Pei uin caa. Fra to nu- 


clear testing in the Pacific." 

Mitterrand's response came through French spokesman Michel Vauzelle: 
"France's sovereignty cannot be questioned, and nobody can take decisions in 
its place where its interests in the Pacific are concerned unless they want to be 
seen as an adversary." Lange rejoined that was tantamount to calling New 
Zealand an enemy. 

He said: “It seems to me that the French president is building up a wave of 
nationalistic hysteria in France where he then will seek to justify having spies 
in New Zealand, where he can assert that he's got a rent-a-colony in French 
Polynesia to let off as many nuclear detonations as he wants . . .” Lange called 
the Mururoa visit — made aboard a y kitted out Concorde aircraft — 
Uoc ys i A miffed Mitterrand essentially replied that Lange was the 
pot calling the kettle black. 

At a press conference, Mitterrand himself used some provocative lan- 
guage, at least to New Zealand ears. “Nothing could be more lawful," he said 
of sending French agents to New Zealand to spy on Greenpeace. New Zealand 
was “a country which serves as a platform and a relay for initiatives hostile to 





France." 
Lange responded that to New Zealand was host to Greenpeace was 
“absurd.” “If he thinks there is nothing more lawful than sending French 


agents with Swiss passports to sniff around New Zealand, then that is a quite 


-new concept of international law.” 
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response. 


PHILIPPINES 


Fernandez: angry 






A warning for Marcos 


The US objects to the throwing out of evidence 


By Nayan Chanda in Washington 

n à bid to pressurise Philippine Presi- 

dent Ferdinand Marcos to hold a fair 
trial on the assassination of opposition 
leader Benigno Aquino in August 1983, 
the US State Department has taken the 
unusual step of publishing confidential 
records relating to the trial and has 
chided a Philippine prosecutor for re- 
jecting these records. 

The State Department statement as 
well as affidavits by US Air Force per- 
sonnel serving in the Philippines at the 
time of the assassination and a US Air 
Force log from Wallace Air Station 
were released simultaneously in Wash- 
ington and Manila. This seems to be a 
swift response to the Philippine chief 
prosecutor's decision not to admit the 
affidavits as evidence in the trial of 25 
military men, including armed forces 
chief of staff Gen. Fabian Ver, and one 
civilian for the Aquino murder 
(REVIEW, 12 Sept.). 

While the US cannot substitute its 
judgment for the Philippines legal sys- 
tem, the statement said in a barbed criti- 
cism of the judicial process: "We had 
hoped, however, that a rigorous exami- 
nation of that information would have 
occurred within the judicial processes 
themselves.” 

The State Department makes the 
rather surprising claim that until news- 
paper accounts appeared in July this 
year indicating US airmen's knowledge 
about unusual activity by the Philip- 
pines Air Force (PAF) on 21 August 
1983, the US Government was unaware 
of these facts. On 7 August, after the 
newspaper accounts had appeared, the 
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Philippines Government requested the 
US to provide the information at its dis- 
posal regarding the reported incident at 
a US Air Force base. The US Air Force 
obtained the affidavits of six of its mem- 
bers stationed in the Philippines in 1983 
and the State Department handed them 
over after authenticating them on 22 
August. 

However, on 13 September, the 
chief prosecutor announced that those 
affidavits were inadmissible in the 
courts as they were not properly authen- 
ticated. In its statement the State De- 
partment said that it failed to under- 
stand why the prosecutor chose to ig- 
nore the documents. "There is no ques- 
tion of the authenticity of the af- 
fidavits," the State Department an- 
nounced. While admittedly there are 
some discrepancies in the affidavits, one 
thing was certain, the department 
noted: "There was, in fact, a highly un- 
usual degree of activity by the PAF on 
21 August 1983 and two PAF fighters 
were scrambled on that day." 


S ince the US had already indicated to 
the Philippines Government its inten- 
tion to publish the affidavits, the state- 
ment implied that there was no breach 
of trust in releasing them. In view of the 
rejection of the affidavits by the chief 
prosecutor's office, the State Depart- 
ment considers it "appropriate" to re- 
lease them. In an angry response, how- 
ever, the Philippines prosecutor, Ber- 
nardo Fernandez, said the prosecution 
had made its own assessment of the evi- 
dence and would “never brook interfer- 


ence or dictation from anyone" in carry- 
ing Out its duties. | 

In the affidavits released by the US, 
one of the most detailed accounts of the 
happenings at Wallace Air Station on 
the day Aquino was murdered comes 
from Sergeant Wendell Austin: on the 
morning of 21 August two PAF officers 
and two additional enlisted men entered 
the "dark room" — an operations room 
where radar scopes are kept. They asked 


.the US Air Force senior director there to 


let them use two radar scopes and four 
UHF radio frequencies "to run a mis- 
sion." While the PAF officers were un- 
usually tight-lipped about the mission. 
the senior director was informed by the 
Filipinos that they had orders to inter- 
cept a civilian aircraft and force it to land 
at Basa Air Force base "whether it 
wanted it or not." 

During their two hour stay, two PAF 
F-5 aircraft were scrambled and placed 
on combat air patrol over the South 
China Sea northwest of the island of 
Luzon. All of those giving affidavits said 
that they had never seen as many 
Filipinos come on duty on a weekend. 
Neither had they seen PAF aircraft 
scramble except on one other occa- 
sion. | 

According to the affidavits, PAF per- 
sonnel at Wallace informed the US per- 
sonnel that the aircraft they had been 
looking for had landed at Manila. 
Another witness, David Hampton; who 
was attached to the Philippines Air De- 
fence Control Centre at Vilamore base 
said that in answer to his question whe- 
ther the activity at the operations room 
was related to Aquino, the chief of Air 
Defence Control Centre, Col Umberto 
Capawan, had said, "yes," and told him 
that they were actually looking for a 
China Airlines’ flight coming from 
Hongkong. 

While the affidavits do make clear 
that the PAF officials tried to divert 
Aquino’s aircraft, their motive remains 
a mystery. Was it their own plot to kill 
Aquino or was the move aimed at saving 
Aquino's life by removing him from the 
Manila airport? In either case the af- 
fidavits provide strong evidence of the 
Philippines Government's foreknow- 
ledge of the plot to kill Aquino. 

By releasing the affidavits along with 
photocopies of the secret log book kept 

y officials on duty that morning, Wash- 
ington seems to have fired a warning 
shot across the bow of Marcos. Sources 
say that the US move is specifically 
aimed at preventing the reinstatement 
of Ver, which would seriously under- 
mine US attempts to push military re- 
forms in the Philippines. 

Sources also said that the US had 
threatened to cut back military aid 
further if Ver is reinstated. The State 
Department statement made it clear that 
in the US view, the trial should be seen 
by the Philippine people as based on “a 
thorough, complete consideration" of 
all available information. 
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China remains a mystery to businessmen 
around the world. Which is why they have 
a difficult time assessing China's potential 
as a market for their products. 

Yet, for 23 years, the CHINA TRADE RE- 
PORT has helped China Traders elimi- 
nate most of the guess-work in doing busi- 
ness with this enigmatic country; and 
helped boost their profit opportunities. 
This authoritative journal comes packed 
with information and statistics on China — 
every month. It indexes dates, significant 
developments and contracts; supplies 
trade indicators and up-to-date assess- 
ments of China's fluid trade relations. 

An annual subscription to the CHINA 
TRADE REPORT is an investment that 
may well pay better business dividends 
for your business in China. 


A confidential monthly newsletter. 
Exclusive to subscribers. 
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ORDER YOUR SUBSCRIPTION 


(12 ISSUES) NOW! 


The CHINA TRADE REPORT is compiled and 
edited by the Far Eastern Economic Review, 
Asia s most widely-read business news magazine. 
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Far Eastern Economic Review, Ltd., 
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A DEPENDABLE 
SUPPLIER OF CABLES 
AND CONDUCTORS 


ELECTROEXPORTIMISORT 


Offers: 


PVC insulated and paper insulated underground 
power cables. Rated voltage: 0, 6/1; 3, 5/6: 

5, 8/10 kV 

Paper insulated lead sheathed local telephone 
cables 

Enamelled copper wires manufactured accord- 
ing to the most up-to-date requirements of the 
market 

PVC insulated wires for permanent installation 
Rubber insulated flexible cables and cords 
Aluminium conductors and steel-cored 
aluminium conductors 


Apply for further information to 


electroexportimport 
Foreign Trade Company 
Bucharest — Romania 
133, Calea Victoriei 


Telephone: 50 28 70 
Telex: 11388 
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Moscow's foothold on peninsula worries Peking 


By Richard Nations 


bright face in an awkward situation, 
the recent improvement of military ties 


between Moscow and Pyongyang is a 


| major setback for Peking — undermin- 


| China's public posture has been re- 
laxed enough. On 11 September a 
Foreign Ministry spokesman said China 
| was “pleased to see the development of 
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‘ing China's security and possibly com- 
 plicating its opening to Moscow. 


E —— relations with the 
viet Union." But Peking-based dip- 


— lomats find this endorsement uncon- 


vincing in light of the personal prestige 
China's rulers have invested in four 
years of summit-level diplomacy with 
North Korean President Kim Il Sung. 


_ This bid to dissuade Kim from taking up 
his Soviet option has apparently failed. 


But Chinese paramount ruler Deng 
Xiaoping's own personal commitment 
to better relations with Moscow makes 
it difficult for Peking to be openly criti- 
cal of North Korea for doing the same. 

Moreover, China may have lost 
more than face. According to US de- 
fence analysts, Soviet aircraft have re- 
cently flown over North Korea at least 
on one occasion to conduct reconnais- 
sance flights against China. The regions 
adjacent to North Korea include some 
of China's most strategic areas, includ- 


ing its industrial heartland in Man- 


churia and the waters of the Bohai Gulf 
and Yellow Sea which accommodate 


key commercial shipping lanes, the 


Northern Fleet headquarters at 
Oingdao and the operational area of 
China's largest naval exercises. 

The Soviets reportedly conduct reg- 
ular air surveillance of these areas. But 
in the past spy planes departing from 
Vladivostok were required to loop far 
south around the Korean peninsula. 
Moscow is now thought to have ac- 
quired access to North Korean airspace 
in return for delivering an estimated 
total of 40-50 MiG23 fighter jets. 

And the fact that Soviet reconnais- 
sance missions are now conducted di- 
rectly over North Korea must simpl 
add to Peking's fears that Moscow's ef- 
forts to revitalise its long-neglected al- 
liance with Pyongyang are directed 
against China. “If you look at a map, the 
straight line from Peking to Vladivostok 
crosses North Korea,” a source said. 

This in turn has implications for 
China's current drive to reduce tensions 
with Moscow. The Chinese leaders ap- 
pear to have taken a firm decision to 
downgrade their assessment of the 
Soviet threat, to hasten reform of the 
People's Liberation Army, divert re- 
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sources to economic growth, and 
rationalise the warm reception ac- 
corded Soviet leader Mikhail Gor- 
bachov. 
But in order to sustain this friendly 
posture, China requires some reciprocal 
esture from Gorbachov as a sign that 
e is prepared to relax the anti-China 
containment policies which were the 
hallmark of Leonid Brezhnev. North 
Korea has been a weather vane of the 
real feelings of distrust and tension be- 
hind the elaborate diplomatic front of 
Sino-Soviet reconciliation. And accord- 
ingly, North Korea's request in 1981 for 
an advanced Soviet follow-on aircraft 
triggered an intense diplomatic compet- 
ition between Peking and Moscow, 
which the Soviets appear to have won. 
Although very little is known of what 
transpires behind the opaque façade of 
Soviet-North Korean relations, dip- 
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Kim: taking up the Soviet option. 


lomats find credible the following ac- 
count, which originated with a senior 
Chinese official responsible for North 
Korean relations. 


D a visit to Moscow in Septem- 
ber 1981, then North Korean prime 
minister Li Jong Ok pressed Pyong- 
yang's long-standing demand for ad- 
vanced Soviet MiG23s, pointing to the 
decision of the newly installed adminis- 
tration. of President Reagan to sell 
South Korea FI5s. After rejecting simi- 
lar requests since the early 1970s, Mos- 
cow finally agreed but, according to the 
Chinese source, demanded a quid pro 
quo: overtlight rights for Soviet 
warplanes and permission to install in- 
telligence and communications equip- 
ment in North Korean. 

In a bid to head off the Soviet de- 
marche, Peking accelerated deliveries 
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force late in 1981. At the 
same time, Deng himself and Chinese 
Communist Party Genef Secretary 
Hu Yaobang launched an intense cam- 
paign to cultivate the mercurial Kim 
personally. Arguing from their own ex- 
perience, the Chinese leaders main- 
tained that the price of Soviet weapons 
in terms of North Korea'sindependence 
is too high. Instead, North Korea 
should abandon the arms race on the 
peninsula, seek detente with Seoul and 
open the economy to the West. 

To urge upon Kim the. wisdom of 
adapting a North Korean version of 
Deng's own modernisation programme, 
Peking initiated a series of summit-level 
exchanges culminating in Kim's unan- 
nounced visit to Peking in May 1982. 
Deng and Hu then reciprocated by 
travelling to Pyongyang later that year. 
One year later, Peking implicitly en- 
dorsed the dynastic succession by 
warmly welcoming Kim's son and heir- 
— kim M Il, during à visit to 
Peking in June 1983. 

"Peking presented its own open- 
door policy to Kim as a clear-cut alter- 
native to a Soviet-backed arms race with 
Seoul, and this delayed Pyongyang's tilt 
towards Moscow for several vears," the 
source commented. “What the Chinese 
failed to foresee was that Kim would 
eventually adapt both strategies simul- 
taneously — there's now Chinese ascen- 
dancy in [North Korea's] economic 
sphere and Soviet ascendancy in the 
military sphere.” 

Overflying North Korea allows the 
Soviets to establish an air link between 
Vladivostok and Danang air base in 
Vietnam, avoiding Japanese radar over 
the Korea Straits. But since North Ko- 
rean airspace is presumably well co- 
vered by South Korean-based US 
radar, Moscow's North Korean air cor- 
ridor is judged by some US defence 
analysts as yielding only marginal mili- 
tary advantage. 

But the political and diplomatic con- 
sequences of Moscow's successful bid to 
renew its alliance with North Korea are 
considerable. “The MiG deliveries es- 
tablish a firm Soviet foothold in the 
North Korean military which is bound 
to play a decisive role in the looming 
power transition” in Pyongyang, an ob- 
server commented. 

The Soviets deny any intention of ap- 
plying military pressure on China, 
nonetheless the latest move to upgrade 
military relations with North Korea 
seem to contradict Gorbachov's gener- 
ally conciliatory posture towards Pe- 
king. “The Soviets seem to be spitting in 
China's eye saying we'll accept im- 
proved political relations and thanks for 
cancelling the [scheduled US 7th Fleet] 
port call to Shanghai," commented one 
analyst. "But we're not willing to pay 
any price for it." This in turn may make 
it more difficult for Peking to sustain its 
own opening to Moscow. o 
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Riau province's governor is re-appointed, despite losing poll 


By Lincoln Kaye in Jakarta 


hen the votes were counted, no- 

body seemed more surprised 
than the electors themselves. Incum- 
bent Governor Imam Munandar of 
Riau province in East Sumatra — a 
re major-general from Java — 
had been outpolled on 2 September 
by a local civilian bureaucrat from his 
own partv, the ruling Golkar. 

But within a week, Ismail Suko, 
the winner, had “voluntar- 
ily" wit wn from the contest after 
a hurried series of meetings with In- 
terior Minister Su o Rustam and 
Golkar chairman ardani. 

That left the way clear for Imam 
Munandar to be re-named for a sec- 
ond term. Under the constitution, de- 





Murdani : other ideas. 1 


signation of a governor is at the dis- 
cretion of the president, Golkar 
strategists argued. Provincial electors 
only serve as advisers to President 
Suharto. 

Not that the case ever should have 


come up in the first place. Such upsets 
are not supposed to happen in guber- 
natorial ons, with voting con- 


fined to the provincial parliament and 
candidates pre-screened by the in- 
terior minister. 

Before the Riau vote, party whips 
from Jakarta had called at the provin- 
cial capital of Pekanbaru to map out 
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with local parliamentarians how the 
votes would be allocated between 
Imam Munandar and the other 
two contestants, who were described 
as “mere stage props” by obser- 
vers. 

So certain did the election out- 
come seem that individual parliamen- 
tarians among the 37 electors present 
at the time of the poll might have felt 
emboldened to vote against Imam 
Munandar — described by some cri- 
tics as “temperamental and aloof” — 
on the assumption that their protest 
could be registered without upsetting 
the overall scenario. The result was 
that one of the “props” nosed out the 
incumbent by two votes. 

eemingly as startled 
as anyone else by the out- 
come, Ismail Suko never- 
theless assured a telephone 
interviewer from a local 
daily newspaper on the 
heels of his victory that 
he had every intention of 
following through as gov- 
ernor. 

Jakarta werbrokers 
had other ideas, though. 
When reporters suggested 
to Indonesian Aimed orces 
commander Gen. Benny 
Murdani that Imam Munan- 
dar ht have to step 
down, Murdani snapped 
back: *Who says [Munan- 
dar] won't take office? He 
will!” 

Ríau's economic impor- 
tance as the source of nearly 
60% of Indonesia's oil out- 
put and its strategic location 
along Indonesia’s ocean 
border with Singapore, Ma- 
laysia, Thailand and Viet- 
nam might help account for 
Murdani's vehemence about 
having a former military man in the 
governor's office. 

But the decisive factor behind 
Jakarta's vigorous intervention, one 
political analyst said, was the need to 
send an unambiguous signal to Gol- 
kar officials. *With a national elec- 
tion coming up in 1987, we can't have 
mavericks bolting party discipline 
with impunity,” he explained. “Gol- 
kar is prepared to deal with regional 
grievances, but keep it within the 

's own conclaves. If we let Gol- 
politicians air the party's dirty 
linen in public, where will it end?" 
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CITIBANK 
ASIAN BANKING CENTER 


Welcome to Citibank, the world's 
leading bank with more than $150 bil- 
lion assets. 

At our Asian Banking Centers, your 
own Personal Citibanker will help you 
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products available at competitive in- 
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pore, Hong Kong, San Francisco, or 
Guam USA, there is no tax withhold- 
ing and no foreign exchange controls. 
Your account is kept in the strictest 
confidence. 

For more information please fill in the 
coupon or call us on any of our private 
lines. 
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Ethnic nerves troubled 


by Chinese bad guys 


By lan Buruma 

he American film director Michael 

Cimino must be used to being called 
a racist. He has been called tt often 
enough. Two of his three films to date 
deal with the Vietnam War, one, The 
Deer Hunter, directly, and one, his 
latest, entitled Year ofthe Dragon, indi- 
rectly. Those who do not automatically 
assume that America was wrong, that 
Ho Chi Minh was right, and that Nixon 
and Kissinger were war criminals are 
often accused of racism. It is an easy ac- 
cusation. The enemy was Asian, while 
most American soldiers were black or 
white. So anybody against the Asian 
enemy must be racist. 

Cimino first got into trouble with 
The Deer Hunter, which showed how a 
bunch of innocent American boys — of 
Russian descent — got caught in an 
Asian conflict none of them could 
understand. The North Vietnamese 
were ruthless torturers, playing Russian 
roulette with their white prisoners; the 
South Vietnamese — or, more accu- 
rately, the Sino- Vietnamese in the Cho- 
lon district of Saigon — were gamblers 
and drug addicts. This is not a flattering 

icture. But it conforms to the prevail- 
ing liberal (in the American sense) view 
that the South was at least as vicious and 
corrupt as the North and that cleancut 
American kids had no business sticking 
their necks out for either side. But what 
the film is chiefly about is how those 
kids, baptised in Asian fire, lost their 
American innocence. 

One could argue that it is indeed ra- 
cist to say that the world’s most power- 
ful democracy ought to let Asians stew 
in their own juice. But this is not why 
liberals called Cimino names. He was 
considered a racist because he showed 
Asians in a bad, and thus presumably 
distorted light. 

And now he is in trouble again. 
American cinemas showing Year of the 
Dragon, a film about crime in New 
York's Chinatown, are being picketed 
by outraged Chinese-Americans carry- 
ing signs proclaiming "Stop the racist 
fantasies." The film's distributors, 
MGM-UA, are being sued for US$100 
million by the Chinese Consolidated 
Benevolent Association in Los 
Angeles, who claim that the building 
where the film gangsters hold their 
meetings bears a sign with the associa- 
tion's name. Even Robert Daley, the 
writer of the original story, is up in 
arms, saying that he "tried to show that 
the Chinese were as good as any other 
human beings who suffer and care like 


John Lone: poetic licence. 





clean up the streets of Chinatown after a 


rash of horribly violent murders. The 
cop, called Stanley White (played by 
Mickey Rourke), is also a bitter Viet- 
nam veteran. He sees his struggle 
against the impenetrable Chinese triads 
in terms of the abandoned war, He con- 
stantly refers to it: "This is the war all 
over again. I don't want to lose it. Not 
this time.” 

There is an obvious parallel here to 
Rambo, that other Vietnam veteran 
hero of a much criticised cult. movie. 
Rambo is also regarded in many quar- 
ters as the epitome of American racism 
(seeing him on screen, one wonders 
whether he has the imagination to even 
distinguish between different races, let 
alone form opinions about. them). 
When Rambo is let out of jail to go 
and save American prisoners in Viet- 
nam, he asks his superior officer: "Do 
we get to win this time, sir?" The 
louder the applause of the audience, the 
more livid the liberal critics become. 
Class comes into this: blue-collar types 
tend to like Rambo, the smart set hate 
him. 

Year of the Dragon is à more 
sophisticated film than Rambo, and 
White a more sophisticated hero. 
Rambo is entirely one-dimensional, like 


| a comic-book character, and so proba- 
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anyone else. This portrayal is horri- 
ble. There is no saving point in the 
film.” 


T: be sure, Americans tend to get 
carried away when ethnic nerves are 
touched. Italian Americans have caused 
film-makers interested in depicting 
Mafia crimes endless trouble. Francis 
Coppola (an Italian American himself) 
was not allowed to use the word Mafia 
in The Godfather. Even so he was ac- 
cused of giving Italians a bad name. This 
is of course absurd. One could just as 
well argue that Coppola's latest film, 
Cotton Club, featuring "Dutch" Schultz, 
the notorious Jewish gangster, is anti- 
Semitic. 

It is easy to see, however, why Year 
of thé Dragon has elicited outrage. The 
"hero" is a Polish-American (it is im- 
portant to note the ethnic descent in 
Cimino's characters, as that is partly 
what his films are about) cop ordered to 
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bly much less harmful than his critics 
would have us believe. White is human, 
and thus full of contradictions: he 
makes crude racial jokes about the 
Chinese, but is at the same time a fasci- 
nated student of Chinese culture and 
history. He expresses his hatred for his 
gangster enemies in racist terms, but 
falls in love with a Chinese-American 
girl. Underneath his swaggering 
boorishness White is a moralist, a 
crusader for justice. As his more cauti- 
ous friend and superior says to him: 
"You care too much." But, like the 
heroes of The Deer Hunter, White is a 
moral innocent, confronted with the 
complexity of an alien culture. 

White's main enemy, Joey Tai 
(played by John Lone), is just the oppo- 
site; outwardly smooth, handsome, a 
good family man and philanthropist, 
but inside a ruthless and immoral 
operator. Tai is eminently civilised in a 
way that White is not. White calls him- 
self a Polish peasant. Tai uses Chinese 
civilisation as a justification for his 
crimes: “This is the way we have always 
done things” and so forth. The interest- 
ing thing about White — and perhaps 
the main reason for the sharp reaction 
against the film — is that he refuses to 
be mystified by this Chinese smoke- 
screen. At the beginning of the film he 
bursts out to a group of horrified 
Chinese bosses, including Tai: “I'm 
tired of Chinese this and Chinese that. 
Does the fact that bribery, extortion 


and murder have been going on for a 
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this is America, which is 200 years old, 
so you'd better adjust your clocks.” 

Cimino appears to have taken a 
bit of poetic licence here. No Chinese 
is likely to defend crime by appealing 
to tradition; the usual response is 
simply to deny it. But the scene does 
dramatise rather well the way in which 
Chinese often exploit the cultural ignor- 
ance of outsiders by deliberate mystifi- 
cation. 

The crucial difference between this 
film and The Deer Hunter is that this 
time the Asian enemy is in America; 
more precisely, that the Asian enemies 
are technically Americans themselves. 
White, perhaps innocently, wants them 
to behave like Americans, or at least 
conform to American morality. This the 
Chinese refuse to do. So the film is as 
much about Chinese exclusivity as 
American blue-collar bigotry. And 
however much an outraged American- 
Chinese might protest against the 
eae of Chinese as gangsters, 
cultural exclusivity is surely hard to 
deny. 


T film raises a fascinating problem, 
which is becoming increasingly im- 
portant in America: how to deal with 
huge numbers of immigrants whose 
values may be fundamentally different 
from the mainstream. In the past this 
was not an acute problem. Poles, Irish, 
Italians and Jews are different in their 
ways, but they all learned to speak Eng- 
lish, to play baseball and to like ham- 
burgers, in short, they all joined the 
great American melting pot, which, if 
not necessarily Christian, is at least 
mainly Western. Even the Japanese, 
typically eager to adopt Western ways, 
became full-blooded Americans. (Ko- 
reans appear to do the same.) The 
Chinese, ironically among the earliest 
immigrants in America, did not fit in so 
easily. 

This was to a large extent due to dis- 
crimination against them. Images of the 
Yellow Peril were never far away. 
Chinese immigrants, lured by promises 
of golden mountains, were used during 
the 19th century to do the most danger- 
ous jobs on iroad for little pay and 
no honour. The Exclusion Act pre- 
vented wives and children from joining 
their husbands in the US. During the 
1940s Chinese men had little choice but 
to work for low wages in laundries and 
restaurants in Chinatowns. In those 
Chinatowns the Chinese stuck together, 
more or less ruling themselves. They 
were a quaint minority minding its own 
business. 

During the 1970s new waves of 
Chinese immigrants arrived from Hong- 
kong, Taiwan, Vietnam and other parts 
of East Asia. With the influx of Hong- 
kong Chinese, especially, violent crime 
escalated in Chinatowns. Now Chinese 
'angs, well connected with suppliers in 
Southeast Asia, are taking an active 
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that the are 
making inroads on traditional Mafia 
business. One of the first scenes in 
Cimino's film shows Chinese thugs kill- 
ing a white man on the other side of 
Canal Street, the traditional borderline 
between New York's Chinatown and 
Little Italy. 

For the first time this brings the 





Chinese community in violent con- 
tact with the likes of White. The 
film, which, by the way, is superbly 
staged and shot, does not offer easy 
answers, clear messages or moral les- 
sons. It simply dramatises the confron- 
tation between two completely different 
immigrant cultures in the US. It does 
not suggest that every Chinese is a cri- 
minal (most are clearly not), but it does 
concentrate on those who are, even 
though the most sympathetic, "good 
guys" also happen to be Chinese. The 
doubtless many positive aspects of 
Chinese-American life are not really 
shown. This may be painful to many up- 
standing Chinese-American citizens, 
who want their community to be re- 
spected. But is it racist? 
I would say not. On the contrary, to 
hold that it is only right to dwell on the 
"itive side of alien communities is 
;»oth patronising, dishonest and, well, 
racist. oO 


Traci ng the 
blurry steps 
of history 


By Edward M. Gomez in New York 


$ Ney York City's Chinatown is 
; one of the most bustling cor- 
ners of one of the busiest cities in 
the world. Part food and retail em- 
3 porium, part manufacturing cen- 
tre, its merchants’ wares spill 
out on to sidewalks while, storeys 
above, legions of immigrant 
—|$ women — illegal aliens among 
_ |3 them — sit hunched over sewing 
| machines in noisy sweatshops 
|3 churning out piece goods for a 
| meager wage. 

The neighbourhood's narrow 
maze of streets is a catch-all reser- 
voir for the flotsam of the city: 
pedestrians, delivery vans, 
tourists, taxis and garbage (neatly 
bagged at curbside or meanderin 
with a mind of its own) flow stead- 
ily through them. Street vendors 
hawk everything from T-shirts to 
telephones, shouting today’s first 
words of American free enter- 
prise: "Check it out! Check it out!” 

It is the story of this traffic — 
nearly a centurys worth of 
America-bound refuge and for- 
tune-seekers — that a young grou 
known as the New Yor 
Chinatown History Project is 
doing its best to record. But catch- 
ing up with the history of several 
generations of Chinese immigrants 
in the US is a huge task. 

ABCs (the common moniker 
for "American-born Chinese") 
Jack Tchen and Charlie Lai 
founded the History Project in 
1980. Initial funding came from the Na- 
tional Endowment for the Humanities 
(the budget of which, like that of a sister 
agency for the arts, President Reagan 
would now like to cut). The popular 
consciousness about ethnic identity that 
began to emerge on US college cam- 
puses in the late 1960s pre Lai, who 
grew up in New York's Chinese district, 
and Midwesterner Tchen to explore and 
document the history of Chinese- Ame- 
ricans. Their focus is the most populous 
Chinatown of those found in several 
major American cities (San Francisco's 
is the second largest). 

Retracing their forefathers’ steps 
turned out to be a tough assignment. 
Their settlement patterns had left blurry 
or impermanent tracks. For the most 
part, their movements had been eem 
chronicled. Although there is muc 
American scholarship on China, little 
attention has been paid to Chinese in 
the US. Ironically, in New York, their 
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history was being washed away by ever- | 


larger waves of new immigrants to the 
city. 

The project has a full-time staff of 
five. Judith Wingsiu Luk explains how 
the researchers literally pick things up in 
the streets for historical reference. In 
the shelf-lined main room of what will 
eventually be the group's library and 
archives, she pointed to a desk piled 
high with dusty, canvas-covered. vol- 
umes. “We picked those out of a dumps- 
ter where a new travel agency was mov- 
ing in to a Chinese newspaper's old 
warehouse. Not even the Library of 
Congress owns some of these papers.” 


LITTLE TOKYO 
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Although setting up a research facil 
ity is a top priority, Luk and her col- 
leagues are putting a lot of energy into 
public propramming as well. In addition 
to producing radio shows, pamphlets 
and slide presentations, the project has 
itsown gallery and organises exhibitions 
on various aspects of New York 
Chinatown's history and culture. One of 
its first shows of vintage photographs, 
"Eight Pound Livelihood,” named after 
the ‘weight of a common hand-iron, 
examined the involvement of early gen- 
erations of Chinese immigrants in the 
business that dominated their lives: 
laundering. A more recent photo survey 










Police hero leaps out 
of the pages of fiction 


By Mark Thompson in Los Angeles 


hen the Los Angeles County pro- 

secutor's office recently created a 
new division to investigate crimes in the 
citys burgeoning Asian community, 
Central Casting could not have pro- 
duced a better candidate for the job of 
heading the unit. Jimmy Sakoda, the 
man who was named to the post in May, 
is the quintessential Asian-American 
detective. 

To be sure, Sakoda largely created 
the role — both in real life and in fiction 
— that he is now filling. His career as a 
detective began in 1958 when he joined 
the Los Angeles Police Department 
(LAPD), only the third Asian-Ameri- 
can on the force. As a 22-year-old 
rookie, Sakoda was assigned to an 
undercover beat in Little Tokyo where 
he cruised the downtown nightspots on 
the lookout for drug dealing, prostitu- 
tion and gambling. Later, he was 
placed in charge of a city-wide reorgani- 
sation of the narcotics division. 

Sakoda's crowning achievement with 
the LAPD came in 1975, when he set up 
an Asian Task Force, the first police unit 
of its kind in the nation. The position 
eventually landed him in the middle of the 
investigation of the still-unfolding Miura 
case, which started with the apparent 
robbery-murder of a Japanese tourist on 
a downtown street in 1981. Kazuyoshi 
Miura was arrested on 12 September. 

The fictional character of a shrewd 
Japanese-American detective working 
the mean streets of Los Angeles is 
Jimmy Ohara, a thinly veiled Jimmy 
Sakoda, the protagonis of two detec- 
tive novels written by Sakoda. 

The books, which Sakoda wrote in 
English but which were published in Ja- 

anese, include “a little shoot-em-up 
ang-bang. a little narcotics,” said 
Sakoda, “no different than what you see 
on Miami Vice |a popular TV detec- 


tive series], or something like that.” 
The first book was originally named 
by Sakoda after the LAPD's motto, 7o 
Protect and to Serve. But the publisher 
renamed it Los Angeles City Asian 
Task Force (Rosushi Ajia Tokuso- 
tai) in an effort to catch the rising 
wave of interest in the Miura case. 
The book became a best-seller in 
Japan, and was made into a TV 
movie starring the popular actor 
Masao Kusakari. In a brush with 
movie stardom, Sakoda worked 
as a consultant with the crew that 
filmed in Los Angeles last vear. 
He and his wife, the former 
Akemi Tani, beauty queen of 
Little Tokyo’s Nisei Week in 
1960, even made a cameo 
appearance in the movie. 
The success of the first 
book (reportedly) set off a 
bidding war among Japan- 
ese publishing houses 
over rights to a second 
book. Kodansha won, 


and published Mask of | Sakoda: working the mean 


Suspicion last Octo- 
ber, a further account of the exploits of 
Jimmy Ohara. 

Sakoda has had trouble in Japan 
keeping his fictional and his real-life 
roles straight. In the spring of 1984, for 
example, when he went on a tour of 
Japan to promote his novel, he was met 
at Narita airport by a crush of reporters 
and a barrage of questions about the 
Miura case. 

The trip had been arranged months 
before, Sakoda said. But within weeks 
of his arrival, new evidence suddenly 
— in the case, namely the discov- 
ery of the body of Miura's former mis- 
tress which had been held unidentified 
in the Los Angeles morgue for five 
years. "About that time the Japanese 


M » LJ 
P USE organ wr 
- ez ana dtc 





































ea as UAE 
i loo! ked at the social expe riences of 
Chinese women in the US from 1832 1o 
the present. ^ iyi D" [ 
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rying to save valuable: archival 
material from disappearing: is: one 

aspect of the project's mission) Oral his- 
tory is another. Equipped with tape rt- 
corders, and cameras —' when photo- 
graphy is permitted — project. staffers 
visit older immigrants to obtain first- 
hand accounts of their experiences 'as 
newcomers to the US. A number of vi- 
sitors and programme audiences, en- 
couraged by the project's efforts, have 
contributed photos and: material'of their 
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streets. 
press really sunk their teeth into the 
story," Sakoda said. "Up until then, 
there was really not much interest in it at 
all.^ Some writers concluded that 
Miura, the husband of the murder vic- 
tim who survived the apparent robbery 
with a leg wound, had hired his wife's 
killer. ' 
While Sakoda toured Japan, Miura 
"vacationed" in Spain, reportedly hav- 
ing fled the country out of fear that 
Sakoda had come to question him about 
the shooting of his wife. As for Sakoda's 
vacation, it was transformed into a 
ruelling series of rapid-fire interviews 
in Japanese, not his best language. Con- 
stantly “hounded by the press," he said 
he appeared on 26 TV shows and was. 
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own to its archives. Even so, others 
have been more suspicious and sur- 
prised. “Laundry has no history!" scoff- 
ed one gentleman Luk interviewed. 
Like many of his generation (mostly 
Guangdong province peasants in the 
early days), this retired worker looked 
back on his life's work with mixed feel- 
ings of anger and shame. Nevertheless, 
piecing together the full story of these 
survivors of discrimination and veterans 
of the Chinese Exclusion Act period 
(1882-1943) is the project's main objec- 
tive now, 

More than any other factor, the Ex- 
clusion Act determined the shape of 


Miura, arrested: under investigation since 1981. 


featured in just about every magazine 
and newspaper in the country. "I'd like 
to go back to Japan," Sakoda remarked. 
“But I wonder how I’m going to do it 
now. I don't have much privacy over 
there." 

Sakoda has not been able to slip into 
Obscurity in Los Angeles, either. He re- 
tired from the LAPD last year after a 
26-year career and launched J. S. Enter- 
prises, a private security consulting 
business in Little Tokyo. But the Los 
Angeles County district attorney called 
him out of retirement in May. As head 
of a four-man contingent of detectives 
in the prosecutor's office called the 
Asian Criminal Investigation Unit, he 
will plunge back into an investigation of 
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hel 


created a virtual “bachelors” society” in 


the US by locking out the wives and 
families of male labourers who intended 
to stay only temporarily but eventually 
settled down with the hope of bringing 
over relatives to join them. Even with 
the repeal of this act, only 105 Chinese 
were allowed to enter the country each 
year until 1965, when revised laws 
granted them the same status as other 
nationalities, increasing their annual 
quota to 20,000. 

Today, ethnic Chinese pour into 
Chinatown not only from Guangdong 
and other mainland provinces, but from 


the Miura case, and will help as- 
semble evidence to take other 
crimes involving the Asian com- 
munity to trial. 

Ace detective that he is, 
Sakoda came to law enforce- 
ment as a career almost by 
chance. Born in Seattle in 1935, 
but raised in Southern Califor- 
nia, Sakoda is a third-generation 
Japanese-American. His father 
raised vegetables and hauled 
produce to the market for a liv- 
ing in a small town 150 miles 
north of Los Angeles. 


ocas family spent most 
of World War II in intern- 
ment camps. Sakoda said he is 
not bitter about the experience. 
“As a child all you think about is 
the baseball games and all that,” 
he recalled. “I knew that we 
were being taken to areas where 
we could not leave because there 
were barbed-wire fences. But 
when you're seven or eight years 
old, you're not really concerned 
about all that heavy-duty stuff." 
But Sakoda added, "As I got 
older, I realised what my parents 
and others were deprived of. So 
there are twinges of bitterness.” 

After the war, the family 
moved to Los Angeles, where 
Sakoda went to high school and 
played linebacker on the ( Ame- 
rican) football team. He was 
drafted at the tail end of the Korean 
War. It was not until after he was dis- 
charged from the army in 1956 and en- 
rolled in a criminal-justice class at Los 
Angeles City College that he first 
thought about making police work a 
career. "I had always stereotyped police 
officers as the Irish beat cop: tall, 6-ft- 
plus, 200-some odd pounds," Sakoda 
said, “and I'm not that." But he went to 
the Police Academy and joined the 
force in 1958. 

Sakoda was a highly effective cop, 
too effective for some. He was a little 
"hard-nosed," said one observer who 
has known Sakoda for a number of 
years and now counsels gang members 
who are in trouble with the law. "It's 


e US. It | Southeast Asia and Taiwan as well. 


Shop signs are popping up in Thai and 
Vietnamese. But chronic housing and 
job shortages make it difficult to 
squeeze anymore newcomers into the 
already overflowing area. In fact, the 
neighbourhood has been creeping 
northward into what is known as Little 
Italy, and a new Asian quarter with 
many Chinese residents has sprung up 
in Queens, another New York City 
borough located off of the main island 
of Manhattan. For the New York 
Chinatown History Project, this rapid 
growth of the Chinese community could 
mean even more work. o 





like when you had the first black cop on 
the force. He had to be harder on blacks 
to show that he was in with the guys. I 
think when Sakoda came on the job, he 
had to do a little of that." 

Another observer in the Asian- 
American community who at one point 
shared that assessement of Sakoda was 
the man who would become the young 
detective's father-in-law. Sakoda met 
his future wife in his first year as an 
undercover detective in Little Tokyo, 
Akemi worked at the Kyodo Grill which 
was owned by her parents. Her father 
was not pleased when Sakoda struck up 
a romance with Akemi after a couple of 
years’ acquaintance, Sakoda, after all, 
had busted some of the most popular 
nightspots in Little Tokyo. But Akemi's 
father eventually relented and she and 
Sakoda were married in 1962. 

As a detective for the district attor- 
ney, Sakoda will have a slightly differ- 
ent role than he had as a police detec- 
tive. While he was with the LAPD's 
Asian Task Force, he was concerned 
with preventing crimes and encouraging 
Asian-Americans to report them when 
they occurred. With the prosecutor's 
Asian detective unit, Sakoda and the 
three other Asian-American detectives 
will concentrate on encouraging Asian 
immigrants who are victims of crime to 
cooperate in bringing cases to trial. 
The unit will also take an active role 
in ferreting out crime by conduct- 
ing undercover operations, making ar- 
rests and seizing evidence for use in 
court. 

One type of crime Sakoda said the 
unit may investigate is fraud. Gullible 
immigrants, Sakoda explained, are fre- 
quently bilked of large sums of money 
by unscrupulous businessmen who 
charge them fees to obtain social ser- 
vices and documents such as driver's 
licences that are in fact free. The unit 
may also help keep tabs on Asian 
organised crime, though Sakoda 
downplays the notion advanced by 
some local media that Los Angeles is a 
hotbed of activity by Asian-based crime 
syndicates. “I don't think there's an 
Asian organised crime figure behind 
every Asian house as some people have 
been led to believe," he said. oO 
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Gossip and witnesses 
keep Lin in the cold 


Mao and the Men Against Him by Clare Hollingworth. Jonathan Cape. ~~ 





£16 (US$21). 


f, as rumours allege, Lin Biao is to be 

rehabilitated, a formidable task lies in 
front of his apologists. He was not only a 
man of amazing political ineptitude, but 
also. by so many accounts that it can 
hardly be coincidental, an altogether 
unpleasant man. And yet he aspired to 
be, and very nearly became, the sup- 
reme ruler of the world's largest na- 
tion. 

Clare Hollingworth, the Daily Tele- 
graph correspondent who has been cov- 
ering Chinese affairs in and out of Pe- 
king for a very long time, has a few 
choice vignettes of Lin in her new 
book. 

She describes how his friends re- 
coiled from his body odour in Moscow 
in the early 1940s where he started the 
habit of not using soap in order to con- 
serve his natural skin oils. 





Among his other personal quirks 


were the abhorrence of sunlight and, 
Hollingworth adds, “more objectiona- 
ble to those near to him, a reluctance at 
times to use a lavatory." 

Lin was, of course, touchy about his 
baldness, and the first sign to the elite in 
Peking, according to Hollingworth, that 
Mao was not pleased with his "chosen 
successor" was when Jiang Oing passed 
round a photograph she had taken of 
him without his cap, the first one they 
had ever seen. 

As for the fateful events of 13 Sep- 
tember in 1971, Hollingworth stakes her 
reputation behind Lin and his family 
burning to death in the Mongolian air 
crash. 

She mentions the other possible 
scenarios involving Lin being killed in 
Peking or Beidaihe before going on 
board the Trident aircraft, but dismisses 
them on the basis of eye-witnesses who 
saw Lin on the road to the airport. We 
are still in a position of having no truly 
satisfactory evidence one way or the 
other about Lin's fate. 

Hollingworth had the advantage 
over other Western correspondents of 
being both persistent and a woman. Her 
background in defence reporting gave 
her an entrée with the People's Libera- 
tion Army in Peking which furnished 
her a lead over her rivals to this day. 

Much of the interest of this book, 
which begins with a second-hand ac- 
count of the Chinese revolution before 
1949 and then takes the story of Mao 
and his colleagues up to date, lies in the 
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reminiscences and anecdotes 
which she was able to get from her 
army contacts. 

She has a great nose for finding 
a forgotten witness, such as the 
aging white-gloved lift-boy in 
Shanghai who remembered, even 
in the early 1970s, the visit of Noel 
Coward 50 years earlier to write 
Private Lives, or the former hus- 
band of Jiang who ran a small res- 
taurant just off the Rue du Louvre 
in Paris. 

There is a good measure of gos- 
sip in this book, especially about 
Jiang herself; for example, her al- 
leged affair with Wang Dongxing 
in about 1973, though Holling- 
worth doubts the stories about her 
frequent affairs with young actors 
or sportsmen. 

She also quotes the delightful 
story about Edward Heath’s visit 
in 1974, when Mao complained to 
Zhou Enlai about Heath not being 
treated as a head of state. 


Ti Chinese premier explained 
that the queen was head of 
state in England, and the prime 
minister was Harold Wilson, who 
would be deeply offended if Heath 
were to be given such elaborate 
treatment. Upon which Mao, rais- 
ing his voice, said that “he did not 
give a Chinese four-letter word 
what Mr Wilson said or thought, 
but that throughout Mr Heath's 
tour of China he would be given 
full honours as a head of state." 

Hollingworth's book makes in- 
teresting reading, but there are a 
few mistakes. The Soviet experts 
left China in 1960 and not in 1956, 
for instance, and Zhou did not 
spend a year or two in Hongkong 
in 1927 after the failure of the Nan- 
chang Uprising. There are also 
some distressing spelling errors, 
especially in the index and biblio- 
graphy. 

And in view of the emphasis 
which the author places on photo- 
graphs, it is unfortunate that she 
actually misidentifies the man 
standing next to Mao in one of her 
illustrations at the proclamation of 
the People’s Republic in 1949 (it 
was Zhu De, not Liu Shaoqi). 

— Dick Wilson 





Mao; Lin; Liu: army anecdotes. 
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Mho knows what 
the future holds 








. When Halley's Comet has been around the sun and is at its 
" brightest on March 13; 1986, GIOTTO will be ready to unlock, in 
just four hours, the secrets which the world's most famous celestial 
visitor has been guarding fọr centuries. 
To make that rendezvous, British Aerospace has spent the 
. last five years building GIOTTO with the help of companies from 
10 countries. 
Since 1964 We've already acted as primecontractoron . . 
21 European spacecraft, including the Olympus class, the most 
powerful communications satellites yet ordered. 

These spacecraft, together with guided — systems, 
civil and military aircraft, form part of a range of aerospace 
products unmatched by any ther company in the world. 

Giving British Aerospace the skills and experience to meet 
'-the'demands of tomorrow. 
". With 76 years to wait before Halley’ s Comet makes its next 
wah ahwayet GIOTTO and the technical — it represents 
m be spear. 
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British Aerospace pit; 100 Pall Mall, London. 
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creativity of the present. 
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The BMW 7-Series. 


At the very top 

of the very best, 
the symbol for 
German industry's 
power 

of innovation. 


BMW is one ofthe world's most successful 
car manufacturers. 

And there's no doubt that one of the most 
fundamental reasons for this is the large 
BMW. 


What lies behind it all? 

Ultimately, it's an expression of confi- 
dence by internationally demanding drivers 
in a manufacturer whose products 
consistently prove that, in the exclusive 
car market, the high performance 
technology, the innovative powers 

and proverbial quality of the German car 
industry are unrivalled. 

But achieving this enviable position meant 
redefining the whole concept of what 
"top-class" really stood for and extending 
it way beyond the conventional under- 
standing of the word. 

It was no longer good enough to measure 
cars against traditional values. 

Now, progressive technology is the 
yardstick. 

In other words, status through progress, 
and not just for its own sake. 

It's these qualities that mark the decisive 
difference between genuine top-class cars 
and mass products. 

And it's these qualities that really discern- 
ing drivers have come to appreciate and 
acknowledge. 

That's why the large BMWs offer 
everything that comprises this new form 
of exclusivity. 


€ Computerised engine control for an 
exceptionally favourable relationship 
between performance and consumption, 
as well as really smooth power develop- 
ment. 


e ABS anti-lock braking system, the 
safest braking system available. 

It eliminates wheel-locking completely, 
whilst still ensuring total steering control, 
even in the most critical situation. 


@ Electronic cockpit information systems 
for greater efficiency, safety and comfort. 


e Electronic-hydraulically controlled 
4-speed automatic transmission on the 
745i with integrated engine/transmission 
management,- the first combined elec- 
tronic control system for both engine and 
transmission for economical motoring 
without any sacrifice in performance, 

as wellaseasy problem-free gear-changing. 


And these are only a few of the many 
examples which highlight what will be the 
most decisive factor in the future 
development of the exclusive car: technol- 
ogical innovation. 


Perhaps that's why the large BMW, 

in particular, is increasingly preferred by 
those people who have developed a fine 
feeling for the signs of our times. 

And who refuse to trail behind in the wake 
of progress. 


Model and equipment availability in the BMW inter- 
national range may vary from country to country. 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunei: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
Tel.: 3-7145271 


Indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, 
Tel.: 490932 


Korea: Kolon International Corp., Seoul, Tel.: 7764260 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.: 03/418555 


Philippines: Hahn Manila, Manila, Tel. 7412808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153101 


Thailand: Continental Auto Centre Co., Ltd., Bangkok, 
Tel.: 214-2521 









Eacb toucb, eacb smile, tenderly 
expressing our way of life. It's 
something you will fast appreciate 
aboard the wide-bodied jets of 
Korean Air, as you travel to 29 of 
the world’s major destinations. 
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We're honored to serve you around the world. 


One goal: national electrifica 
tion. And India, with help from 
Combustion Engineering, has 
achieved one of the world's 
highest growth rates in electri 
power generating Capacity 

It was 1959 when the first of 
India's modern-day C-E utility 
steam generators was ordered 


In 1971, C-E signed a long-term 
Technical Assistance Agreement 
with Bharat Heavy Electricals 
Limited which, through transfer 
of the latest technology, has 
enabled India to reach its goal of 
self-reliance in the manufacture 
of steam generating equipmer 
This includes equipment for tk 
country's first 5,00-MW coal-fed 
power station— an importar 
step toward another goal: More 
self-sufficiency in fuel 
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Wherever you're considering 
a pharmaceutical project, Foster 
Wheeler is just what the doctor 
ordered to get the job done right. 
From bulk pharmaceuticals 
to finishing operations, prescription 
or OTC drugs, Foster Wheeler 
has the experience, specialized 
know-how and resources you need. 
For two decades, major phar- 
maceutical manufacturers have 
turned to us for both large and 
small projects. | 
Currently, we are responsible 
for the design, engineering, con- 
strüction supervision, and overall 
project management of ACDIMA, 
a $335million grassroots multi- 
purpose bulk antibiotics produc- 
tion ard finishing plant in Iraq. 
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This state-of-the-art-complex will 
use both fermentation and organic 
synthesis to supply a broad range 
of antibiotics. 

But regardless of size, every 
project is important to us. Our 
“Pharmaceuticals and Fine 
Chemicals Group” is a major 
division of Foster Wheeler SPEC. 
This specialty engineering subsid- 
iary provides the advantages of 
dealing with a small, flexible 
engineering firm backed by the 
worldwide resources of a Fortune 
500 company. 

Every client and every proj- 
ect, large or small, get the atten- 
tion they deserve. And our GMP 
Committee makes sure that every 


job isin FDA compliance. 
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And if you are considering 
the potential of biotechnology, 
Foster Wheeler’s association with 
Applied DNA can provide youa 
fully integrated biotechnological 
service from conception to scale- 
up to a completed plant. 

Whatever your pharmaceuti- 
cal needs, Foster Wheeler has the 
right prescription. 

We speak your language. 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 TIx: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 TIx: RS39292 


FOSTER (7 WHEELER 


We can fill any prescription, 
in any language. 
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Singapore's beleaguered shipyards argue fault and fate 


Caught in a squall 


By Nick Seaward 
A guest storm is brewing over 
responsibility for Singapore’s 
rapidly deteriorating ship-repair and 
ship- and rig-building industries. Reli- 
able sources have told the REVIEW that 
management consultants conducting an 
in-depth study of industry prospects 
have made preliminary recommenda- 
tions which are proving too unpalatable 
and politically sensitive to be accepted 
by one of the two yards that commis- 
sioned them 68% government- 
owned Keppel Shipyard and 74% gov- 
ernment-owned Sembawang Shipyard. 

The consultants, US-based McKin- 
sey & Co., have concluded that the only 
solution to Singapore's chronic lack of 
profitability in the ship-repair business 
is for entire yards to be de-commis- 
sioned, thus achieving a 30-40% cut in 
overall capacity. Specifically, McKin- 
sey's researchers have recommended 
the complete closure of both of Kep- 
pel's yard complexes and the concentra- 
tion of efforts on the more integrated 
facilities of Sembawang on the Straits of 
Johor. Such a move would entail the re- 
trenchment of several hundred workers 
at Keppel's Main and Tuas yards and 
the writing-off of a S$200 million 
(US$87.7 million) investment in Tuas, 
which is only three years old. 

Not surprisingly, Keppel's manage- 
ment is understood to have rejected the 
recommendation outright. The need for 
a capacity reduction was not disputed 
but Keppel is believed to have argued 
for across-the-board reductions by all 
yards in Singapore. In Keppel’s case, in 
order to keep the two Tuas docks intact, 
this would mean the psychologically and 
commercially damaging closure of the 
historic Main Yard, which has been a 
praana and reassuring feature of the 

arbour for more than a century. 

Although the most resilient sector in 
shipping is in the 5-40,000 dwt size range 
covered by the five written-down 
drydocks at Main Yard, the extent of 
Keppel's outstanding investment in the 
150, dwt and 330,000 dwt new vards 
at Tuas and the current shakiness of the 

roup's accounts (interim net loss of 
$$28 million) will force it to rationalise 
its operations on the two larger docks. 
To shut down Tuas as well would be tan- 
tamount to admitting that even with the 
most modern and rationalised of 
facilities, Singapore cannot compete 
with the rest of the world. 

There is the possibility that if Keppel 
can hang on for just another year, the 
rate of attrition among other yards, 
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both in Singapore and neighbouring 
countries, will have cut the supply of 


docking capacity sufficiently. anyway. 
Aside from smaller newbuilding and re- 
pair yards such as Weng Chan En- 
gineering Co. and Seaconstruct, which 
have been forced out of business this 
year already, there has also been a signi- 
ficant reduction in the capacity of ope- 
rational drydocks in Singapore, which 
numbered 22 as of June 1983 with a 
combined capacity of 2.8 million dwt. 
Fabrication vards have also been closing 
down. 


T he biggest casualty so far has been the 
July closure of the massive 400,000 
dwt ultra-large crude carrier (ULCC) 
repair dock of Mitsubishi Singapore 
Heavy Industries (MSHI). MSHI went 
into business in 1976 as a 49:51 joint 
venture between the Singapore Gov- 
ernment and Mitsubishi Heavy Indus- 
tries of Japan. Since then it has accumu- 
lated losses of S$52.5 million and the 
workforce is now being turned over to 
plant engineering work. 

In the rig-building sector, the US- 
owned Marathon LeTourneau is ex- 
pected to have pulled out of its 15-year- 
old yard in Jurong by the end of Sep- 


tember, having completed the construc- 
tion of its last drilling rig more than a 


the end of the decade. A Keppel sub- 
ing (FELS), which was Marathon's 


licensee for Marathon designs, though 
FELS itself only has one rig order out- 
standing — a US$50 million jack-up to 


drilling contractor. | 
On the shipbuilding side, privately 


said there was "very little hope of re- 
covery in the near future" and indicated. 
that the remaining workforce would be 


docks of 300,000 dwt and 170,000 dwt 
capacities, is also feeling the pinch. A 
planned layoff of a quarter of Hitachi 
Zosen Robin Dockyard's workforce 
was postponed at the last minute at end- 
July when some more repair contracts 
were secured. 

Until recently, the reduction of 
surplus labour has been achieved 
through attrition and the retrenchment 
of foreign workers. But the Marathon 
retrenchments and 230 jobs lost in the 
closure of —— builder Sing 
Koon Seng Shipyard have set a new 
trend. Recent events at the 43% gov- 
ernment-owned Jurong Shipyard have 
indicated that the retrenchments are be- 
coming a political issue as well, follow- 
ing the decision by some 30 workers to 
seck the aid of opposition member of 
parliament J. B. Jeyaretnam instead of 
the National Trades Union Congress — 
headed by a government minister — in a 
dispute over the voluntary early retire- 
ment of 275 workers. 

Workers at Jurong complained that 
the management had coerced them into 
retiring at the age of 38 in some in- 
stances, alleging that the company had 
threatened COPY retrenchment 
within a few months if they did not com- 
ply. Jurong Shipyard has since offered 
to take back 19 of the men but the 
episode has highlighted the growing 
problems at the yard, which has a com- 
bined dry-docking capacity of 640,000 
dwt. After turning in a net profit of 
some S$5 million last year, Jurong will 
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year ago. Marathon reportedly made its | 


decision to close the yard after forecasts _ 
of very poor demand for new rigs until — 


owned Robin Shipyard sold off all its 
plant at auctions in June after running - 
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1] 
| 
$ 


biggest competitor, has now become a. | 


iN 


4 


be owned by a joint venture formed - 
by itself, the rig's designer and a ~ 
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Robin's ship-repair joint venture with 
Japan's Hitachi Zosen, which has two ~ 
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be lucky to break even this year, despite 


having followed Robin Shipyard’s 
example in June by returning unused 
land to the Jurong Town Corp. (the gov- 
ernment authority in charge of a large 
industrial park in the western part of the 
island). 

The stage is now set for a major po- 
licy initiative regarding Singapore's 
maritime industries. Keppel's chair- 
man, former civil servant Sim Kee 
Boon, made the first official reference 
to a restructuring of this important sec- 
tor of the economy in his 1984 annual re- 
port. "It appears," he told sharehold- 
ers, "that the long-term solution lies in 
some rationalisation and reduction of 
overall capacity in the ship-repair indus- 
try in Singapore." 

This view was confirmed a few weeks 
later by Prime Minister Lee Kuan Yew, 
who picked up the 30% reduction 
theme in his National Day speeches and 
briefings at the beginning of August. 
Lee also recognised that the downturn 
in the world shipping market is not en- 
tirely to blame for the predicament that 
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E Nou Day speech brieling 1 
ocal journalists, Lee criticised previous 
investment decisions by some of the 
shipyards. 

is criticism was a major departure 
from the official line which was reiter- 
ated as recently as June by Economic 
Development Board director Yeo Seng 
Teck in response to an editorial carried 
by The Asian Wall Street Journal on 27 
May. Responding to the ice bai edi 
charge that investment in shipbuilding 
and repair had been a mistake, Yeo 
used the argument that the dockyard 
facilities in which the government has 
part ownership “were inherited from 
the British colonial administration." 
Besides, said Yeo, the $$267 million in- 
vested by the government in these com- 
panies had — in addition to creating 
thousands of jobs — grown in value to 
$$700 million by March this year. 
Quite apart from the fact that the 
Singapore Government inherited from 
the British less than 400,000 dwt of the 
2.3 million dwt it either owned or con- 





Intra-Asean trade to decline as oil market changes 


By Paisal Sricharatchanya in Bangkok 
D much discussion recently 
about an Asean economic summit 
aimed at pulling the regional grouping 
closer together (REVIEW, 5 Sept.), 
trade patterns suggest there is little 
room for genuine regional economic 
integration. A newly completed study 
by the Singapore-based Institute of 
Southeast Asian Studies concludes that 
proposals for a free-trade zone and cus- 
toms union would be unacceptable to 
the member states. Perhaps more im- 
portant, its findings indicate that intra- 
Asean trade, which has been expanding 
over the past 10 years, is poised to de- 
cline. 

The study by Hans Christoph Rieger 
reveals that of the total intra-Asean 
trade in 1983 (the latest available data) 
some 63% was in crude oil and petro- 
leum products. This was heavily con- 
centrated between Singapore (as the re- 
gional refining centre) on the one hand 
and oil-producing Indonesia and Malay- 
sia on the other, and to a lesser extent 
Singapore exports of petroleum pro- 
ducts to Thailand. Intra-Asean trade as 
3 proportion of the group's total trade 
rose from 14% to 21% in 1973-83. But 
there was no real attempt to determine 
the composition of trade previously. 

With new refining capacity coming 
on stream in both Indonesia and Malay- 
sia, intra-Ascan trade in petroleum pro- 
ducts is believed to have fallen substan- 
tially during the past year. Bangkok- 
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based oil industry experts say both Ma- 
laysia and Indonesia have attained self- 
sufficiency in oil refining in the past year 
and will soon have excess capacity. 
However, since both countries produce 
light crudes, there will continue to be 
room for imports of heavy oil products 
from Singapore. 

As the study notes: "From a narrow 
national point of view, this [drive to self- 
sufficiency] may be understandable, but 
it means that substantial benefits for the 
region as a whole are forgone. Such 
benefits, if redistributed, could be in the 
interests of the countries now acting to 
prevent their accrual...” 

Singapore's position as the region's 
leading trading centre is obvious. Trade 
between Singapore and Indonesia and 
between Singapore and Malaysia ac- 
counted for 7 A of intra-Asean trade in 
1983 — rising to 85% if Singapore-Thai- 
land trade is added. This means trade 
between Asean countries other than 
Singapore was very small. 

Like most previous findings, the 
Rieger paper discounted the Preferen- 
tial Trading Arrangements (PTA) be- 
tween regional states as an effective tool 
to spur intra-Asean trade. Given 
member countries' obsession with their 
own national interests, most items of- 
fered for tariff cuts under the PTA are 
marginally traded or completely non- 
tradable. For instance, the Philippines 
has reduced import tariffs on snow 





real issue of who was to blame for in- 


vesting public money in drydocks de- 
signed primarily for a class of super-size 
ships whose numbers had been declin- 
ing steadily since 1975. Lee's comments 
to the local press indicate that blame 
will be placed on the managements of 
the government-owned yards for the de- 
bacle. But Keppel's former chairman, 
George Bogaars, has already been re- 
moved for his role in the ill-starred ac- 
quisition of Straits Steamship, and Kep- 

el's 330,000 dwt Raffles Dock at Tuas 
is the most obvious target for any criti- 
cism. 


t is also the case that the government 

pressed ahead with promoting the 
MSHI facility in the hope that Mit- 
subishi would be tempted to make 
further investments in Singapore in the 
heavy industrial sector. It is also clear 
that all investments in new docks by 
government-owned or controlled com- 
panies had to have the approval of 
a vetting committee called the Director- 





Boonchu: customs union. 


ploughs for Asean producers while 
Thailand has done the same for eight 
separate items of brush-making hair. 
Frustrated by the limited regional 
economic cooperation so far, several 
rominent Thai private-sector leaders 
ave become increasingly vocal about 
the need for closer ties, and for turning 
Asean into an integrated economic 
bloc. The proposal for an Asean econo- 
mic summit was mooted in August by 
Kukrit Pramoj, a former prime minister 
and now a respected senior statesman. 
Influenced by Boonchu Rojanas- 
tien, former president of the Bangkok 
Bank and a former deputy prime minis- 
ter, the proposal calls for the Asean 
heads to quickly draw up a treaty of eco- 
nomic integration which would lead to 
the creation of a limited free-trade 
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Council, headed by the minister of fi- 
nance, — 
_ Ina front-page article carried by The 
Straits Times on 6 April, it was revealed 
i ee . ‘ 
that this, body has been in existence 
since 1971 and has overriding powers of 
control. Over all government-owned 
companies, In an example of the degree 
to which government companies have 
autonomy in investment decisions, the 
article stated that operational expendi- 
ture — such as the purchase of aircraft 
by Singapore Airlines — did not require 
clearance with the council. Investment 
decisions, however — such as the con- 
struction of a drydock — “must first be 
approved,” 
Just. why the government should 
have approved the construction of so 
many ULCC-sized docks after the first 


oil crisis sounded the death-knell of that 
Sector remains a mystery even to those 
who haye the task of running them. Fig- 
ures quoted by the Japanese shipping 
major Mitsui OSK Lines show that the 
world’s tanker fleet peaked in January 
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zone, a customs union and eventually a 
common market. 

But the proposed steps may be easier 
said than done. The Rieger study con- 
cluded that a free-trade zone or customs 
union would be unacceptable to the 
member countries. At a recent seminar. 
Anand Panyarachun — head of the 
Asean task force during 1982-83 and 
one of the most vocal critics of regional 
economic cooperation — conceded that 
the concept of an Asean common mar- 
ket is far-fetched. 

_ As the study comments: “The disad- 
vantage of a free-trade area is that in the 
absence of a common external-tariff 
wall, goods will enter the area via the 
low-tariff country — namely Singapore 
T- and could then be shipped duty-free 
to other high-tariff members. For this 
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200,000 dwt | 
more delivered immedia or to 
that time "hearly all stemmed from a 
backlog of orders placed prior to 1974. 
It was estimated in May this year that 
there are Only 506 VLCCs and ULCCs 
left, 70% of which are at least 10 years 
old. The average yearly,decréase in the 
supertanker fleet worldwide is esti- 
mated at 40. 

With all three government-control- 
led shipyards set to make à loss this year 
in their shiprepair businéss, thé main 
question now is whether à 30% capacity 
cutback coupled to à wage freeze will re- 
store profitability, as predicted by the 
prime minister. One shipyard director 
told the REVIEW that it is by no means 
certain that prices would rise if the sup- 
ply of repair capacity was cut: “We our- 
selves cannot dictate the price — Japan 
has a lot to say." Prices are estimated to 
have fallen by 30-40% over the past two 
years and Singapore has no captive mar- 
kets which would provide better income 
in the event of dock availability being 
artificially reduced. 


reason, complicated rules of origin must 
be devised and adhered to in order to 
limit the area to locally produced 
goods.” 

It continues: “A customs union ob- 
viates the necessity of administering 
rules of origin since [non-Asean] goods 
would face the same tariff at all entry 
Joints, The disadvantage lies in that the 
highly protected countries [Indonesia, 
the Philippines and Thailand] must re- 
duce their external tariff, while the low- 
tariff countries [Singapore and Malay- 


sia] must raise theirs.” 
M ost observers agree that the former 
group would be extremely reluctant 
to endorse such a scheme since import 
tariffs at present generate a large chunk 
of their central-government revenue. 
Perhaps the strongest objection would 
come from Singapore, since the en- 
trepot trade on which it relies for its very 
economic existence is dependent on 
zero-tariff free trade. 

As an alternative the study says 
Asean should introduce a combination 
of a customs union and free-trade area 
to suit each country’s situation. This 
proposal envisages a customs union for 
all Asean countries but Singapore, and 
a free-trade area (including Singapore) 
for all Asean goods. 

Rieger concludes: “It is unfortunate 
that Asean politicians and adminis- 
trators seem resigned to the fact that 
discussions of issues in which national 
interests obviously diverge must remain 
largely taboo in fora that are now re- 
quired by tradition to stress only the 
spirit of friendship and solidarity, As 
long as this remains, Asean's success 
will continue to be [in the] political 
arena rather than economic coopera- 
tion." oO 























Cae re aos "a 





Sheaffer pens, m 
personalized with | 
your company's 

name or emblem, 

make the perfect vg 
business gift for E 
clients or staff. 2 
You'll know your ' 
name is backed by 
the finest name in 
writing instruments: à 
Sheaffer. ` ai 


SHEAFFER. 


SHEAFFER PEN 


Sneatter Eaton Division of Textron Pacific Lid 


77 





78 


- | = Er acc 


mem me Ci — 
à 





| = $ ee A => — 
Legs? TT es 
€ ~ 


Sumitomo, 
the Bank | 
Bringing Action 
to Innovation. 
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Sumitomo Bank is exceptionally brave and aggressive 
when it comes to developing new services and attracting 
new customers. Investments in office automation, 
for example, are expected to reach 
US$250 million by 1987. 

At Sumitomo, we think innovation is the key to better 
international banking operations, especially in this age 
when international financing is becoming more and more 
free while the needs of society 
and individual customers 
are becoming more and more sophisticated. 

We all believe that our innovation is making Sumitomo 

* the most reliable and 
; beneficial bank for customers at large. 


> SUMITOMO BANK 


3-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan. 


— E ————[L — —— — = 


| Roadblocks 


on the path 
to growth 


Nepal’s traditional trade 
dependence on India grows 


By Kedar Man Singh in Kathmandu 
hile Nepal's trade deficit has 
grown only slowly in its most re- 
cent fiscal vear and its deficit with "third 
countries" (excluding India) has fallen, 
trade with India itself has tipped further 
in New Delhi's favour. This is a long- 
standing problem for Nepal, but 
Kathmandu now faces another obstacle 
in breaking out of India's grasp: a transit 
treaty which gave it land access to 
Bangladesh and beyond through India 
has expired and discussions over its re- 
newal are deadlocked. 
Nepal's overall trade deficit rose 4% 
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Indian textiles: moved into Nepal. 


in the 1984-85 fiscal year (ended mid- 
July) to about Rs 5.2 billion (US$497 
million). At the same time, its deficit 
with non-Indian partners fell by some 
7*5 to about Rs 2.7 billion. The promise 
of cash export incentives helped Nepal 
more than double its 1984-85 sales to 
non-Indian buyers. (However, export- 
ers complain that after two years of the 
programme, they still have not been 
paid their incentives.) During the same 
period, Nepal's trade deficit with India 
rose by 31%, to some Rs 2.5 billion. 
Total trade for the most recent year was 
some Rs 10.6 billion, with imports mak- 
ing up Rs 7.8 billion of the total. 

The Nepalese have complained that 
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Héy cannot ex 
nearly as quickly as to other markets 
(exports to India still rose a respectable 
38% in the last fiscal year), as India 
gives preferential treatment to less than 
half Nepal's export products. Part of the 
problem for the Nepalese is also that 
they have been importing for heavy in- 
dustry and other development projects, 
bringing in vehicles, raw materials for 
industry, tractors, water pumps and 
electric appliances from India. 

The expiry of the transit treaty, the 
Nepalese fear, may further increase 
their reliance on India as an outlet for 
their exports and for onward trade. 
Under the seven-year agreement which 
expired in March, Nepal was able to use 
land routes through India for its trade 
with China, Pakistan, Bangladesh and 
beyond. 

But India has now declared the 
Radhikapur overland road unfeasible, 
saying that it does not have the neces- 
sary facilities (warehouses, customs in- 
spectors and good roads). The agree- 
ment's validity was extended in late Au- 
gust for an indefinite period, until the 
officials of both countries can meet 
again in Kathmandu. 


eanwhile, one of the efforts Nepal 

has made to expand its export sales 
beyond India could become a victim of 
its Own success. During the past fiscal 
year, exports of cotton garments have 
doubled to some Rs 500 million to be- 
come its largest export item. The main 
markets have been the EEC and else- 
where in Europe, Japan, Australia, the 
Soviet Union and the US. 

The Nepal Government has sought 
to encourage the garment industry — 
for example, by liberalising import pro- 
cedures for the necessary machines — in 
hopes of earning foreign exchange and 
creating jobs. 

But Nepal has found that Indian tex- 
tiles manufacturers, facing quotas in the 
West for their own garment exports, 
have moved into Nepal much as 
Hongkong has used Macau and China's 
special economic zone of Shenzhen. 
The result has been a flood of Indian 
migrants from Bihar and Uttar Pradesh 
seeking jobs (more than 60,000, it has 
been estimated). Nepal reacted by rul- 
ing that every factory had to be at least 
20% locally owned, with at least 20% of 
its workers Nepalese. 

In addition, so little of the foreign ex- 
change earned was making its way back 
to Nepal that the finance minister ruled 
that no export licences would be issued 
until the exporter had opened a letter of 
credit with a local bank. 

The swift growth of Nepal's garment 
exports has so far caused no problem 
with the EEC, which regards the coun- 
try as among the 14 least developed. But 
the JS, one of the biggest markets for 
Nepalese clothing * has already 
begun to complain about the large in- 


crease. 
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China may be out to tap the British bond market n 


By James Bartholomew in London E 


T* Bank of China (BoC) is issuing US$200 million of floating-rate certifi- - 
cates of deposit (CDs) its London office, prompting speculation _ 
that China is mov closer to issuing bonds and similar financial instru- 
ments which it is e Dvd ed from doing in London at pe - LAE 
The British Government has statu wers under the Control of E R 
sawing — at these would be used to stop an ny | 
issue by China of a sterling bond because the Chinese Government has refused | 
to pay principal or interest on bonds issued before the communist takeover, T 













However, this prohibition does not extend to CDs, even though these t | 
can provide China with amounts of medium-term finance. The Be ^ 
is now issuing five-year in London. The notes mature in September du Z 


and interest will be fixed at the London interbank offered rate (Libor). The 
issue is lead-managed by Orion Royal Bank, the Canadian merchant bank, |. 
Other managers of the issue are a collection of blue-chip international com- · 
panies including British bank Samuel Montagu. The 30 or so pa nts hic * 
clude a number of other prominent British banks. This suggests ‘that t finan- - 
cial establishment in London hasby no 
means shunned China's CD issue. li w 
fact, given the fine rate (with no pre- 
mium over Libor) banks appear to be 
quite keen. 
However, this does not — 
sarily mean that London, in its | 
ness to get business from China, has | 
decided to overlook the "busted . j 
bonds" issue. There are fine dis- — 
tinctions which the Bank of England |. 
and the British banks appear to be — 
observing. One of them is a la is 
notional difference between M. 
market and money-market instru- y 
- ments. A CD is a banking instrument — 
-= whereas a bond is a capital-market — — 
instrument. China's failure to meet _ 


i ia 


T a 





its capital-market obligations does 
not necessarily make it a leper 
as far as the money market is con- 
cerned. 

The distinction is very fine since 
CDs can be traded in the market. | 
A second distinction is between {| 
those instruments denominated in | 
sterling and those in US dollars. The |. 
British Government would probably 
not have legal powers to prévent a — 
dollar bond whereas it could prevent — 
a sterling issue. 

It is not clear whether the Bank of England was consulted on the China CD 
issue. But its general advice is understood to be that banks should consider — 
their long-term interests and not me the gaining of business in the short — 
term. Here the argument is cl that the financial community should not get — 
into the habit of letting off people who refuse to acknowledge their debts. If — 
they did so, more and more debtors would default. 

e bank evidently has taken the CD issue quite calmly. It might become 

more agitated over a bond issue, even if it was dollar denominated. “Moral 
suasion" and arm-twisting would be much more in evidence than they have 
been over the CDs. As China requires more and more foreign finance, the 
— that can be applied for repayment of the old debts could become all 


Bank of England: fine distinctions. 


the greater. 

lators who have bought the old Chinese bonds will hope that the 
Bank of England will hold the at CDs. Otherwise their beautiful old bond 
———— will return to mere ornaments and curiosities, framed and 


hung on the wall merely to stimulate flagging dinner-party conversations. 
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| By Charles Smith in Tokyo 

Jp m ban on petrol imports, which 
| JJ received embarrassing publicity last 
- winter when a small trading company 
challenged the legality of the system 
- (REVIEW, 7 Feb.). is likely to be for- 
- mally lifted next year.. However, the 
- Ministry of International Trade and In- 
| dustry (Miti), which operates the ban, 
- seems to be planning to issue import li- 
T eences only to those who are least likely 
| to want to use them — the biggest 
| domestic refiners whose business de- 

pends on keeping the market closed. 
—  Miti's decision to embark on import 
| liberalisation — if that is not too strong 
a word for the very cautious steps the 
‘government has in mind — was made 
- known in a typically roundabout way. 
On 12 September, Miti revealed that it 
- had received a report from a subcom- 
mittee of the nominally independent 
| Petroleum Council (a body whose sec- 
- retariat is actually provided by Miti) re- 
| commending that companies meeting 
| certain criteria should be allowed to 
- start shipping petrol into Japan from 
| 1986 onwards. The criteria include the 
| possession of domestic refining capa- 
| city, the ability to hold stockpiles and 
| the ability to upgrade imported petrol, 

| to meet Japanese quality standards. 
| Miti officials admit that this rules out 
| general-trading companies (which 
| might be only too willing to muscle into 
the tightly controlled petrol market) as 
- well as small specialist wholesalers such 
- as Lions Petroleum, the company which 
tried to challenge Miti's import ban in 
December. Large refining companies 
will qualify under the proposed rules, 
- but the industry association which re- 
| presents them was quick to issue a state- 
| ment opposing the new proposals. The 
{| statement claimed that there was no 
| need for Japan to bend to international 
-] pressure for the liberalisation of petrol 
- imports, since it already imports sub- 
| stantial quantities of petroleum pro- 
- ducts such as naphtha and heavy fuel oil. 
ur The issue at stake in the import de- 
| bate is whether to start dismantling the 
| cosy arrangements under which Japan- 
| ese refiners have been able to sell petrol 
at some of the world's highest prices for 
— | the past two decades while taking losses 
| on the salé of politically sensitive pro- 
d ducts such as heavy fuel oil (for indus- 
try) and home heating oil (kerosene). 
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iti does not intervene directly to fix 

| petrol prices, but it has kept the market 
tight by production controls. According 

to Miti officials, the ministry's interven- 
tion takes the form of informally “re- 
viewing" production plans submitted to 

it by refinery companies. Other sources 
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| A small refinement ? 


f Changes in Japan's oil-import scheme will be cosmetic 


speak openly of a quota system under 
which Miti determines exactly how 
much of any given product each com- 
pany can produce. 

Refiners have been happy to go 
along with this in the past, since it 
guaranteed the status quo within the in- 
dustry. But outsiders like Lions — as 
well as international pressure in the 
form of criticism of Japan at the Interna- 
tional Energy Agency and elsewhere — 
have — made it hard to maintain. 
A watershed was reached last winter 
when Lions succeeded in drawing atten- 
tion to the fact that Miti actually has no 
legal powers to prevent the import of 
petrol, but merely uses "administrative 
guidance" to achieve this result. After 


"XI x sadha iii 
c n 


Oil refinery under Mount Fuji: hard questions to be tackled. 





the Lions debacle, Miti hastily ap- 
pointed a committee to look into the 
question of imports — almost certainly 
indicating the general direction which it 
expected its recommendations to take. 


I: imports of petrol do get under way 
next year as a result of the Petroleum 
Council's report, Japan's high domestic 
prices could start to edge down towards 
world-market levels. However, there 
seems no chance at all that a genuinely 
free market for petroleum products is 
likely to emerge any time soon. In ac- 
cepting the committee report, Miti said 
it still believes that national security re- 
quires the maintenance of an “onshore 
refining poner — in other words, for 
petroleum to be imported mainly in the 
form of crude and turned into products 
by a domestic refining industry that is 
responsive to government directives. 


ras 21 


FE DOAOQ A x. See RS ugar 
U atSO Clams tildt lille y 

LETT £i a t oe oe O 

still too narrow to be at 


e 
ERI 
‘OTIC IT 
Brus 


"« 1DDO : the 
import needs of a country like Japan. 

Even if Miti wanted to change its 
basic strategy it would be almost impos- 
sible to dismantle overnight a refining 
industry that has spent the past 20 years 
sheltering behind an elaborate system 
of protection. Japanese refiners supply 
more than 80% of the petroleum pro- 
ducts used domestically (against 67% 
for West Germany and slightly more 
than 7096 each for France and Britain). 
The fact that imports of products have 
reached even their current modest 
levels is due partly to arm twisting on 
the part of the petrochemical industry 
which insisted on being allowed to bring 
cheap naphtha into Japan a few years 
ago in exchange for agreement to a Miti 
plan to scrap surplus capacity. 

Apart from opening the door a chink 
to petrol imports, Miti would like to 
persuade oil refiners to follow the exam- 
ple of petrochemical manufacturers in 
scrapping excess capacity. But here 
again it seems doubtful how far the 

industry is likely to be 
à forced to face economic 
* realities. The Petroleum 
Council report suggests that 
oil refiners should disman- 
tle between 700,000 and 1 
million barrels per day of 
their existing refinery ca- 
pacity over a three-year 
period beginning in April 
1986, in return for un- 
specified financial favours 
from Miti which might in- 
clude a partial remission of 
the industry's tax burden. 
Realisation of this tar- 
get would bring Japan into 
line with European coun- 
tries so far as scrapping of 
excess refining capacity is 
concerned. As of now 
Japan lags well behind 
these countries with only 
16% of capacity mothball- 
ed since the second oil 
shock — as against 30% for France, 
33% for West Germany and 27% for 
Britain. 

Rationalisation of Japan's refining 
industry could in theory be good news 
for low-cost refiners in Asia such as 
Singapore, but from 1987 onwards 
Asian refiners are likely to find them- 
selves in competition with ultra-cheap 
refineries based in oil-producing coun- 
tries such as Saudi Arabia. Japan's 
Asian neighbours thus have very little 
reason to cheer the import-liberalisa- 
tion proposals unveiled by Miti. A 
realistic assessment of its action is that it 
has given a nod towards import liberali- 
sation at a time when Japan badly needs 
to be seen to be acting positively over 
any trade-related issues. The hard ques- 
tions about the future of oil refining and 
the market's openness to the outside 
world almost all remain to be tackled. 
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How can you put the 
bounce back into your 


|} next business trip FOR SALE BY TENDER 
(s in Asia? FULLY APPROVED 


Count 
Club Estate 


CALOUNDRA, QUEENSLAND, AUSTRALIA 


AN EXCITING 
DEVELOPMENT 
SITE 
ADJACENT TO 
AUSTRALIA’S 
NEWEST 
RACECOURSE 








Bounce. That spring in your step makes a 
world of difference to you... and to us. 

A body delivering optimum performance 
means a mind delivering optimum results, At CORBOULD 
Holiday Inn we've gone to a lot of trouble to PARK 
ensure that your fitness never fails you. —— 

We'll provide you with mini-trampolines, EX 
skipping ropes Stationary bicycles and even 
jogging shoes and route maps of the best and 
Safest running areas. At no charge. And our health 
centres, saunas, swimming pools and special 
gourmet health menus will mean your health 
regimen need never let up, even on the road. 

Like you. we know theres nothing worse 
than little things going wrong physically. 

Which is why at Holiday inn we'll take care 


of the little things and let you get on with the big 
Ones. 


RESERVE 


CALOUNDRA 
AIRPORT 


Country Club 
Estate 


NEW 4 LANE HIGHWAY 


Country Club Estate, Caloundra is 250.3 hectares of prime 
development land situated in the popular tourist area of the 
Sunshine Coast, Queensland and only 6 kilometres from main 
surfing beaches. Access to Brisbane, the international airport, 
and Australia’s major transport routes is made easy by close 
proximity to the high speed, 4 lane Bruce Highway. Two 





development proposals have been formulated for this land - 
Le © Stay at Holiday Inn — each offering training and stabling facilities for the adjacent 
r) multi-million dollar Corbould Park Racecourse and large areas of 
rural residential land. The second proposal also includes a golf 
Wec care — the small things in life. 


course, tourist development, shopping and resort 
accommodation. This is an exceptional opportunity to obtain 
land in one of the highest potential growth areas in Australia. 


For further details including tender documents and colour 
Holiday Sun brochure contact the sole marketing agents: 


International - Asia/Pacific TENDER R White 
For further information and reservations, contact your travel agent, ay 


any Holiday Inn or our Regional Director of Sales. DE TAI LS 


c/o Holiday Inn Harbour View Hong Kong. 
Tenders for this 


TST PO Box 98468. 70 Mody Road, Kowloon. Hong Kong 
Tek 3-7215161. Telex: HX 38670, Cable: INNVIEW prime site will Ray White Project Marketing, 
close at 12 noon, 308 Elizabeth Street, Brisbane Q 
Holiday inn Hotels In Asia Wednesday, 4000 Australia Telephone: 
Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong 


. n (Count ode: 
Islamabad * Johor Bahru * Kanazawa * Inn On The Park Kuala Lumpur October 23, 1985. Mr. lan Dore on (C ry Code: 61) 


Karachi * Kuching * Kyoto * Manila * Nagasaki + Nankai-Osaka (Area Code: 7) 227 9290 
Narita *« Penang * Park View Singapore * Royal Singapore * Tokyo RAY 298 Telex AA42053 
Toyohashi * Yokohama 


PROJECT MARKETING 
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PROPERTY 


YOUR HONG KONG DOLLAR IS WORTH 3 TIMES AS MUCH 
WHEN YOU INVEST IN AUSTRALIA'S GOLD COAST. 
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YES, | AM INTERESTED IN ATLANTIS, | 

Eo ogi CC a Re o PLEASE CONTACT ME AT: | 
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[S ADMIRALTY DRIVE, PARADISE WATERS, 
Ki SURFERS PARADISE, QUEENSLAND, 4217. 
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The ultimate address is now selling — comprising: 7 acres land- REGES. io daa e pic P ENE EEE PEIE Reds es ; 

nos scaped gardens, 2 outdoor pools, 3 tennis courts, riverside club- 
house with heated indoor pool/spa, gymnasium, saunas and residents || e Post Code .......... j 
lounge overlooking marinas. Plus 24 hour comprehensive security. : 
e A totally managed, trouble free investment 30% under replacement cost. PRONE HOME, Lac anes ss tna naa Sa —— | 






e Hong Kong finance available to 


PROUDLY MARKETED BY 
approved purchasers. 


AUSTPACIFIC INVESTMENTS LTD. 
m MAX CHRISTMAS 
& ASSOCIATES REALTORS 


17th Floor, Great Eagle Centre, 
25 Harbour Road, Hong Kong. 


Phone: 5-8913778 


MCO939A TELEX: 62796 CPTCO HX 







* Price Waterhouse/Rider Hunt reports, display model, 
video and brochure now available. 





Reservations should be 
addressed to: 


General Sales Manager 
Far Eastern Economic Review 


7th Floor, Centre Point 
181-185 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5-734301 
Telex: 62497 REVAD HX 
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India's power gap 


Substantial oil imports likely despite production gains 


By Mohan Ram in New Delhi 


te ordef to sustain even a 5%-a-year 
growth rate over the next 20 years, 
India will need 3.6 times as much coal, 
nearly four times as much electricity and 
2.5 times as much oil as it had consumed 
during fiscal 1984-85 (ended 31 March). 

And, while there is a reasonable 
chance of meeting other needs from 
domestic resources, even the most optim- 
istic projections point to a formidable oil 
gap that will call for large-scale imports. 

The Indian Government's Advisory 
Board on Energy has estimated that the 
total consumption of coal, electricity 
and oil taken together in 1982-83, con- 
verted into million tonnes of coal equi- 
valent (mtce), was three-and-a-half 
times the consumption in 1960-61. This 
was possible due to a substantial in- 
crease in domestic production of these 
commercial sources of energy, with only 
a part of the total demand being met by 
imports of oil. 

The study expects total energy con- 
sumption to go up from 565 mtce in 1982- 
83 to 1,985 mtce in 2004-05, if the econ- 
omy is to maintain 5% annual growth. 
Commercial energy consumption (that 
is, of coal, electricity and oil) is projected 
to rise to 1,483 mtce during this period. 

So, the strategy for energy will have 
to aim at reducing dependence on oil by 
ensuring improved availability of coal 
and other forms of energy. The level of 
coal production was stagnant at around 
100 million tonnes prior to 1980-81, and 
rose to 138.2 million tonnes in 1983-84. 

Consumption is expected to be in the 
range of 450-540 million tonnes in 2004- 
05. This calls for stepped-up exploration 
to establish reserves of thermal coal, 
better recovery of resources and im- 
proved technology. 

Needs of electricity in terms of in- 
stalled capacity — 43.3 gW in 1983-84 — 
is likely to range between 153 gW and 
188 gW. A proper mix of thermal, hydel 
(hydroelectric) and nuclear power and 
modernisation and improvement of 
existing plants are some of the issues 
that need examination. 

The demand for crude oil (about 43 
million tonnes in 1984-85) is expected to 
be between 94 and 123 million tonnes. 
The upper level corresponds to a situa- 
tion in which the economy grows at 5% 
a year and assumes present levels of effi- 
ciency in the utilisation of oil products, 
without substitution of oil for other 
fuels. It also assumes no check on the in- 
crease in the share of road transport in 
freight movement. 

Oil production has risen from 8.4 
million tonnes in 1975-76 (entirely on- 
shore) to 29 million tonnes in 1984-85 
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(20.3 million tonnes of it from offshore 
wells). This arises from stepped-up 
exploitation of the Bombay High re- 
serves discovered in 1974. This too has 
helped reduce imports (which reached a 
peak of 16.2 million tonnes in 1980-81 ) 
to 10.5 million tonnes in 1983-84 and 7.1 
million tonnes in 1984-85. With no signi- 
ficant addition to the recoverable re- 
serves since the discovery of Bombay 
High, production has reached a aee 
at 30 million tonnes (which is the pro- 
duction estimate for 1985-86). 

Known oil reserves suggest three 
scenarios: 
» At the beginning of 1983, India had 
about 3 billion tonnes of implied geolog- 
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the ONGC, there isa further additionto | 
recoverable reserves through explora- | 
tion beyond 2005 and due to enhanced | 
recovery from known fields. In that case 
a level of 50 million tonnes a year canbe |. 
maintained until 2015 when the decline |. 
is expected to set in. - 
So, on the present reckoning, India | 
will need to import anything between - 
44 and 73 million tonnes of crude in | 
2004-05. This does not take into account | 
the availability of natural gas. On d 
basis of proven reserves, production 
potential in 2004-05 is projected at 61 — 
million m3 a day. India's hydrocarbons - 
problem is essentially one of liquid — 
fuel. ET 
Gas, now used mainly as feedstock in. | 
petrochemical production, will have to 
substitute for oil. Thought has to be — 
given to the use of gas to run vehicles (to - 
save diesel oil), as cooking fuel (to sub- 
stitute for kerosene) and as boiler fuel in 
industry. If a third of the natural gas — 
available in 2004-05 can be used to sub- 
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ical reserves of oil. Assuming a recovery 
factor of about 22.5%, this can sustain 
an annual output of 30 million tonnes up 
to the end of the century, which means 
that by around 2004-05 there would be 
no oil left. 

» If the recovery factor could be raised 
to about 33% the balance of recovera- 
ble reserves would go up, making possi- 
ble annual production of 30 million 
tonnes during the seventh-plan period 
(1985-90) and 35 million tonnes thereat- 
ter for 20 years. 

» The Oil and Natural Gas Commis- 
sion (ONGC) has forecast addition of 
3.3-4.3 billion tonnes to the geological 
oil reserves under alternative invest- 
ment scenarios up to 1990. This calls for 
a massive drilling programme under the 
seventh plan. 

If both a higher recovery factor and 
addition to recoverable reserves mater- 
ialise, production can be sustained at 30 
million tonnes a year during the seventh 
plan and 35 million tonnes a year in the 
eighth plan, to reach a level of 50 million 
tonnes a year by 2005. 

This level can be maintained only for 





stitute for liquid fuel, about 6 million | 
tonnes of crude equivalent can be | 
saved. 
The study also estimates that if elec- | 
tricity substitutes for kerosene for light- | 
ing, by 2004-05 another 9 million tonnes |. 
of crude equivalent could be saved. | 
Thus the use of natural gas and electric- | 
ity could save 15 million tonnes of crude |. 
oil, but with domestic production of 50 | 
million tonnes a year there wouldstillbe | 
a gap of 29-56 million tonnes of crude in. | 
2004-05. | 
The study suggests various conserva- | 
tion measures such as fuel-efficient — | 
\" 





kerosene stoves, diesel engines and 
boilers and waste-heat recovery systems 
to save 10-15% of total oil consumption. 

It says further savings are possible 
through inter-fuel substitution in the 
transport industry with railways, coastal 
shipping and inland —— checking 
the growth of road freight transport. 
Battery-driven vehicles and use of 
methanol as fuel would help too. And 
yet, the study concludes, there will bea |. 
gap of 20-25 million tonnes a year which 
will have to be met by imports. o 
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j . By Paul Handley in Jakarta 
J large Indonesian contingent led by 
. &£" two senior ministers left a simmer- 
Jing debate on national development 
| priorities to visit Tokyo and Osaka early 
- this month in a quest for more invest- 
| ment for the sagging Indonesian econ- 
| omy. Development Planning Minister 
| J. B. Sumarlin and Ginandjar Kartasas- 
| mita, a junior minister and chairman of 
| the Capital Investment Coordinating 
| Board (BKPM), accompanied 80 senior 
businessmen to try to coax Japanese 
| counterparts to revive the Ann days of 
_ Japanese investment of 1982-83. 
- To put on a good face for the visit, 
- which included direct talks with Prime 
- Minister Nakasone, Ginandjar had ar- 
ranged the signing of US$341.2 million 
in previously negotiated investment 
pements during the trip. However, 
» jt e group was trying to sell an Indonesia 
| which remains largely unattractive to in- 
|] westors; its domestic market depressed 
| and export potential eclipsed by more 
| competitive neighbouring countries. 
| Ginandjar offered the Japanese two 
| new concessions and now he is drawing 
| fire at home for granting them protected 
| markets. 
| In one case which hit the headlines 
| with unusual mudslinging at the mis- 
sion, a local investor accused BKPM of 
granting Japanese investors protected 
markets at the expense of both Indone- 
sian consumers and investors. The case 
| involves Ginandjar' own reputation, 
| because the investment project under 
| attack, a US$200 million petrochemi- 
| cals plant, is his premier achievement as 
| BKPM chairman. 
: Ginandjar took the helm of BKPM 
| in February following a 12-month 
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| Barriers to 
| growth 
' Indonesia's development 


. criteria come under fire 


By Lincoln Kaye in Jakarta 


undarnental questions are again 
being raised about the soundness of 
Indone'sia’s industrial base in the face of 
a worsening recession. The protracted 
econornic — is already leading to 
mounting layoffs in the country's bur- 
geoning workforce. A string of protec- 
tionisst trade measures in recent months 
has sparked a storm of criticism in 
academic circles and the press. 
‘he opening salvo in the latest con- 


i Jakarta’s quest for foreign investment 
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plunge in bo T iéstic and foreign in- 
vestments, For&igneinvestment applica- | 
tions fell tó U 


57 million in 1984, 
down front US$2:52 billion in 1983 and 
US$1.29 billion the vear before. 

Most investments in the past fell into 
the — import-substitution category, 
targeted at the immense domestic mar- 
ket. Invariably the locally produced 
goods cost far more than imports, thus 
demanding protection, or they elicited 
an excess of domestic competition be- 
cause local industry could make them 
efficiently. 

Only recently has the government 
made a concerted effort to attract ex- 
port-oriented investment. But the five 
agreements inked in Japan are all im- 
port-substitution projects: the pet- 
rochemicals plant, a US$115.2 million 
car component casting plant, a US$13.5 
million car clutch-making plant, a 
US$10.7 million large diesel-engine 
project, and a US$1.8 million chemical 
manufacturing plant. 

Analyst Toshihiko Kinoshita, of the 
Export-Import Bank of Japan, outlined 
Indonesia’s* key disadvantages in a 
paper delivered at the University of In- 

















Ginandjar: uphill task. 


troversy came from Sumitro Djojohadi- 
kusumo, a former finance and trade 
minister and founder member of the 
New Order government's core cadre of 
foreign-trained economists. In a hard- 
hitting speech at a business school 
graduation ceremony, Sumitro charged 
that unbridled protectionism beggared 
the public both directly and indirectly. 
In the short run, it drains state cof- 
fers and raises consumer prices. Over 
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said, see Indonesia as a high-cost écon 


1 , he 
yn- 
omy beset with poor infrastructure, 
costly transportation, bureaucratic inef- 
ficiencies, and costly but protected local 
materials like steel. Labour’ policy, he 
added, is inflexible both regatditig mini- 
mal use of expatriates and the treatment 
of local workers during periods 6f de- 
pressed markets. KT. TTA 
Kinoshita suggests as many a$ d'third 
of all Japanese investments here’ are in 
the red. Given this situation, Ginandjar 
has an uphill task to attract Jápanese, or 
any other, investors. When he arrived at 
BKPM (while retaining his/S¢emingly 
contradictory role as junior minister for 
the promotion of domestic products), 
he moved quickly against buréaucratic 
barriers to investors. He slashed the ap- 
plication procedures and’ weeded out 
corrupt and incapable buréaucrats at 
BKPM. He also took on the Tack of 
inter-departmental cooperation with 
questionable success. rnt 


he traditional means of luring in- 

vestment, offers of tax-related'incen- 
tives, were eliminated thé'yéár before 
Ginandjar's arrival at BKPM by the 
1984 tax-code revision. Director-Gen- 
eral of Taxes Salamun A.T. afinounced 
waivers early this month for capital im- 
ports by new investors, but Kinoshita 
and others say it is necessary for In- 
donesia to offer long-term tax holidays 
as concrete incentives to investors. 
They also say Indonesia must drop its 
rules against foreign involvement in the 
domestic marketing and distribution 
side of a manufacturing operation. 

On the other hand, Ginandjar's vari- 
ous roles in the government put at his 
disposal market and price-protection 
tools which he can offer investors 
targeting the domestic market. In his ca- 
pacity of junior minister he can influ- 
ence purchases and investment policies 
in other major ministries. He also heads 
committees in the all-powerful state sec- 
retariat which vet major government 


the long run, it subverts and distorts the 
industrial-restructuring exercise’ In- 
donesia must undertake to diversify its 
exports away from the slumping oil 
and natural-gas sector. Technocrats 
sounded this warning as early as spring 
when, on the momentum of a sweeping. 
reform of the notoriously cumbersome ' 
ports and customs system (REVIEW, 25° 
Apr.), they were calling for a com-: 
rehensive revamp of the regulation-' 
ound industrial structure to overcome 
the chronic high costs built into the' 
economy. 
However, the hoped-for changes’ 
have failed to come. And, with the tech- 
nocrats’ standard-bearer, Coordinating’ 
Minister Ali Wardhana, effectively’ 
sidelined by illness since June, the po- 
licy initiative seems to have passed to 
advocates of import-substitution such as 
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suppliers over cheaper foreign rivals. 

In — mese tools, Ginandjar is left 
open to charges that he openly rein- 
forces the inefficiencies and non-com- 
petitiveness of the local economy. In the 
petrochemicals case which hit the media 
in July, P.T. Eslon Jaya, a local manu- 
facturer of polyvinyl chloride (PVC) 
pipe with plans to produce the PVC 
resin itself for the domestic market, 
claims its plans have been stymied by 
unfair government protection of the two 
Japanese joint ventures producing PVC 
resin locally. Both enjoy a virtual mono- 
poly over the market, Eslon Jaya insists, 
selling the PVC at 30% above interna- 
tional prices. 

Eslon Jaya applied in 1981 to build a 
US$65 million PVC resin plant, with 
eyes on a projected demand in the late 
1980s that would far outstrip the capa- 
city of the two Japanese firms. Eslon 
Jaya director Hendra Nagaria says that 
by using imported feedstock from the 
Middle East, his PVC prices would eas- 
ily undercut the Japanese. 

Yet Nagaria's investment applica- 
tion was stalled at BKPM while the gov- 
ernment negotiated the just-approved 
US$200 million Japanese joint venture 
to build a plant producing both PVC 
and its feedstock, — vinylchloride 
monomer (VCM). Nagaria admits 
Eslon Jaya lacks the financial capacity 
for the larger project, but he argues it is 
no reason to cede the PVC market to 
the Japanese as well. 

Ginandjar has a tough choice in the 
case, suggests an American economic 
analyst. He could allow Eslon Jaya's in- 
vestment, offering encouragement to 
both local investors and competitive 
prices to PVC consumers. But the 
trade-off might be the loss of greater 
foreign investment in the upstream 
VCM plant, long à government deve- 
lopment target. Giving the Japanese 
both, though, virtually ensures the en- 
trenchment of another high-cost seg- 
ment of the economy. o 

















































Industries Minister Hartarto, Technol- 
ogy Minister B. J. Habibie, and Invest- 
ment Coordinating Board chairman 
Ginandjar Kartasasmita. Their ascen- 
dancy in recent months has been re- 
flected in such measures as a new round 
of curbs on imports of car parts, exclu- 
sive licensing of plastic-resin manufac- 
turers, and — most gallingly for the 
technocrats — the government bail-out 
of the giant and politically well-con- 
nected Indocement group in the face of 
a worldwide decline in cement prices 
(REVIEW, 25 July). 















S policy mis-steps, Sumitro de- 
clared, sap productivity, stifle initia- 
tive and foster corruption. Protection 
granted by administrative fiat can also 
divert resources away from alternative 
investments that could be more effi- 
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The teway to China 
trade is a hotel in the heart 
of Guangzhou. 


The China Hotel. 


Here, business travellers will 
discover a new standard of 
luxury. From sumptuous 
suites to fabulous feasts. Plus 
round the clock room 
service, and first class com- 
munications and conference 
facilities. 


When business calls outside 
the hotel, our Mercedes 
Benz limousines whisk you 
comfortably around town 
and beyond. 


In short, nothing less than 
princely treatment. 

For the merchant prince of 
today. 
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Managed by New World Hotels intemabonal 

Liu Hua , China. Tel.: 666888 
Telex: CHLGZ CN Cable: 6888 
Reservations: New World Hotels 
Tel.;3-7244622 Telex: 51878 NWHIL HX 


Utell Intemational World-Wide 
Thailand: Roong Travel Service Co. Ud., 
Tel.: 224-3269 Telex: 84004 RONGSAP TH 


For the Merchant Prince of Today. 
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cient, labour-intensive or  export- 
generating. Protectionism has become 
even costlier, Sumitro argued, now that 
itis focused on upstream industries. The 
objective of this policy is to integrate 
vertically the economy and capture for 
Indonesia a greater proportion of the 


added value in each industry's produc- 


tive cycle. But upstream protectionism, 
by raising the costs of industrial inputs, 
has a multiplier effect on final output 
prices that undermines the competitive- 
ness of Indonesian goods abroad and 
lowers real income domestically. 
Indonesia’s protectionist arsenal 
now includes quotas or outright bans on 
certain imports, exclusive import licens- 
ing, domestic production and credit 
subsidies, local procurement require- 
ments for major industrial contracts 
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With such measures, NOlicyihakers 
are far less able to measure or predict 
the costs of protection than they would 
have been with simple tariffs. As a re- 
sult, Sumitro said, non-tariff barriers 
tend to become entrenched and “the 
highest protection is effectively enjoyed 
by the least efficient industries.” More 
than 1,000 commodities are subject to 

rotection, Sumitro claimed. Although 

e named no names, independent 
economists readily supplied a roster of 
protected white-elephant sectors, such 
as cement, steel, car and electronics as- 
sembly, aircraft and shipbuilding. 

If protection is necessary, Sumitro 
argued, far better to extend it explicitly 
through tariffs, according to uniform 
criteria and with specific timetables 


ECONOMIC MONITOR 
Food output on the rise 


f the end of season monsoon 

showers — September-October — 
come at the right time, India’s food- 
ee target of 160 million tonnes 
or fiscal 1985-86 (from 1 April) might 
well be realised. Output in 1984-85 was 
slightly less than the 1983-84 peak of 
151.5 million tonnes. The outlook for 
cash crops is somewhat mixed. Jute 
fared extremely well and the target of 
8.65 million bales may be achieved. 
Cotton sowing has been satisfactory in 
irrigated areas but not in rain-fed tracts. 
Oilseed supply is a matter of concern, 
because of drought in the Saurashtra re- 
gion of Gujarat state, which accounts 
or a third of the country's groundnut 
crop. 

Of immediate concern to the govern- 
ment, however, is the movement in the 
wholesale prices of commodities. The 
wholesale price index for all com- 
modities (base 1970-71=100) rose to 
345.1 at the end of August 1984. It rose 
7% in the first five months of fiscal 1984- 
85, dropped by 2.2% between early 
September and early December, and 
rose again. For 1984-85 as a whole the 
rise was 7.1%. The 1985-86 budget 
seems to be contributing to further price 
rises. The index, which stood at 340.1 
on 16 March (the budget day), rose to 
351.9 on 25 May and 365.3 on 3 August. 
It dropped marginally, for the first time 
in the year, to 364.3 on 10 August, 
largely owing to a fall in food prices. 

Government critics have blamed the 
price rise on the budget proposals (seen 
as inflationary) and related measures, 
which include a rise in railway fares 
and freight tariffs, a sharp increase in 
petroleum prices and administered 

rices for coal and steel. But Finance 
inister Vishwanath Pratap Singh de- 
nied that the budget was responsible for 
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this trend and instead attributed it to a 
"demand-supply" gap. He assured par- 
liament that "inflation will be kept 
within manageable limits." 

Rising prices by themselves would be 
no cause for alarm if other economic in- 
dicators were encouraging. But indus- 
trial production has slowed. The rate of 
industrial growth was only 5.5% in 
1984-85 while the average annual 
growth rate for the 1980-85 sixth-plan 
period was 5.3% against a targeted 8%. 
Only in 1981-82 did it reach 8.6%, re- 
flecting measures to strengthen infra- 
structure. But this was offset by a de- 
cline to 3.9% in the following year. 


Tq 1985-90 seventh-plan has set a 
more realistic target of 7%, but even 
this lower target assumes some infra- 
structural improvements. In the first 
three months (April-June) of the cur- 
rent fiscal year growth averaged 5% 
against 5.6% for the corresponding 
period in 1984-85. Performance could 
ick up during the rest of the year with 
improved availability of electricity, coal 
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> phasing out of special facilities. 

. Hartarto responded to the Sumitro 
broadside in an impromptu press con- 
ference. Official policy was to use tariffs 
as the protectionist instrument of 
choice, he said. Quotas were retained 
only in support of the upstream industry 
promotion policy, and by now covered 
only 50 or 60 commodities. 

Ginandjar denied that protectionism 
alone could be blamed for the high-cost 
economy. 

Raising capital-output ratios, which 
measures the efficiency with which in- 
stalled capital is used, is one of the two 
main targets proposed in the Sumitro 
por: The other target was a drop in 
the "dependency burden" as measured 
by the number of people supported by 
each productive worker. oO 





INDIA 


and oil, and calm industrial relations. 
But the government's liberal policies to 
stimulate investment and produc- 
tion will take time to make an im- 
pact on production. 

It is too early to say if India's 
export target of Rs 117.36 billion 
(US$8.2 billion), projecting a 
3.8% increase over the provi- 
sional 1984-85 figure of Rs 112.97 
billion, can be achieved. The trade 
deficit shrank by nearly Rs 8 bil- 
lion to Rs 51.88 billion in 1984-85, 
the lowest deficit in the sixth-plan 
period. In the final year of the 
plan, exports rose 20.2% against 
an increase of 5.5% in 1983-84. 
Growth of imports was limited to 
around 7% in each of the two 
years. 

Foreign-exchange reserves 
reached a peak of Rs 72.47 billion on 10 
May from Rs 68.17 billion on 31 March 
but there was a sudden drop of Rs 4.58 
billion between 24 May and 30 May and 
a further drop of Rs 1.79 billion in the 
week to 28 June. The decline may mean 
that India has begun repaying the re- 
cord International Monetary Fund loan 
of 5 billion special drawing rights 
(SDRs — US$5.04 billion) it had taken 
in November 1981, but did not utilise in 
full. 

The Paris Club's (comprising West- 
ern creditor governments) Aid-India 
consortium decided in June to raise the 
level of assistance to India from SDR 
3.7 billion last fiscal year to SDR 3.9 bil- 
lion this year, which, in real terms, 
would be virtually unchanged. But, 
given the worldwide deterioration in aid 
and considering that India is no longer 
regarded as a crisis or a problem case, 
New Delhi could not expect more. With 
the promised assistance, India should 
be able to manage its capital-account 
position without much difficulty in 
1985-86. — Mohan Ram 
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YOU WERE THINKING 
OF FINANCING THE OPERATION 
AS USUAL, AND THEN... 


CREDIT LYONNAIS 
SUGGESTED ECU. 


orporate Treasurers are well 
aware of the problem: How do 
you predict the unpredictable? 


Finding a currency that 
fluctuates less than the others 
should certainly help... Such a 
currency exists. Its the ECU, 
and no wonder it is suddenly 
becoming very popular. 


Right from the start, Crédit Lyonnais, a bank 
with over 90 billion dollars in consolidated assets, 
has been a pioneer and leader in this fast develop- 
ing field, so that naturally, its corporate customers 
for ECU business are expanding rapidly. It has also 
managed or co-managed two-thirds of all ECU bond 
issues, made considerable numbers of commercial 
ECU loans and helped set up the ECU Travellers 
Cheque Company. 


If you would like to know how we can help you, 
consult one of our branches worldwide - we have 
offices in 70 countries -or contact our headquarters 
in Paris. We just might have something to suggest. 


e Treasury and Foreign Exchange Department 
© 33 (1) 42.95.70.00 - Telex: 239 926. 


e International Finance Department 
© 33 (1) 42.95.28.59 

Telex: 230 951. 

16, rue du Quatre-Septembre 
75002 Paris. 












AR-INTERMARCO 


IUB Te CHAINE i 
CREDIT LYONNAIS 
THE PARTNER OF YOUR FUTURE, YOUR FUTURE PARTNER. 


Ost 


Where only 
the best equipment will do. 


Whatever the challenge, 
Siemens has the technology 








DID YOUR 

COMPANY 

MAKE THE 
“REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world's premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 














Nixdorf lets < 








he more things a banker can 

do at one time, the better it is — 
for the bank, and the bank’s cus- 
tomers. 

And happy customers bring the 
bank more business. Which, in 
turn, makes iteven more important 
for the banker to get more things 
done. Which is where Nixdorf 
Bankware comes in. 

At Nixdorf, productivity is para- 
mount. So we work very hard at 
creating computer systems to 


self-service terminal 


make bankers more productive foi 
their clients. 

And we have a great deal of ex- 
perience doing business in Asia, 
especially with banks. 

We've found that people like to 
help themselves at banks. (Legally 
of course.) So we've designed 
self-service terminals that make it 
child's play to check balances, 
make deposits and make with- 
drawals. To these, we've added 
multifunction workstations, which 


sanker do many things at once 
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ATS — automatic teller safe 


allow the banker to be free of 
'outine tasks, and concentrate on 
oersonal service, and the jobs that 
'equire special expertise. 

Multifunction workstations pro- 
/ide up-to-the-second infor- 
nation and pertinent data, so jobs 
Jet done faster and better. 

All of these systems are de- 
signed and built to the exacting 
standards that have made Nixdorf 
a legend all over the world. Our 
service, too, is legendary. When 


you need us, we're there. Which 
can be very reassuring, especially 
in an industry filled with com- 
panies who aren't exactly famous 
for keeping their promises. 

We're here. And we're staying 
here. Permanently. 

Nixdorf Computer (S) Pte. Ltd. 
Regional Office Asia Pacific 
3707-01 NOL Building 
456 Alexandra Road 
Singapore, 0511 —, Tel.: 2 74 11 00 
Telex: RS 55700 NIXREG 





Australia, Telephone (02) 4 39 54 77 
Hong Kong, Telephone (05) 20 22 22 
Indonesia, Telephone (021) 51 49 16 
Japan, Telephone (03) 4 40 03 51 
Korea, Telephone (02) 7 35 01 31 
Malaysia, Telephone (03) 66 03 62 
New Zealand, Telephone (09) 39 98 66 
Sri Lanka, Telephone (01) 57 55 45 
Thailand, Telephone (02) 2 35 33 12 


NIXDORF 
COMPUTER 


in manufacturing 


_ synthetic fibres 


The key to our performance and success 
lies in the manufacturing of synthetic 
fibres in our own Swiss plant for 30 years. 
We have accomplished our existing 
processes, discovered new technologies 
and set up effective quality and cost 
controlling systems as well. 


Take the direct spinning process, 
for example: a universal technology 
that saves energy and yields a superior 
quality. 

We license our own and third 
parties' processes. More than 200 pro- 


duction plants are currently operating 
in the five continents. These plants 
supply a major share of the world 
market in polyamide and polyester 


fibres. 


Do you want to manufacture syn- 
thetic fibres, build industrial plants, or 
operate more cost-effectively? If so, we 
are the ideal independent partner 
for you. 


EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 





Licensors — Engineers — Contractors 





EMS-INVENTA AG, CH-7013 Domat/Ems 
Telephone 081/36 01 Il, Telex 74 378 invt. 


DG BANK 1984: 
REFLECTION OF PERFORMANCE 


DG BANK - the central bank, liquid- 
ity manager and international arm of 
West Germany's cooperative banking 
system — continued to pursue its sys- 
lems- and results-oriented corporate 
policy in 1984. 


| DG BANK - The Key Group Figures | 











Business Volume DM 89.3 billion 
Total Assets DM 83.2 billion 
| Deposits DM 46.0 billion 
Own Bonds DM 31.2 billion 
Loans DM 64.7 billion 





Solid Growth: DG BANK business 
volume rose by approximately 8 per- 
cent, netincome by well over 13 percent 
to DM 116.3 million. 

Stronger Base: To expand its equity 
capital base, DG BANK in late 1984 


became the first West German financial 
Institution to issue participating certifi- 
cates, in the amount of DM 350 million 

From netincomeforthe year, DM 50 
million were allocated to reserves. This 
brings the Bank's capital and reserves 
total to more than DM 1.8 billion. 

Long-term Orientation: |n lending 
business, long-term financing was 
increasingly in demand by clients. 

Export Financing: Lending to 
clients abroad again focused on financ- 
ing German exports. In international 
commercial transactions a substantial 
increase was recorded. DG BANK 
bases in the world's major financial cen- 
ters managed to further consolidate their 
market position. 





Active on Capital Markets: During 
the year under review, DG BANK placed 
own bonds totalling DM 2.8 billion. Trad- 
ing in both equities and bonds was 
extremely brisk, particularly with insti- 
tutional investors. Also appreciably 
strengthened were our securities under- 
writing activities. 

Head Office: DG BANK, P. O. Box 
100651, Wiesenhuettenstrasse 10, 
D-6000 Frankfurt am Main 1, Federal 
Republic of Germany, Telephone: (69) 
26 80-1, Telex: 4 12 291. 

We are represented in: Hong Kong, 
Singapore, Tokyo, Kuala Lumpur. 





Deutsche Genossenschatftsbank 


THE BROADLY BASED BANK 


aman 
vil 
git, 
| Mus HEP E gl 
| jiliin mm 
mn — amr ii 


"ai ji 





"f 


sS 








ck = " , 


We 
iss we * 
sia, TTE 


ung 
E sli i ned 
1 I 


ow Yamaichi Makes 
our Funds Work 
ven Harder. _ 







T aiiai 


"TTILE 


I 
AU 


AEN 
ae i 


| 
us il aS " 


Ih Mf ma | itl 3* tiii (uti * 










WRU- aum 





quim. T wnt ws 
t MIY H tiet 


D tll ) 

Imus uu 1 

WU uM m e ii 
* 


Y m "htm li ii 


DUM 


eM 
>=, 


" OR 









T i BRI 

fes gr — 
M dal ih wilh 

‘a LO * * 





Introducing Yamaichi's New Automatic Cash Management System 





Effectiveness in the fast-changing 
Japanese securities market requires not 
only timely investments but also 
prudent management of temporary 
surplus yen funds. 

Only Yamaichi, one of Japans leading 
securities firms, offers a sophisticated 
new Automatic Cash Management 
System (ACS) service that lets you 
preserve high yields and respond to 
market changes with greater flexibility. 


With Yamaichi International 
(Nederland) N.V., 

Your Funds Earn Higher Yields. 
With Yamaichi's ACS service, sales 
proceeds from your securities are 
automatically deposited at Yamaichi 
International (Nederland) N V. (YIN), in an 
ACS account earning a high yield of 
the LIBID Rate less 0.375%. YIN, as a 
member of the Yamaichi Group, under- 
takes lending and money dealing 
activities with full banking status under 
Dutch law. 


An Automatic Clearing System 
Smooths Transactions 

Now you can leave all the perplexing 
details to Yamaichi. Our unique ACS 
service integrates securities and 
banking operations as never before to 
eliminate troublesome procedures in 
transfering securities and funds. So 
settlements on all sales and purchases 
are handled smoothly and automatically 
for higher yields. 


Name 
Company Name 
Address 


Yamaichi International (H.K.) Limited 


Tel: 5-248014 Telex: 73747 


go pm 


Room 1211-1220, Hutchison House, Central, Hong Kong 


Forward-Looking Cash Management 
Information Service 

Yamaichi also gives you timely access 
to information for improved planning and 
management, including monthly state- 
ments for all your ACS accounts, con- 
firmation for securities transactions, and 
cash flow data detailing the future 
balance of your ACS account. 

For full details, just call your nearest 
Yamaichi office or fill in the slip below. 


Please provide further information about how your Automatic Cash Management System 
(ACS) service can make my funds work harder. 


Telephone 


YAMAICHI 


YAMAICHI SECURITIES CO., LTD. 








Head Office: 4-1, Yaesu 2-chome, Chuo-ku, Tokyo 100, Japan Tel: 03-276-3181 Telex: J22505 Yamaichi International pre N.V.: Tel: 020-242456 Telex: 15772 


Singapore Office: Tel. 2250688 Telex:RS22571 Seoul Office: Tel: 776-2230 Telex: K26651 Beijing Of 


ice: Tel: 5-248014 Telex: 73747 


New York, Los Angeles, Chicago, Montreal, London, Zurich, Geneva, Frankfurt/Main, Paris, Bahrain, Sydney 


———— 


BIG JET FEEDER 


Today's big jets mean big numbers of passengers. 
Not all these passengers set out from the large cities, 
many rely on local air services to feed them to the 
jets. Around the world the 36 seat Shorts 360 is 
increasingly recognised as the most comfortable and 
cost effective aircraft to perform this vital airline 
role. In Asia alone, airlines in Thailand, Malaysia 
and China are using the Shorts 360 to help keep the 
jets full. 


So if your airline has big jets — think small. 


Boeing 747 
450 passengers 
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Airbus A310 
265 passengers 


McDonnell Douglas 
MD80 
172 passengers 


Boeing 737 
130 passengers 


Shorts 360 


SHORT BROTHERS PLC Far East Regional Office 
2nd FI., Elizabeth House, 250 Gloucester Road, Causeway Bay, Hong Kong. 
Telephone 5-752918 Telex 89146 SBPLC HX 





















If you're big in the business 
efficiency business, sooner or later 
you'll be taking orders from — 
the readers of The Review. aan Vaikas 

Because in Asia over 
half the people 
involved in the 
purchase of all 
office equipment 
and computer products 
regularly read The Review. 

When you consider that a full 
96% of our audience is in business, 
government, and the professions, that six 
in every ten in business are on the board, ana 
that nine out of ten in government are senior officials, 
you'll realise The Review is a singularly proficient medium. 
ee dozen of the biggest names in office 
oroductivity are profiting from a place 
among our pages. 

If you want your advertising to go straight 
to the top, talk through The Review. 

We've got friends in all the right places. 
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TRY A LITTLE HELP FROM A FRIEND 








t Epson, we think a good personal computer is one And while others may offer you sophisticated 
A that you can turn to even in the most unlikely features and capabilities, we offer these same features 
situations. And you should be able to consult it not in computers that you can take anywhere. 
just for big, important decisions, but for something as In other words, Epson products are designed to be 
playful as a fun game of chess big on features but small in size. Which is why you'll 
The difference is that we | find just the right combination of performance, easy 


never lose sight of what is 






operation and cost efficiency in every personal 
essential and what is not. Sure, "a computer, printer or any other product from Epson. 
we're as technologically Checkmate? Try a little help from your Epson. 
competitive as everybody else. SS", It may be all you need to win. 
But we don't stop there. pee 

Others may try to impress you with fancy 
frills. We strive for simplicity instead, and 
concentrate on creating products that 
respond and relate to you in a direct 
and dependable way. 
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HOTEL IN PERFECT HARMONY. 


i 


Relax in the impressive lobby of the Shangri-La, Kuala Lumpur 
and you'll be soothed by the sounds of our resident string quartet. 
But the harmony doesn’t end there. Throughout your stay with 
us you'll experience a service finely tuned to your every need, 
with superbly appointed rooms, four specialty restaurants, and 
even a fully-equipped health club. 

In Kuala Lumpur, where else but the Shangri-La could bring such 
music to your ears. 


IN KUALA LUMPUR WHERE ELSE BUT THE SHANGRI-LA 
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KUALA LUMPUR 
A SHANGRI-LA INTERNATIONAL HOTEL 











Shangri-La Hotel, 11 Jalan Sultan Ismail, Kuala Lumpur 04-01, Malaysia. Tel: (03)222 388. Telex: MA 30021. 


Or Shangri-La International: * Hong Kong (5)242 367 ¢ Singapore 338 3300 * Australia Std free (008)222 448 * London (01)581 4217 
* Tokyo (03)667 7744 * USA & Canada (800)457 5050 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok (1986), Shangri-La Beijing (1987) FEER 149 








The crunch has come for trade-oriented NICs 





By Philip Bowring in Hongkong 


he paragons of development, East 

Asia’s newly industrialising coun- 
tries or NICs, are in trouble. For the 
first time since the term "NIC" was 
coined, all four in the region — South 
Korea, Taiwan, Hongkong and Singa- 
pore — are showing export perform- 
ances this year which are lagging sig- 
nificantly behind the rate of growth of 
world trade. This is serious. Their suc- 
cess has been based on their export- 
oriented strategies, which have seen 
their exports grow at roughly twice the 
rate of world trade in the past 20 years 
and enabled domestic demand to show a 
similarly dynamic trend without impos- 
ing balance-of-payments stresses, 

It may be that their various mis- 
fortunes this year are just an un- 
happy coincidence. Possibly they are 
just a short-term reaction to pheno- 
menally rapid growth in manufactured 
exports in the preceding two years. 
But the NICs probably should be 
worried. The export setback has come 
before the introduction of 
the draconian new protec- 
tionist measures threatened in 
their principal market; and 
before the US trade deficit has 
begun to show a hint of the 
shrinkage that must come 
sooner or later, one way or 
another. 

So far only Singapore has 
publicly acknowledged that 
really difficult times may be 
imminent. And its problem, 
several of which are linked to 
the collapse of the oil boom, 
are not wholly typical of the 
group. 

The Asian NICs appear, at least tem- 
porarily, to have been losing global 
market share despite their continuing 
progress in upgrading their industries. 
Why? In the first place, export weak- 
ness was put down mainly to the unex- 
pectedly sudden fall-off in US growth in 
the first half of 1985. But closer exami- 
nation suggests this is an excuse, not à 
reason. Import demand in the US has 
continued to grow, albeit at a much-re- 
duced pace. But the beneficiaries have 
largely been Japan, Europe and Latin 
America. 

To some extent this relative failure 
may be attributable to loss of-competi- 
tiveness due to currency factors. The 
currencies of all four have been largely 
pegged to the unnaturally strong US 
dollar so they have lost out to import 
competition in the US. Meanwhile, they 
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Export-led slowdown 


have been losing their price edge in 
Europe as seen by feeble performance 
in the most open EEC markets, West 
Germany and Britain. To some extent, 
dollar strength may also have hidden 
growth in volume. 

Currency-related problems could 
well prove short term either because the 
US dollar falls or governments pro- 
mote effective devaluation against it. 
Equally, some problems relate directly 
to the cooling off of the electronics 
boom which should not in the longer run 
affect its position as a growth industry. 
But separating out short-term factors 
does not remove the structural prob- 
lems that NICs must overcome if they 
are to return to export-led growth. 

Some of the underlying causes of 
NIC export success may have waned. 
First, the US, however open its markets 
remain, cannot continue to be a source 
of significant growth. There is little 
positive — beyond improving access for 
commodities and financial-services — 


























j 
only reduced buying power in Opec and 2 
other commodity-dependent countries. | 
It has prompted some developing coun- - 
tries — such as Malaysia — which were — 
already making progress towards indus- - 
trialisation, deliberately to seek greater 
industrial self-sufficiency. Whatever th 
"Look East" or similar rhetoric which 
accompanies such policies, in practice | 
they are damaging to the NICs while 
neutral to the Western industrialised 
countries. They are also beneficial to 
Japan which has strengthened its posi- 
tion as supplier of capital goods and ir 
termediate products while depriving: 
South Korea and Taiwan of new mar- 
kets, for example, for their cars. Simi- 
larly, South Korean and Taiwan self- 
sufficiency goals and restrictions on. 
non-essential imports have retarded 
commodity export trade with Asia. — 


n the longer run the growth of popan | 
ty in Southeast Asia will rub off on | 
the Asian NICs which have already at- 
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that the NICs can do to improve the US 
trade situation. Opening up markets for 
consumer and intermediate goods 
would benefit non-US suppliers. 

Second is the situation of oil export- 
ers and other East Asian developing 
countries. In the past three years, the 
terms of trade and current-account bal- 
ances of the Asian NICs have improved 
dramatically. Oil is the obvious major 
contributor to this, but metals and 
foodstuffs have played an important 
Jart, too. But this may be a pyrrhic gain. 

he 1970s showed that however well the 
NICs did in the old rich countries, they 
did even better in the new rich ones of 
the Gulf, or Southeast Asia. 

Wealth transfers elsewhere in the de- 
veloping world gave the NICs chances 
of large and open new markets. But the 
collapse of commodity prices has not 
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tained degrees of sophistication which 
Southeast Asia will want to use, rather 
than match. But there are medium-term 
problems which make it casier said than 
done for the NICs to diversify away 
from Western markets. As well as mar- 
ket problems, NICs may increasingly _ 
face technology problems. These may — 
take the form of restrictions on technol- — 
ogy transfer, production changes which 
make labour cost less important, or the | 
transfer of market share from Western |. 
to Japanese companies, not forgetting — 
old-fashioned protectionism. Europe - 
offers few major opportunities due to | 
slow growth in demand and its increas- — 
ingly protectionist tendencies. And 
growth in demand in the West in general 
is increasingly being concentrated in the 
non-traded goods sector. ‘= 
Finally there is the last great factor in 
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| at least is having to bear the burden of 
| the high real cost of foreign capital — 
| which is unlikely to change soon. 
— In theory Japan should be able to fill 
| any gaps left by the change in the NICs 
J opportunities in Western markets, and 
| the US in particular. It has oodles of 
— capital and technology. The problem is 
| that Japan's market remains effectively 
| closed to many East Asian goods, inter- 
| mediate as well as finished, and US 
| pressures on Japan for "market open- 
Im To. 99 
ing" measures could make matters 
| worse for NICs with no bargaining 
wer. The Japanese efforts to get 
_ South Korea and Taiwan (and China 
| and Pakistan) voluntarily to restrain 
textiles exports is the most immediate 
| case in point (REVIEW, 12 Sept.). Un- 
less growth in sales to Japan can 
ü ope those lost in the Western 
-. OECD countries, and growth in sales to 
— developing Asia revive, the outlook for 
| the NICs seems less than bright. 
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d 
| af is not all gloom. China trade, 
. Wthough it is experiencing a hiccup, 
= should remain a major source of 
| growth. And looking at the individual 
| countries, Singapore's size should en- 
. able it to find niches, particularly in ser- 
. vices. Hongkong is best placed to bene- 
| fit from the China market; Taiwan re- 
mains as balanced and conservative an 
| economy as one can find, and South 
| Korea's industrial base is now so broad 
as to be self-sustaining. All are still on 
! npe technological learning curves, and 
. all have the education, manpower and 
social ingredients of upward mobility. 
| All the NICs, particularly Taiwan, 
| have an ability to give some boost to 
| domestic demand without quickly run- 
| ning into inflation or balance-of-pay- 
| ments problems. Domestic demand 
| may not grow as buoyantly as during the 
| 1960s and 1970s when dramatic urbani- 
| sation made possible by rural productiv- 
| ity growth took place. But potential for 
stimulation is there. Not everyone can 
enjoy export-led growth. Domestic de- 
mand will not itself bring back double- 
digit growth. Those days are probably 
gone anyway. Labour-force growth and 
| drift from the land due to the success of 
| family planning is slowing. In a way that 
| makes today's problems easier to 
handle. There is not the same intense 
pressure for job creation that there used 
to be. But the total of these changes is 
that circumstances for the NICs are 
changing. The signs all point in the same 
direction: no slump but much slower 
growth for several years to come. D 
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on a greasy pole 


By Paul Ensor and Anthony Rowley 


or two of Asia's star economic per- 

formers, 1985 is turning out to be a 
year of doubt. South Korea and 
Taiwan, whose economies burst out of 
the recession of the early 1980s in 1983, 
fuelled mainly by a dramatic upswing for 
their exports in the US, are now coping 
with slower export growth and actual 
declines in some areas. Exports are a 
matter of survival for both countries, ac- 
counting for around a half of their 
(slowing) economies. Growth projec- 
tions, set at the beginning of the year, 
will not be reached. and there are no 
clear signs of revival abroad. 

Government officials and business- 
men in Seoul and Taipei are talking of 
slower growth rates for several years to 
come, while the protectionist argu- 
ments in Washington appear to be gain- 
ing political ground. The collapse of 
South Korea’s sixth-largest “chaebol,” 
the Kukje group, anda financial scandal 
of unprecedented proportions in 
Taiwan (over the Cathay group) have 
cast long shadows over both economies, 
and contributed to the belief among 
many that internal structural problems, 
as well as external factors are partly re- 
sponsible for the slowdown in exports. 

Of the four Asian NICs, South 
Korea is the highest stakes gambler. It 
has financed 15 years average real an- 
nual growth in GNP of 7.75% since 1970 
by a dramatic build-up in foreign debt, 
to the point where it is now the world's 
fouth-largest debtor nation. It is this 
US$43 billion or so of external borrow- 
ing, of which some 35% is short term, 
which limits South Korea's freedom of 
manoeuvre compared with relatively 
unborrowed Taiwan. The Seoul govern- 
ment cannot allow its current policy of 
steady depreciation of the won (to re- 
tain export competitiveness) to go too 
far without risking an increase in the 
debt-service burden (already very high 
if the short term component of debt is 
included) as well as a rise in inflation. 
Yet exports must be boosted if the cur- 
rent-account deficits, and thus future 
(deficit-financing borrowing), are to be 
held in check. 

Korea cannot turn its back on its ex- 
port strategy. But it does need to shift 
the ——— of that strategy. It needs to 
diversify both markets and products. 
The US currently accounts for around 
37% of South Korea's exports though 
lets in Asia (including China) and 
beyond — in certain Latin American 
countries for example. And, the weight- 
ing of the currency basket appears re- 
cently to have been aimed at achieving 
some depreciation of the won against 


efforts are d made to find new out- 








European currencies as well as the US 
dollar, to help sell more in Europe. The 
World Bank is pushing Seoul mean- 
while to diversify the 10 products lines 
which currently make up 70% of its ex- 
ports, and to emphasise consumer 
goods more. The bank has also noted a 
"slip toward protectionism" in South 
Korea itself — higher tariffs and items 
being added to quota lists — and is press- 
ing for their removal to further boost 
South Korea's export competitiveness. 
Even so, the economy must slow 
down it seems. Public spending (includ- 
ing construction in advance of the Asian 
and Olympic games) will rise, as will 
agricultural output though not enough 
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Taiwanese footwear: vulnerable. 


to prevent real GNP growth falling from. 
7.6% in 1984 to around 6% this year and 
even lower in 1986, according to 
stockbrokers Phillips & Drew. The 
slowdown in Taiwan's growth will be 
even more dramatic according to the 
same analysts. Real GNP growth there 
is forecast to fall to around 7% this year 
and 6% next year compared with 10.9% 
in 1984 and an average 7.5% over the 
past 10 years. 


TM is resorting to fiscal reflation 
through 14 major capital projects but 
the deciding factor is a dramatic slow- 
down in industrial production (to an an- 
nual rate now of some 4% against 23% 
last year) as US demand and world 
trade growth slows. Just over 40% of 
Taiwan's manufacturing output is ex- 
ported and 48% of exports go to the US 
market. Taiwan's overall export growth 
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quarter of this year after growing at a 
heady 34% rate in the corresponding 
period of last year. Taiwan has to come 
to terms with this, especially as the NT 
dollar has been appreciating for some 
time, even against the US dollar. But, 
with outstanding borrowings of around 
US$12 billion, Taiwan does not have 
South Korea’s debt problem. In fact its 
foreign-exchange reserves have shot up 
from US$1.5 billion in 1979 to nearer 
US$18 billion now, on the back of several 
years of trade surpluses, which reached 
around US$8 billion last year. This gave 
an overall current-account surplus of 
US$6.9 billion, which should be roughly 
unchanged this year. Although its popula- 
tion of around 20 million is roughly only 
half South Korea's, appearing to limit 
the scope for domestic-led growth, it 
can live easier; within its means even 
while earning less. 

Neither country seems able to hold 
down its imports from Japan, which are 
largely made up of the capital 
goods from which the finished 
goods, exported to the US, are 
manufactured. Thus, in a sense 
South Korea and Taiwan have 
been unwilling players in the 
deepening US-Japanese trade 
conflict: by further exacerbating 
the US trade deficit with their 
exports, and adding to the Japan- 
ese trade surplus with their im- 
ports. 

South Korea has responded to 
the downturn in trade with a 
host of measures to boost exports 
and the local economy, both of 
which have slowed down faster 
than Taiwan’s. Taipei's response 
to the country’s economic slow- 
— down has been much slower. 

In both countries, the export 
slowdown which began late last 
year and has continued through 
1985 so far has been evenly 
spread over many different sec- 
tors, according to trade figures 
for the first seven months. South 
Korea's overall balance-of-payments 
deficit widened to US$1.63 billion in the 
first seven months of this year, com- 
pared with US$1.33 billion in the com- 
parable period of 1984. Particularly 
marked has been the fall in overseas de- 
mand for light industrial goods, such as 
textiles, footwear, plywood and wood 
products, and electronics. At the same 
time, demand for heavy industrial 
goods such as ships, and iron and 
steel products has also slowed. Two 
bright spots in both countries have 
been exports of machinery and chemi- 
cals. 

The US is the centre of both coun- 
tries’ export concerns, and the news 
coming across the Pacific is hardly 
promising at this stage. In the first seven 
months, exports to the US were down 
2% for each country. The consumer 
spending spree in the US, which sucked 
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down. Meanwhile, protectionist senti- 
ment in Washington has reached such a 

itch that à number of measures pend- 
ing in the US Congress, notably the Jen- 
kins Bill on textiles which could cut tex- 
tiles exports from both countries by à 
third (REVIEW, 12 Sept.), and talk of a 
blanket surcharge on imports loom as 
strong possibilities in the future. 


s two of the largest recipients of the 

US' Generalised System of Prefer- 
ences (GSP) programme, both are await- 
ing the results of a continuing study in 
Washington to determine whether or 
not they should be “graduated” and lose 
their privileges. US officials have said that 
decisions will be made partly in light of 
how much GSP recipients have opened 
their own markets to US goods and ser- 
vices. A recent visit to both countries 
by a congressional group led by Sen. 
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Robert Dole, who firmly told both 
governments they had better do more 


to open their market, was a fur- 
ther reminder of Washington's impati- 
ence. 

Over the past few years, a growing 
number of academic and government 
economists in Seoul and Taipei have 
been advocating import liberalisation as 
a means of making their economies 
more open, as well as satisfying an in- 
creasingly impatient US. Both countries 
have scheduled import liberalisation 
programmes to come into effect over 
the next five years. While foreign busi- 
nessmen and diplomats do not doubt 
the sincerity of the liberalisers, they 
have seen few real changes since the 
liberalisation programmes started two 
years ago. 

Tsiang Suo-chieh, president of the 


Chung-hua Institution for Economic 
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g proponent of liberalisation in 
Taiwan. He complains that years of con: 
trols and restrictions have left many 
without the ability to judge what is and — 
what is not “free trade”; years of protec- 
tion have left Taiwan's textiles industry | 
over-protected, with prices higher on | 
the domestic market than abroad. “This — 
is dumping pure and simple," he says, — 
"but the government does no know it 
until the Ameriean politicians come and 
tell them." Some businessmen agree — 
despite the fall in footwear exports, 
Martin Lee, managing director of the 
Taiwan Footwear Manufacturer's As 
sociation, would like to see import 
duties on footwear cut from 35% te 
around 10%, “to increase our competi- 
tiveness, and make us less vulnerable to 
pressure from the US." m 

According to Tsiang, the main obsta 
cle to liberalisation is Taiwan's slow- 
moving and strongly conservative 
bureaucracy. South Korean liberals 
face similar problems, but the 
challange there may be greater 
because of the continual ups and. 
downs of the South Korean econ 
omy which can further stir con- 
flicts within the bureaucracy. As 
one official mused: "We go 
from one extreme to the other, 
like a pendulum, this is a prob- 
lem in our national psychol- 
ogy.” . 

Liberal technocrats within t e 
government have lost some of 
their influence with the slacken- 
ing of the South Korean econom 
in the first half. Shortly before hi 
departure for the US for trade 
consultations in spring, Kim 
Kihwan, a leading liberal who 
holds a vice-ministerial post in 
the Economic Planning Boa 
and is one of the country's main 
trade negotiators, faced a bar- 
rage of criticism during a cabinet 
meeting on the pace of import - 
liberalisation. This incident has. 
been leaked to the press, which 
has grown increasingly critical of liberal 
economic policies in recent months, fre- - 
quently calling for the resignation of 
leading liberals, including Deputy 
Prinie Minister and Economic Planning. 
Minister Shin Byong Hyun and Finance — 
Minister Kim Mahn Je. 4 
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nother method of heading off pro- 

tectionist action in the US and 
other markets is foreign investments in 
manufacturing. peering togovernment — 
figures, Taiwanese firms have invested 
US$190 million in overseas facilities; 
Tatung has two plants in the US and one 
in Britain producing colour TV sets, and | 
reportedly plans to open another in Ire- Å 
land. Sampo Corp. has one in the US. | 
Formosa Plastics Co. has two plants in 
the US producing a range of plastic |. 
items. Recently, the Taiwan Govern- | 
ment simplified regulations surround- 
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| vested US$78 million in production 
| facilities, including two colour TV 
. plants owned by Goldstar Co. and two 
_ plants (producing colour TV sets and 
microwave ovens) owned by Samsung 
. Electronics Co. in Portugal and the US. 
. Recently, Hyundai Motors announced 
its plans to build a car assembly plant in 
Canada, which is scheduled to start op- 
erations in 1988. 
.. Brookings Institute trade specialist 
Lawrence Krause on a visit to Seoul 
from Washington said of the recent 
: owdown in exports to the US: *You 


















in expect more of the same for the next 
several years." Krause expects a major 
realignment of currencies in the next 
year or so, with a dramatic fall in US 
dollar values against the yen. Strong US 
dollar values helped exports from both 
countries to the US though conservative 
policymakers in Seoul and Taipei did 
not let their currencies slide against the 
US unit as quickly as against European 
"currencies partly because of the lively 
demand for their exports in the US. 
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Bg ongkong is approaching a tunnel, 
= M BE but most passengers are still enjoy- 
| ing the view from the side. So far the ter- 
 ritory has shrugged off domestic export 
- figures for the first half of 1985 which 
. have been worse than the 1982 recession 
J year. The general assumption has been 
that this is a temporary hiccup before 
US demand re-gathers its strength and 
inventories are rebuilt. 
_ The complacency may be under- 
 standable as most other economic indi- 
| cators remain favourable. Unemploy- 
ment is at historically low levels, real 
wages have, at least until recently, been 
- rising, entrepôt trade and tourism are 
| booming, inflation and interest rates 
| generally falling, government finances 
| improving and the current account 
| looking healthy. 
i ... The net result is likely to be growth 
| this year of 3-4% against a February 
| budget forecast of 7%. Considering the 
| trade dite bend that is satisfactory 
{ 
4 


up, next year may well be no better. Is 
this then the pattern for the future: 
| os domestic product growth of half or 

| tess the rate of the past quarter century? 
Some obvious reasons can be found 
for the recent poor performance: the 
strong US dollar-linked currency, the 
— | weakness of consumer electronics sales, 
. | increased protection by foreign markets 


; enough, but, unless there is a trade pick- 
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the end of August this year, the won had 
dropped 34% against the US dollar, and 
the NT$ 12.3%, compared to drops of 
17.8% for the yen, 43.6% for the 
Deutschemark, and 71.3% for sterling. 


T5 NT$ slide has not and will prob- 
ably not be as dramatic as that of the 
won. The NT$ has historically always 
wavered around NT$40:US$1, reflect- 
ing Taipeis strict anti-inflationary 
policies. Officials in Taipei say that the 
unit will not be allowed to drift much 
further beyond its current all-time low 
of NT$40.35:US$1. Taiwan's large 
surplus, particularly with the US, also 
makes a further weakening difficult, 
pp ee 

ecause both countries have allowed 
their currencies to float upwards (along 
with the US dollar) against European 
currencies, they have suffered slow- 
downs in exports to Europe, and the de- 
cision to let both fall was largely aimed 
at reducing the disequilibrium between 
their currencies and those in Europe. 
Taiwan's exports have done particularly 
badly in Europe, and the Taiwanese 


ngkong's problems 
masked by prosperity 
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on some items. More speculatively, 
there may be the lagged effects of politi- 
cal uncertainties on new manufacturing 
initiatives. But analysts are still left a lit- 
tle baffled by the sudden nature of the 
trade problems and are beginning to 
look to structural weaknesses and 
changes in the global environment. 

Most obvious is the increased depen- 
dence on exports to the US since 1980. 
In money terms, this dwarfs the huge 
percentage increase in sales to China 
over the same period. Exports to old 
markets in Europe have done poorly, 
which may not be surprising. But 
equally weak have been sales to the 
"rest of the world" — mainly develop- 
ing Asia and Opec. Sales to Japan have 
grown fairly noa but from a low base 
— they are still only slightly more than 
to Canada. 

Similarly, the product has shown lit- 
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arising from the Europeans' decision to 
recognise China and  derecognise 


Taiwan. Jesse Chow, vice-president of 


Carnival Textile Industrial Corp. says 
that 99% of his company's exports are 
now going to the US, but three years 
ago, 35-40% of overseas sales were in 
Europe. Visa regulations make it more 
difficult for his salesmen to travel 
around Europe than is the case for other 
Asians such as South Koreans. 

When it comes to dealing with Euro- 
pean governments on trade issues, “we 
have much less bargaining power than 
other countries due to political prob- 
lems," says Su Han-ming. vice-president 
and chief economist of the International 
Commerical Bank of China. Su is also 
concerned that other Asian textiles ex- 
porters may be gaining ground on 
Taiwan because they have access to raw 
cotton from China, which is signific- 
antly cheaper than the cotton 
Taiwanese producers buy from the US 
and Pakistan. 

Observers in both countries are di- 
vided on how much of the slowdown in 
exports can be blamed on cyclical 
changes. South Korea has been hit by 
the massive downturn in the shipbuild- 
ing industry worldwide, and its troubles 


tle change. Garments and textiles still 
comprise 40% of exports as they did five 
years ago. Electronics have boomed but 
at the expense of non-textile items. The 
raw figures of course disguise increases 
in value added and techno- 
logical progress. Industry 
ihas not been stagnant. But 
while retaining its unmatch- 


mediate-goods making in- 
dustries make it especially 
vulnerable to trade wars. 

The China trade is of 
course a major compensat- 
ory factor. But in the short 
term there could be shocks. In the first 
half of this year re-exports to China rose 
a dramatic 140% over the comparable 
period in 1984. However re-exports 
from China rose only 18% and retained 
imports fell. The situation is ripe for a 
sharp correction. 

Other service sectors may be set for 
steadier growth. For several years the 
service sector (external as well as 
domestic) has been growing much faster 
than manufacturing, which now ac- 
counts for 22% of GDP compared with 
26% a decade ago. This is as it should 
be. Service industries are less volatile 
and often better able to offer suitable 
employment to an increasingly edu- 
cated workforce. And Hongkong has a 
particularly good opportunity to pro- 
vide hi-tech services ranging from 
medicine to aircraft maintenance to 
computers for China — just as 
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ed adaptability, Hongkong’s . 
specialisation in consumer - 
products and lack of inter- - 








significant upturns are not expected be- | la 


| fore the end of the decade. Similarly, 





and semiconductor markets, which are 
biting into sales of South Korean and 
Taiwanese electronics goods abroad is 
certainly cyclical, but given the enorm- 

| ous scope for technological change and 

| market growth in this area, the time- 
scale is probably shorter. 

Along with slower exports has been a 
marked slackening of domestic econo- 
mic activity: in both. countries. In 
Taiwan, fixed capital formation in the 
first half of the year was down 6.25% 
from the same period last year, GNP 
growth was up only 5.72%, and the 
stockmarket is. in the doldrums. The 
government has said the economy will 
not reach this year’s growth target of 
7.5%. In South Korea, conditions are 
no better: investments in the first half 
of the year were a mere 1.8% above 
levels a year before, and GNP growth in 


the first half was 3.2%; Seoul has cut its - 


growth projection down to 5-676. The 
economy must grow by 6% to employ 
the country's fast-growing labour force, 








Singapore does for Southeast t 





encouraging. Commercial services may 
have seen the end of the China boom 
and the financial sector, though. still 
gaining at the expense of Singapore and 
Bahrain, is noticing the slower pace of 
international lending and the ranen 
rising importance of Tokyo. 


| 
T here also are dangers in over-reliance 
on the China route to prosperi- 
ity. Hongkong has prospered by plug- 
ging itself into the economies of richer 
nations, particularly those of the West, 





selling goods to them and providing a 
service base for them. Japan still shows 
little sign of emulating what have, by 
historical standards, been very open 
markets in the West, particularly the 
US. And selling goods and services to a 
poor country, however large, may not 
be much consolation in the longer term. 
Politically, closer integration with 
China is inevitable. But if the interna- 
tional climate is unfavourable, Hong- 
kong will turn more to China business, 
which will keep Hongkong employed 
but severely crimp its hopes of con- 
tinued rapid improvement in living 
standards. 

All in all, the external sector is not 
looking promising. And it could turn 
downright bad if the US applies the 
screws. There is not much that can be 
done in such a small economy to offset 
external problems, but there are some 
things. Four years of deficit following 
four years of “money no object” spend- 
ing have mace the government Oreka 












the slump in the US personal computer . 


Asia. 
But the shorter-term outlook is not 





swept across the country in the pasti two 
years. 


he Taiwan Government's response 

to the economic slowdown has been 
muted. In May, Prime Minister. Yu 
Kuo-hwa appointed the Economic Re- 
form Committee (ERC) to ponder the 
island's economic woes, but few see this 
as much more than a gesture to placate 
criticism. (REVIEW, 25 July). A major 
series of infrastructural projects which 
the government has been delaying are 
now being offered as one method of in- 
jecting some life into the economy. 
Commonly referred to as the "14 pro- 
jects” they include a new subway system 
for Taipei, a new long-distance highway, 
and a. new nuclear power plant. Tsiang, 
who is a member of the three-man ERC, 


is sceptical of progress so far on these 


projects — he says that due to bureauc- 
ratic problems, work on them cannot 
begin until late next year. "It's just this 
kind of slowness that contributes to the 
sense of helplessness,” he complains. 
Hardly a week goes by without an 
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ingly reluctant to assume any macro- 
economic role. 

The budget is now about back in bal- 
ance; meanwhile, public-sector capital 
spending is falling because of govern- 
ment cutbacks and completion of major 
railway projects. At the same time, con- 
sumer demand is weak, savings high and 
the balance of payments showing almost 
unprecedented strength, with terms of 
trade improving by a dramatic 6% in the 


first half of 1985 compared with the cor- - 
responding period of 1984 and service | 


earnings more than making up for ex- 


port weakness. Hongkong is probably - 


running a current-account surplus of 
around US$2 billion at present. 
Although this situation has given 
some stimulus to private construction, a 
bigger impact has been to increase capi- 


* loosened and the g govern ment is: 





ing the size of state-sponsored im 
ment funds to funnel cash into fa 
investments. A supplementary bud 
of Won 257.2 billion (US$289 mill 
has been announced, 80% of which 
be spent on infrastructural projects. 
The South Koreans have a large 
market to draw upon, and reflation 
using this second engine of growth, is 
more feasible there than in Taiwat 
However, it is also more necessary i 
the short term because of the country 
poor external situation, on top of à 
more volatile political situation. % 
home. Taiwan's trade surpluses at 
cushion on which the country’s cons 
vative economic policies can sit for 
short run, though many feel they : 
short of long-term visions for an € 
omy in transition to a period of 
growth. The surpluses are also a: 
cal issue. with the US, making ai 
ward float of the NT$ difficult. An 
port for — of the kind that S 
applving is likely to invite criticism | 
Washington. 
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tal export. This may be partly po 
But it is really an indirect effe: 
pegging of the Hongkong dolla 
US dollar, producing low intere 
and a deflationary environment. 
though in the short term, local ma: 
may be overburdened with Mass Tr 
Railway Corp. and Kowloon-C 
Railway Corp. long-term refinancit 
sues, looking ahead, if domestic 
mand continues to falter there ma 
scope for the government to mo 
liquidity with its own issues and us 
proceeds to stimulate investment 
the very least, it should abjure usin 
public sector for deflationary pur 
at a time when other economic st 
are weak. s 
Financial Secretary Sir John Br 
ridge might also do "well to consi 
whether two other interest-rate con: 
erations might do wonders for domest 
demand. First, he could repeg a 
Hongkong dollar to bring in a low i 
terest-rate currency (preferably th 
yen) to balance the high-interest L 
dollar and produce more stable interest. 
and exchange rates. Secondly, he could 
abolish the interest-rate cartel which al 
lows bankers (no matter how incompe 
tent or downright crooked they may b. 
to flourish by paying — as of 13 Se 
tember — 2.25% to savings deposit 
while charging 8.5% to home buyer: 
Although tiny Hongkong obviot 
cannot be a global — of growth 
flationary thinking, still prevalent in 
territory, is part of the problem ^ 
global imbalance in demand stimulus 













By V. G. Kulkarni in Singapore | 
8 f the newly industrialising countries 
wW (NICs) of Asia, Singapore is des- 
tined for the hardest fall this year, with 
worse yet to come next year, according 
to some economists. If the initial rumbl- 
ings of an impending recession in the US 
in 1987 — though there is as yet nó con- 
sensus among the American specialists 
on the issue — are borne out; Singapore 
ould be headed for a third dismal 
year. 
It would be all the more traumatic 
for the Lion City because it could ex- 
nd a series of negative-growth years, 
inning in 1985, after nearly two de- 
ides of sustained rises in the gross 
omestic product. 
The reasons for this sudden 
urn — a negative GDP growth of 
in the second quarter of this year 
in impressive 8.2% rise in 1984 — 
















































gapore Government. Certainly the 
p decline since late last year in de- 
d for Singapore's exports to the US, 
premier export market for the re- 


nturn. | 

ith a. population of 2.5 million 
mmed into 640 km? of land, Singa- 
is of necessity heavily dependent 
external trade which amounts to 
ethan three. times the GDP, Other 
-s are somewhat fortunate in that 
ir ratios of external trade to GDP are 
re favourable than that of Singapore: 
ongkong 1.67, Taiwan 0.89 and South 
orca 0.67. 

Even so, Singapore's economic 
oblems are due to both external and 
‘rnal factors — and many of the 
oblems tend to be structural as well as 
clical. Most alarmingly, many of the 
legative aspects have coincided to drag 
lown the economy. This disastrous 
combination made its impact felt in the 
first half of this year with manufacturing 
output declining by 5.7% and construc- 
tion by 7.595. 

. Where the performance was not 
negative, growth was marginal: trade 
and transport inched up by 3.2% each 
as against 5.7% and 10.276 respec- 
tively in 1984; financial and busi- 
ness services, which had risen by 10.5% 
in 1984, could manage a rise of only 








The former engines of growth like 
ipbuilding. and. oil-refining face the 
ospect of permanent contraction. A 
onsultant's study commissioned by the 
hipbuilding industry has recommended 
he scrapping of about half of the exist- 
ing dock capacity. The thrust of the 
tudy was that even after shipping re- 


nainly external, according to the - 





ic, contributed substantially to the - 


overs from its long but cyclical slump, 





Singapore's yards can expect only half 
-the business they are. equipped to 
handle. 


Although South Korea and Taiwan 
also face problems in their shipbuilding 
sectors, their domestic markets could 
cushion the impact. Local oil refineries, 
facing reduced demand and competi- 
tion from the Gulf countries and some 
low-cost neighbouring nations, are al- 
ready working at half capacity. Major 
local refiners could end up being mere 
products-traders for the Middle Eastern 
suppliers. The giant petrochemical 
complex, a Singaporean-Japanese joint 
venture, has little prospect of turning a 
profit for the foreseeable future. The oil 
and petrochemicals sector is the largest 
single investment in the manufacturing 


field Ween to some S$3.5 bilion 


(US$1.5 billion | p 
In yet another contrast with other 

NICs, Singapore's construction sector 

has reached a saturation point, at least 
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for the medium term. In the past the 
government. stimulated local demand 
by pump-priming the construction 
sector, but there are very few major 
construction projects left to be com- 
pleted. 


T S$5 billion Mass Rapid Transit is 
well under way and the public-hous- 
ing scheme passed its peak in 1984. The 
private property market has virtually 
collapsed under the weight of excess 
supply in every sector — residential, 
commercial and industrial — and is un- 
likely to revive before 1988. During 


DEM i 
8.3 iN 


SINGAPORE’S MAJOR MARKETS 


WW vo | 
Bii world total | 


o> v^ 
513 


1982-83, Singapore’s property tycoons- 


bonanza did not matertalise. Short of 
sustained political instability in neigh- 
bouring ‘Asean countries, there is un- 
likely to be a rush by rich Overseas 


With land being in short supply and 
reclamation from the sea becoming 





expected to benefit from the then-politi- 
‘cal uncertainty in Hongkong, but the 


Chinese to buy property in Singapore. 
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ļ} ern multinationals. 
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ince the 


of merchandise. Although Singapore, 
which was largely an éntrepót centre in 
the 1960s, transformed itself into a siza- 
ble manufacturing centre, it locked it- 
self into some traditional markets in the 


1970s and this mix 
much. | | 
In 1975, Singapore's major export 
markets were Malaysia, the EEC, the 
US, Japan and West Asia (mainly 
Saudi Arabia) — which together took 
58.7% of the country's exports. In 
1984, the same markets were Singa- 
pore's top six, taking 61.8% of all ship- 
ments. Vac 
Bilateral trade figüres for Indone- 
sia, except for petroleum, are not re- 
leased by either country. But Jakarta 
also continues to be a major trading 
partner. — | 
As Finance Minister. Richard Hu 
noted early this year, Singa- 
pore entrepreneurs have re- 
lied largely ón trading with 
Malaysia and Indonesia and 
have not ventured far afield. 
In 1979 Singapore opted for 
a major upgrading of its in- 
dustries and the slogan for 
97 || this so-called second indus- 
| trial revolution was to “get 
on the world grid." In the 
event, all that the new slogan 
resulted in was increased 
trade with its immediate 
neighbours, the West and 
Japan. 
While the traders from 


has not changed 





‘Hongkong have been exploring and 


exploiting the newer markets of Latin 
America and Africa, Singaporeans have 
made little effort and hence headway 
into those areas. 

A belated awareness of the potential 
of the Chinese and Indian markets has 
dawned on Singaporeans, but there too 
they would be competing with the big- 
ger players like the Japanese and the 
West, not to mention Hongkong and 
South Korea. 

Even in the case of merchandise mix, 
there has not been a significant change 
since 1975, with the notable exception 
of machinery and transport equipment 


— mainly due to the increase in the 


manufacture of electronic components, 
and computer peripherals and compo- 
nents. But the computer and semicon- 
ductor field in the West.is going through 
a major shakeout and its impact is al- 
ready evident on Singaporean factories 
which are largely subsidiaries of West- 
Mineral fuels, 
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and electronic. — manufac- 
tured goods (specified by 
materials), miscellaneous 
manufactures, and chemicals 
were the main exports in 
1975 and continue to be so 
now. 

While Taiwan, Hongkong 
and South Korea continue to 
maintain their share of less- 
sophisticated exports like 
garments, shoes and cheap 
plastics, Singapore phased them out in 
the 1970s. Last year, Singapore could 
not fill its garment quotas for the 
US because its products were not com- 
petitive enough in either prices or 
quality. 

Other NICs suffer heavily from 
Western protectionism, but in the case 
of Singapore only a few hundred million 
dollars worth of. TV tubes and micro- 
wave ovens are affected by quotas and 
tariffs. 

However, even the existing lines 
of electronics goods made by subsi- 
diaries of Western multinationals have 
been affected, Some Western firms 
with plants in Singapore have found 
that it is cheaper to produce them in 
the West rather than in high-wage 
Singapore. 

The strength of the local currency, 
which has eased somewhat against 






same time. 


within the Pacific Basin stockmarkets. 


Manufactured goods (specified by materials) 
Machinery, transport equipment 
Miscellaneous manufactured goods 
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the greenback but continues strong 
against other hard currencies, is another 
factor which has affected Singapore's 
exports. 

Keeping a strong currency is almost a 
dogma to the government and it is un- 
likely to change in quick order. Wages 
have shot up in Singapore since 1979 
under a deliberate official policy, result- 
ing in Wage increases outstripping pro- 
ductivity. Per-unit labour costs in Singa- 
pore during 1980-84 went up 40% com- 
pereo with only marginal rises in Hong- 
‘ong and South Korea and a 10% rise in 
Taiwan. 


T: maintain competitiveness, Singa- 
pore has engineered a wage restraint 
for at least this year and the next. 
The expectation is that with stable 
wages and a productivity gain of 6*5 
a year, Singapore may be able to gain 


Pick The Best From The Pacific Basin 


Pick The JF Pacific Securities Trust 
CURA PRS cd Ro ee BE! PF eS — c. XS SE uo S VENIM RR ur E ERES. 


The Pacific Basin region remains a fast growing area of the world. But not all its stockmarkets are attractive at the 
That's why PFC recommends the JF Pacific Securities Trust which has the flexibility to switch investments quickly 


Presently it is concentrating on Japan (75%) and Hong Kong (25%). In Japan, efforts to ease trade friction through 
revitalising the domestic economy are leading to exciting performances in many shares prices, while the Hong Kong 
stock market, though it has performed very well already, is still only in the early stages of a bull run. 


The Pacific Basin offers investors good long term growth. Let the professionals pick the very best for you. 
Performance Record to 31/8/1985 (USS) 
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its competitive edge vis-à-vis its - 





of doing business here, the gov- 
ernment has also announced 
several cuts in levies and 
rentals on industrial proper- 
ties and charges by statutory 
bodies. 

But the government recog- 
nises that this is not a quick | 
fix to the long-term structural - 
problems of the economy. 

The basic dilemma for the | 
government is that the very strategy 
which built the economic miracle of | 
Singapore — emphasis on petroleum, a 
shipbuilding and construction — has | 
run its course with those now being 
termed “sunset” industries. In its | 
place, the government is encourag- | 
ing  capital-intensive and intel- 
lect-oriented sectors like computer 
peripherals and software, artificial in⸗ 
telligence, robotics, biotechnology and | 
informatics. However, these have be- 
come buzzwords for all countries. The - 
potential of these sectors is tantalis- 
ing but vague and Singapore faces a 
dearth of technologically educated 
manpower. ^A 

As Prime Minister Lee Kuan Yew 
put it: “No one knows how things will - 
turn out. If out of five [hi-tech] sectors — 
we move into, one is a success, we 
should be all right." 









































5 years 2 years 1 year 
JF Pacific Securities Trust * 61.9 + 17.3 * 15.1 
Tokyo SE 1st Section * 96.3 * 547 * 26.8 
Hang Seng Index - 142 * 60.3 + 79.9 
Australian All Ordinaries - 11.5 * 7.8 + 68 
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hile external factors may have led 
Taiwan's and South Korea's ex- 
rts to slacken, a number of critics in 
th countries claim that the recent ex- 
rt slowdown and the less-than-sparkl- 
ing prospects are symptoms of serious 
structural problems within the two 
economies. They see the rise of exports 
from cheaper-labour economies in Asia 
and Latin America as a threat, and 
worry about the dazzling progress of 
technology in the US and Japan which 
could cut into their competitiveness 
both as producers and production sites. 
To hold on to their competitiveness, 
both countries must solve major ques- 
tions over the future of their industrial 
strategies. While the South Koreans 
have tended to act on economic prob- 
lems before thinking, the Taiwanese ap- 
proach has been one of slow delibera- 


tion verging upon inaction by the gov- 


ernment. 

The South Korean approach has pro- 
duced an economy littered with failed 
industrial schemes, particularly in the 
area of heavy industry. The country is 
still counting its losses, in the form of a 
heavily leveraged corporate sector and 
huge external debts from the over-am- 
bitious industrialisation schemes of the 
1970s. Despite these failures, its experi- 
ence in large projects with little external 
help (apart from finance) has given 
some industries a firm base for future 
success. For example, the car industry, 
which was one of the industrial disaster 
areas in 1980, now stands likely to be- 
come an important source of export re- 
venue. 

The conservative policies of the 
Kuomintang government in Taipei, 
haunted by the memories of hyper-in- 
flation in China in the 1930s, have pro- 
duced an economy in better financial 
shape, but still heavily dependent on an 
increasingly hostile international envi- 
ronment. 

"There is a growing realisation that 
the competitive position of this country 
is weakening,” says Tsiang Suo-chich, 
president of the Chung-hua Institution 
for Economic Research in Taipei, who 
cites the country's slow investment rates 
as proof of this mood. The reasons for 
the uncertainty among Taiwan busi- 
nesses are numerous — the country is 
dominated by small firms, and many are 
not sure which way to move to improve 
their technological base. 

The large number of less-developed 
countries beginning to export light in- 
dustrial goods clearly has made many 
wary. Pan Chia-sheng of the Board of 
Foreign Trade in the Ministry of 
Foreign Affairs recalls the late 1960s 
when there were only four countries 
(Taiwan, Hongkong, Japan and South 
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Industrial strategies. 
overtaken by change 


Korea) exporting textiles in significant 
quantities to the US; that is hardly the 
case today. Adding to the uncertainty 
are doubts about Tarwan's own future 
as China becomes more deeply involved 
in the outside world and more active 
both as a political and economic com- 
petitor. 

The South Koreans have an active 
and risky approach to the problem of 
falling competitiveness; the govern- 
ment channels huge funds to the coun- 
try's major business combines through 
investment funds and financial guaran- 
tees by the country's five nationwide 
commercial banks (which, though 

rivatised, still take orders from the 

inistry of Finance). The recent rush 
into semiconductors, led by the Sam- 
sung group, which has invested US$570 
million into achieving production capa- 
bilities in memory-integrated circuits, 
is a case in point. Rival companies 
Goldstar, Hyundai and Daewoo all 
have similar plans (REVIEW, 6 June), if 
less ambitious than Samsung's. 

The risks involved are enormous, as 
Samsung has discovered; it started pro- 


GNP GROWTH "o 





duction just as the world semiconductor 
market began to experience a serious 
glut and prices on some important items 
have fallen sharply. The enthusiasm for 
semiconductors has waned among 
South Korean companies but they still 
see the investment — and the losses — 
as essential stepping stones to upgrad- 
ing the technology of their industry. 


Tum has taken a less aggressive ap- 
proach to technology development, 
relying more on its advantage as a popu- 
lar production site for foreign com- 
panies. The Science Based Industrial 
Park at Hsinchu has drawn a large 
number of hi-tech firms from the US 


and Japan, who are allowed 10095 own- 


ership, and numerous tax favours: three 
of the country's four top electronics ex- 
porters are subsidiaries of US corpora- 
tions. Foreign companies in South 
Korea in most cases must be content 
with joint ventures with local groups. In 
this period of transition, it is difficult to 


H © 
nh aA b 
5- Qa : " " u ] 
^ " " 7 f * 
L 





INCL D 


‘ + )U HE 

say whi dC is working better, 
though noting that in their 
recognition of the need to draw in 
foreign technologies and reduce debt, 
the South Koreans have been gradually 
easing restrictions on foreign invest- 
ment since 1980. 

As the external environment has 
grown more competitive, both coun- 
tries have grown more concerned about 
their marketing abilities. Taiwanese 
companies, typically small and focused 
on the US market, have primarily acted 
as order takers in the past. A Carnival 
Textile Industrial executive readily ad- 
mits that his firm has been too passive: 
“I think that it is time to send our people 
out into the market." Instead of the cus- 
tomary courtesy visits of the past, he 
says his company representative for the 
first time will be actively selling on his 
trip to the US this year, 

The South Koreans face another 
kind of marketing problem; South Ko- 
rean general trading companies, which 
were founded in 1975 on the model of 







South Korean semiconductor research: risks. 


the Japanese sogo shosha, have over- 
marketed their goods in many cases, 
undercutting each other. and some- 
times shipping abroad to fulfil official 
export targets and receive the govern- 
ment's annual honours to exemplary ex- 
porters. 

South Korean trading corporations 
have been accused of putting volume 
ahead of profit, resulting in chaotic fi- 
nancial management; in their efforts to 
push exports first, they have given little 
regard to the import business. By con- 
trast, Japanese trading corporations 
rely on imports as a stable source of 
turnover. K. B. Yoo, executive vice- 
president of Daewoo Corp., South 
Korea's largest general-trading corpo- 
ration, agrees that trading-company 
management has been loose in the past. 
He says that now more than ever the 
risks are high. On past emphasis on vol- 
ume over profit, he says, “this approach 
is much harder to take now, because the 
times are too hard." — Paul Ensor 
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Transporting hatching « 
matter of keeping ones ci ol. 

Should the temperature change, 
you're suddenly faced with a big 
problem. 

Hundreds of fluffy little chicks. 

However, on Saudia Cargo, the 
cabinis kept ataconstant temperature 


all the way to Riyadh. 
When the freighter arrives, it 


docks right into the Cargo Terminal. 


And the eggs go from one controlled 
environment straight into another. 


Safe from the burning desert heat. 


(Of course, if you actually want 
to send day-old chicks they'll be 


equally happy in our air-conditioned 
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Saudia can crack it. A 
soudi Sew 
A pA 


À "WT 


Welcome to our world. 





Exceptional service in private bankin 


Personal financial ser 
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American Express Bank Ltd. eS 
An American Express company 








American Argentina Cayman Germany Italy Mexico Singapore Turkey Uruguay International 

Express Bank Austria Islands Greece Ivory Coast Netherlands Spain United Arab Venezuela Headquarters: 

offices: Bahrain Chile Hong Kong Japan Pakistan Sri Lanka Emirates American Express Pl 
Bangladesh Denmark India Korea Panama Switzerland United New York 10004 


Brazil Egypt Indonesia Lebanon Philippines Taiwan Kingdom 
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nerican Express Bank. 


If you are one of the world’s few who have reached the top 
(or soon will), you should consider our private bankin 
service. Exceptional in many ways, it combines the global 
experience, resources and security of American Express Bank 
with personal financial service that is second to none. 


A; a valued client, you bene- 

fit from a broad spectrum of 
banking services, tailored to your 
specific needs. These include 
accounts in major currencies, asset 
management, long- and short-term 
investments, trust and custody services. 
All are provided with American 
Express Bank’s traditional commit- 
ment to excellence. 

Your personal Account Officer 
will make certain that your affairs are 
handled swiftly, accurately and with 
the utmost discretion. He can pro- 
pose a variety of ways to profit from 
growth situations throughout the 
world, always with due concern for 
the protection of your assets. 

Our private banking clients 
enjoy still another key advantage: 
access to the worldwide investment 
opportunities available through the 


American Express Bank 


World headquarters of American Express 


Bank Ltd. will soon move to its new bome in 


the 51-story American Express Tower, now 
nearing completion in New York City. 


American Express family of compa- 
nies, offering you many additional 
ways to protect and increase your 
assets. 

For over 65 years, American 
Express Bank has meant exceptional 
service in meeting the financial 
needs of clients around the world. 
Today, these services also include 
American Express Bank Gold Card” 
privileges, and our exclusive, round- 
the-clock Premier Services, ™ for the 
personal and business travel needs 
of certain clients. 

American Express Bank : the finest 
in personal financial service, by one of 
the world's largest banking networks. 
For complete information on how 
American Express Bank can help you 
reach your personal goals, visit or tele- 


phone us today. 





AMERICAN 





® 





werican Express Bank 
witzerland) AG: 

erich: Bahnhofstr. 20 
‘neva: 7, rue du Mt-Blanc 


American Express 
Bank International: 
Los Angeles 
Miami 

New York 


Trade Development Argentina 
Bank offices: 


Monaco 


Trade Development 96-98, rue du Rhóne 


Bahamas Switzerland Bank, Geneva 1204 Geneva 
Brazil United Kingdom Head Office: Switzerland 
France 


Luxembourg 


Business Travels 
With The Review 


When it comes to reaching Asia's frequent 
business travellers, the Far Eastern Economic 
Review offers you the most mileage. 


At present most of the world's leading airlines 
with routes in Asia use the Far Eastern Economic 
Review regularly as a primary advertising 
medium. Why? The answer is simply because 
the Review reaches the highest audience con- 
centration of heavy frequent independent busi- 
ness travellers of any regional publication in Asia 
today. And does it more cost-efficiently. 


If you d like to know more about our frequent 
business travellers, write on company letterhead 
and we'll be glad to send you a copy of the latest 
1982/83 6 City Media Phase from the INTRA- 
MAR STUDY independently conducted by In- 
ternational Travel Research Institute. The facts 
speak for themselves. You'll see how well-travel- 
led we are. 


Address your inquiries to:— 


Elaine Goodwin, 
Far Eastern Economic Review, 


G.P.O. Box 160, 
Hong Kong. 


FarEasternEconomie 


The choice of authority 





c 1985 Hilton International! Co 


No Stop Check-Out 
service is now offered 
at 90 Hilton 
International hotels 
in 76 cities 
in 44 countries: 


AUSTRALIA: Adelaide, Brisbane,” Melbourne, 
Perth, Sydney, Sydney Airport 


AUSTRIA: Vienna 

BAHRAIN 

BARBADOS: Bridgetown 

BELGIUM: Brussels 

BRAZIL: Belem, Belo Horizonte, Sao Paulo’ 


CANADA: Montreal, Montreal Airport) Dorval, 
Quebec City, Saint John (New Brunswick ), 
loronto, Toronto Airport, Windsor 


COLOMBIA: Bogota, Carragena 

CYPRUS: Nicosia 

EGYPT: Aswan/Luxor (Cruise Ships), Cairo 
ETHIOPIA: Addis Ababa 

FRANCE: Orly Airport (Paris), Paris, Strasbourg 
GERMANY: Dusseldort, Mainz, Munich 
GREECE: Athens, Corfu 

GUAM: Agana 


HOLLAND: Amsterdam, Rotterdam, Schiphol 
Airport (Amsterdam ) 


HONG KONG: Victoria 
HUNGARY: Budapest 
INDONESIA: Jakarta 
ISRAEL: Jerusalem, Tel Avi 
ITALY: Milan, Rome 
IVORY COAST: Abidjan 


JAPAN: Osaka,” Tokvo 


KENYA: Nairobi, Tsavo West, (Lodges ) 
KOREA: Seoul 

KUWAIT 

MADAGASCAR: Antananarivo 
MALAYSIA: Kuala Lumpur, Petaling Java 
MALTA 

MOROCCO: Rabat 

PAKISTAN: Lahore 

PANAMA: Panama City 

PHILIPPINES: Manila 

PUERTO RICO: Mavaguez, San Juan 
SINGAPORE 

SRI LANKA: Colombo" 

SUDAN: Khartoum 

SWITZERLAND: Basel, Geneva, Zurich 
TAIWAN: Taipei 

THAILAND: Bangkok 

TRINIDAD; Port-of-Spain 

TUNISIA: Tunis 

TURKEY: Istanbul 


UNITED ARAB EMIRATES: Abu Dhabi, Al Ain 
Dubai, Fujairah 


UNITED KINGDOM: London t Park Lane and 
Kensington ), Gatwick Airport 


UNITED STATES: Chicago (The Drake), 
Honolulu (Kahala Hilton), Kansas City (Vista 
International), New York (Vista International ), 
Oklahoma City (Vista International) 
Pittsburgh* (Vista International ), 

Washington, D.C. ( Vista International ) 


VENEZUELA: Barquisimeto, Caracas? 


"Opening 1986 ' Two center-city locations 






















HE Now No Stop Check-Out” 
M atliilton International 


MA and Vista International 
Worldwide 


CHECK OUT 
WHILE 
YOU SLEEP 


We ve made leaving a Hilton 
International or Vista International 
hotel almost as pleasurable as stay 
ing there. 

All vou have to do is check in 
with an accepted credit card and tell 
us when vou expect to leave 

During the night, while vou re 
sound asleep, we ll slip vour credit 
card receipt and itemized hotel bill 
under vour door 

In the morning all vou have to 
do is leave 

NO waiting on check-out lines, 
no waiting for your receipt to come 
in the mail 

For reservations, call vour travel 
agent, any Hilton International hotel 

or Hilton Reservation Service 








Lor | 

| Mail to: Ms. Hilda Gill | 
Hongkong Hilton | 

PO. Box 42 

2 Queens Road Central 

Hong kong 


| Please send me a ci py ( of the Hilton 
International’ Vista International 
Worldwide Directory 





| 
| Name 





| Address 




















COMMERZBANK M 


Knowledgeable institutional and pri- 
vate investors around the world turn to 
Commerzbank. For proven resource- 
fulness and state-of-the-art technical 
capabilities in all major areas of in- 
vestment. 

To find out why, ask a Commerz- 
banker. 


Hong Kong Branch: 21/F, The Hong Kong Club Building, 
P.O. Box 11378, Hong Kong, Tel.: 5-8429 -666, Tx.: 66400 cbkhkhx 


Tokyo Branch: Nippon Press Center, 2-2-1, Uchisaiwaicho Chiyo- 
da-ku, Tokyo 100-91, Tel.: 502-4371/4375, Tx.: J 25971 cbktok 


Commerzbank (South East Asia) Ltd., Tower 40, DBS Building, 
6, Shenton Way, Singapore 0106, Tel.: 2 23 48 55, Tx.: 27189 cbksin 


Head Office: P. O. Box 2534, D-6000 Frankfurt/Main. 
866 branches throughout West Germany, including West Berlin. 
Branches and Subsidiaries: Amsterdam, Antwerp, Atlanta, Barce- 
lona, Brussels, Chicago, Hong Kong, London, Los Angeles, Luxem- 
bourg, Madrid, New York, Osaka, Paris, Rotterdam, Singapore, 
Tokyo, Zurich. Representative Offices: Bahrain, Beijing, Buenos 
Aires, Cairo, Caracas, Copenhagen, Jakarta, Johannesburg, 
Mexico City, Moscow, Rio de Janeiro, São Paulo, Sydney, Tehran, 
Tokyo, Toronto. 


»An 
Investment 
in knowledge 
pays the best 
interest.« 


- Benjamin Franklin - 


Komatsu, 

where electronics, 
mechatronics 

and robotronics 
are powering 

new advances. 


Its a well known fact that we are one of 
the world's largest makers of construction 
machinery. Less known is our work in elec- 
tronics. Research and development in this 


m to the use of mechatronics in 
ries of construction machines. 
as resulted in considerable 


— to our customers such as better 
cost performance in terms of 
the Return on Investment. TN 
Another surprise, unless you're \ QD -—— 
one of the top ten auto makers, will E S 
be our long association with industrial w 
machinery. Chances are parts of the car X - 
you're now driving were made with one of N 
our giant industrial presses. | 
To increase precision and productivity 
in our manufacturing plants, production 
engineering methods are constantly being 
improved. It was natural therefore that 
our accumulated electronic technology — 
industrial robots for example — should be 
applied in this field also. 
The application of new technologies, 
and the entry into fields such as laser 
equipment, silicon and other new materials 
are opening up an exciting new era. As a 
fully integrated manufacturer of construc- 
tion and industrial machines we are now 
facing the challenges of the future with 
strength and confidence. 


THE QUALITY IS STANDARD 
ele KOMATSU 


Head Office: 2-3-6, Akasaka, Minato-ku, Tokyo 107, Japan 
Telex: J22812 Phone: (03) 584-7111 Cable: KOMATSULTD 
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Asia houses over half of mankind. Everyday events are 
happening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
these events, compiles analyses and interprets them. 
No businessman can afford to ignore them. Nor can any 
executive or scholar or anyone who has dealings with 
Asia. Decide for yourself whether any other single 
medium puts the economic, social and political realities 
of Asia at your fingertips as does the Asia Yearbook. 


Now In Its 26th Edition 

The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
produce a book that anyone who has any dealings with 
Asia should have on the bookshelf. 


Features 

The Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
essential data. You will find familiar chapters and fea- 
tures as well: a Regional Round-up, The Power Game, 
Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
Organisations. 


The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging from Afghanistan through China, to 
Korea and Japan, down through the Philippines to 
Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


As in the past, the Yearbook has an abundance of 
charts, tables and graphics to illustrate the material, 
including a full military profile of every country. Each 
country has a new map to go with its chapter. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
first-hand information on everything from market poten- 
tial and population trends to foreign aid involvements 


Announcing The All New 26thEdition 


We give you Asia, 
minus the mystery, 

minus the myth: 
= Asia 1985 Yearbook 





and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Published by the Far Eastern Economic Heview, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Heview s correspondents 
provide on-the-spot reports from every major Asian 
capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Heview can. 


Soft Cover: HK$170/US$21.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$25.95/£23.75/8$58.50/M$67 
For airmail delivery, please add: 
HK$45/US$6/£5/S$13/M$15 


——-------------- 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160. 
Hongkong 





Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for 


Name 


Address 


LM Fi ATT Post Code 


Country . 


Asia 1985 Yearbook (Soft Cover) 
Price: HK$170/US$21.95/£20/8$49.50/M$56.50 each 


No. of copies 


Asia 1985 Yearbook (Hard Cover) 
Price: HK$200/US$25.95/£23.75/8$58.50/M$67 each 


No. of copies 


| by surface O by airmail’ 


.] by surface | by airmail" 





*For airmail delivery, please add 
HK$45/US$6/£5/S$13/M$15 per copy 
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productivity by 27 
through a worki i 


partnership with HP. 


** At Thai Life Insurance, 








“We have millions of policies 


the HP 3000 system has 
enabled us to handle an 
increase in business of 
27% with very little 
increase in staff." 


Thai Life Insurance is the 
largest local insurance com- 


on our record. When we 
make a new entry, we have 
to countercheck to avoid 
duplication and to reject the 
fraudulent ones. Without a 
very interactive and reliable 
computer, it would have 


been extremely difficult to 
handle our active portfolio of 
645,000 policies and main- 
taining a business growth of 
27% at the same time. 


pany in Thailand. Head- 
quartered in Bangkok, the 
company has 227 branches 
all over the country and 
recorded a sales revenue of 
1,475 million Baht in 1984. 


Apirak ‘Thaipatanagul, De- the HP hardware, particularly 


puty Managing Director of with its distributor Unimesa 
the company, said, “We installed the HP 3000 of Thailand who made the Thai character set 


“We are very satisfied with 





Series 48 to bring our computer system on available for us to develop the software 

line. A year later, not only did we have 15 in-house. 

very complex applications fully functional, “In fact, the HP 3000 computer system has 

we were able to process an additional 126,000 proven so successful that we intend tofurther 

new policies with essentially computerize our branch 

the same number of employees. n HEWLETT offices in the next two years." 
PE PACKARD 


You should consider a working partnership with HP. Now. 


Call or write to vour local office 


* Australia Hewlett-Packard Australia Pry Ltd., Blackburn, VICTORIA. Tel: 895-2895 ¢ China China Hewlett-Packard Co. Ltd., BEIJING. Tel: 280567 

* Hong Kong Hewlett-Packard Hong Kong Ltd., HONG KONG. Tel: 5-8323211 * India Blue Star Ltd., BOMBAY. Tel: 4226155 * Indonesia Berca Indonesia P.T., 
JAKARTA. Tel: 373009 © Japan Yokogawa-Hewlett-Packard Ltd., Sukinami-Ku, TOKYO. Tel: (03) 331-6111 © Korea Samsung Hewlett-Packard, SEOUL. 

Tel: 784-2666, 784-4666 * Malaysia Hewlett-Packard Sales (Malaysia) Sdn. Bhd. KUALA LUMPUR. Tel: 03-986555 * Philippines The Online Advanced Systems 
Corporation, Makati, METRO MANILA. Tel: 815-3810 © Singapore Hewlett-Packard Singapore (Sales) Pte Ltd., SINGAPORE. Tel: 4731788 

* Taiwan Hewlett-Packard Taiwan Ltd., TAIPEL. Tel: (02) 712-0404 KAOHSIUNG. Tel: (07) 241-2318 * Thailand Unimesa Co. Ltd., BANGKOK. Tel: 234-0991/3 
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Because we're — — for the future, | 


we built new dime 





performance 


into the 4I2SP today. 


Performance. The “SP” stands for Special Perfor- 
mance. And that’ what has set this aircraft apart. Today, 
with several noteworthy improvements, the 412SP% perfor- 
_manice is even more outstanding. And even more productive. 
NEW: 55% more standard fuel capacity. Without losing 
a seat, 
NEW: Increased maximum takeoff weight. To carry 
more, further. 
NEW: First-class, forward seating. For greater versatility in 
. passenger/cargo configurations. — | 
NEW: Pendulum absorbers. To dàmpen hub vibrations for 
a faster, smoother, more comfortable ride. 


. NEW: Lowest operating costs in its class. | 


- able as they are technologi 


dability. Simple, sophisticated components and 
the industryS most advanced rotor system — with all-com- 
posite blades for more aer —— efficiency — are as depend- 
ally superior And the 412SP's 

hub design utilizes elastomeric bearings for greatly 
extended life. 

The 412SP is equipped with Pratt Whitney PT6T-3B 
Twin Pac® Turbine Engines because they're backed by over 
6 million flight hours and have the best inflight shutdown 


. rate of any commercial turboshaft engine. That means real 
| safety and dependability. 


"Call or write International Marketing, Bell Helicopter 


Textron Inc Dept. 734, Box 482, Ft. Worth, Texas 76101. 


U.S.A. (817) 280-3182. Telex: 75-8229 Cable: Bell Craft. 


| 


I | 


i 
| f ! 
Bell Helicopter RARO] 





The future is ours by design. 


| | 
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€ REGULAR readers of this column 
will be familiar with the activities of the 
Shroff Hongkong Investment Trust 
(Shinvest), established during the un- 

usual stockmarket conditions of 1983 to 
enable trust directors to share their in- 
vestment expertise and opportunities 
with a wider public. 

While Shinvest has elected to follow 
the practice of many publicly quoted 
Hongkong companies in presenting its 
financial statements two to three years, 


performance may interest investors. 
Shinvests  best-performing asset 
continues to be its substantial "short" 
position in shares of the Hongkong In- 
dustrial and Commercial Bank (HICB), 
which Shinvest directors hurriedly es- 
tablished on 7 June after learning that a 
senior government official had de- 
scribed HICB as a “good bank, well 
run, and quite independent of Overseas 
Trust Bank [OTB]." This strategy has 










been amply borne out by the more re- - 


cent news that HICB in fact enjoyed a 
negative net worth of HK$97 million 
(US$12.4 million) on the date in ques- 
tion, lost HK$340 million in the preced- 
ing 11 months, and had made substan- 











four-for-one preference share issue, 
- though it might consider making an 
& issue of similar securities on its own ac- 
^. coünt if it appeared likely that a signifi- 
cant number of investors would be 
foolish enough to subscribe. | 
Shinvest also views with satisfaction 
the recent performance of its sharehold- 
ing in Promet Petroleum, acquired one 
month ago on the perception of a Shin- 
vest director that Promet was about to 
"perform." At the time of writing, the 
feverishly dealt shares have more than 
doubled from the 26 HK cents at which 
they were acquired. Prior to commit- 
ment of capital, Shinvest analysts re- 
viewed Promet’s affairs, and noted with 
approval its negligible short-term earn- 
ings prospects, high-risk asset portfolio, 
and overseas controlling shareholders. 
They gave due weighting to the recent 
75% decline in the net interim profits of 
Promet's Malaysian parent company, 
and local stockmarket expectations that 
the Hongkong subsidiary would none- 
| theless shortly be in receipt of an injec- 
, tion of unspecified but highly lucrative 
* assets. The conclusion was duly reached 
that Promet would "go." 

To balance the necessarily cyclical 
nature of its trading and capital gains, 
Shinvest has enjoyed the constant bene- 
fit of deferred income in the form of im- 

| puted interest accruing on its substantial 
| portfolio of loans, all of which have 


* 
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FAR EASTERN ECO SAN: 


in arrears, some brief remarks on recent. 


tial loans against the security of OTB | 
shares. Shinvest does not now intend to . 
take up its rights in respect of HICB's ` 


——— — — —— — — ee — —— — —— —— ———— 7 





been made only to parties 
known personally to direc- 
tors and officers of the 
trust. Shinvest remains of | 
the view that last Decem- 
bers Sino-British agree- 
ment provides the basis 
for boundless appreciation 
in Hongkong stockmarket 





values. Further optimistic - Su cx? brandy producer" has yet. 
statements will be made . = uo | to be "nominated" by IHD 
as and when the directors feel inclined | to partake in the venture. (In Cognac. 


to unload some of their dodgier hold- 
ings. 

€ ANOTHER reason. for the . out- 
standing performance of the Shinvest 
portfolio is that it has avoided the lures 
of investment in Intercontinental Hous- 


ing Development (IHD). Despite being i 


a dedicated follower of Malaysian in- 
vestment. fashion, after studying the 
latest IHD takeover document, Shin- 
vest intends to leave it that way. IHD 
used to. be part of the now-defunct 
Goodyear group which was a satellite of 
Chang Ming Thien's equally defunct 
empire. Then it was sold to Bandar 
Raya. a. subsidiary of Multipurpose 





Holdings, the struggling investment - 


arm of the splintered . Malaysian 
Chinese Association. In 1982, in a com- 


plex share and property deal, control of | 


IHD was acquired by Territorial Deve- 


lopment, a company controlled by 


Quek. Teck Huat and Santosa Amid- 
jojo. Bandar Raya initially kept a 29% 


minority stake but it was later sold on to — 


Vestall and Wanfong Nominees, pri- 
vate Malaysian-owned companies. 


Inter alia, Quek and Santosa have : 
Singapore interests in common with the 


Low brothers. The Lows control Hong- 


kong's Ka Wah Bank, of which Santosa 


and Wanfong are long-time sharehold- 
ers, Now Quek and Santosa are selling 
most of their IHD stake to companies 
owned, according to the offer docu- 
ment, by Malaysian architect and en- 
trepreneur Ch'ng Poh and Hongkong 
industrialist Ngai Shiu Kit, who is about 
to become the Chinese Manufacturers 
Association representative on Hong- 
kong's first partially elected Legislative 
Council. The 29% Wanfong and Vestall 
minorities will remain. 

Following the takeover, prestigious 
Malaysian and Hongkong figures are to 
be invited to join the board. But then 


what? The takeover document contains. 


such a remarkable list of investment 
possibilities that even those accus- 


| tomed to very "special situations" must 





marvel. The new management, as well 
as retaining IHD's modest property in- 
vestments, has four major projects on 
the go in China involving investment of 
no less than HK$340 million — a min- 





eral water bottling plant, a fowl process-_ 






















“through subsidiaries nominated by Ngai 
and Ch'ng. 


. were the other shareholders in Searee 


| 






Hongkong office building, had 


down, IHD geared up by borrowing 


HK$3.02 cash offer. 









ing plant. a brandy manu- - 
facturing and bottling. 
plant, and a “business. . 
trade and technology ex-. 
| change centre." E 
| However, all are only at 
a "preliminary" stage. Fea- 
. sibility studies have yet to 
be carried out. A "French. 




























the great houses are waiting anxiously 
for news of the honour.) Apart from un- 
named Chinese partners, the deals, 
should they materialise, will be done 















































= Actual or potential shareholders 
with faith in all this can also look for- 
ward to the company expanding into un- 
specified ventures in Malaysia, TI 
land, Singapore and Australia, as 
as Hongkong, in order to "achieve a b 
lanced business portfolio." With who 
money is not clear. 
The new owners of IHD would 
hard pressed to do worse than t| 
old ones, When Territorial acqui 
control, the value of IHD's pri 
pal asset, Intercontinental Plaz: 
inflated by the property boom. Bu 
as the value of its principal asset wen 


acquire unspecified investments ov 
seas. Chief of these was HK$90 mil 
lion stuffed into an associate calle 
Seareef investing in "overséas quote 
shares.” | | 

IHD borrowed to onlend to Seare 
on an interest-free basis resulting in 
significant recurrent loss for IHD. he 


benefiting from this arrangemen 
This is not revealed in the offer docu- 
ment and as the file at the companies 
registry has been unavailable for the 
past two weeks, Shroff cannot hazard 
guess. 
Apart from the Seareef venture and 
other purchases of “overseas quoted in- 
vestments,” the IHD management's re- 
cord involved selling off last year five 
floors of Intercontinental Plaza at a loss - 
of HK$101 million. The buyer sub- _ 
sequently mortgaged the floors con- 
cerned to Ka Wah Bank, which also has — 
a lien on six of IHD's remaining 10 
floors as security for a HK$128 million - 
loan. These 10 floors are now valued, at 
HK$380 million but currently yield just 
HK$15.2 million. 

With this past plus the future prom- 
ised in the offer document, minority 
shareholders may indeed be grateful to 
Ngai, Ch'ng and friends for their 






















Republic of China 
Year-Book 1984 : 














.112 colour illustrations, 
_ 400 b/w illustrations and 
all the information on 
China you'll ever need! 
Now only US$75 
(hard cover) 


The 970-page People's Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
itics, science and téchnology and countless other subjects. 


tiii? | 


on pletely indexed, the People’s Republic of China Year- 
300k 1984 places thousands of facts and bits of information 
at your immediate disposal. The book is essential to. 
businessmen, financiers, students, professors and virtually 
inyone with a need to know or a keen interest in China of 
oday. Liberal use of charts, maps, tables and colour 
P hotos makes the book enjovable as well as informative 
; reading. 
How to get it 
Order your copy(s) now by simply completing the coupon 
= below and returning it together with the indicated payment of 
7US$75 (or the equivalent in local currency) to the indicated 
address. 





result of thousands of man-hours, the Pople: s Republic 
ina Year-Book 1984 was written and edited by The New | 
a News E and oo — Co.. E eop of | 


The Annals of 
. China's Enterprise 
Register 1984 



















1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 




























. This Register contains information on 600 Chinese national 


corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese, it — 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. : 

What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
ón the information of enterprise registrations under the 
economic laws, this Register is an authoritative and 


comprehensive work of reference designed to disseminate 


information for all licit corporations. 


Who needs it? 
This Register. completely dependable and well documented, 


presenting reliable information and data for China’s socialist, 
economic construction is a must for business executives,- 


financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the study of | 
Chinese economy. 


How to get it 

Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 


— — — —— ———— —— — — — — — — — — — KNEE, | NII — — 


| [rais Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


| A) L] Please send ........ copy(s) of | B) © Please send ........ copy(s) of | Buy both and save US$25 | | 
The People's Republic of The Annals of China's 
| China Year-Book 1984 for | Enterprise Register 1984 for | C) (© Please send ........ set(s) of both | 
| which I enclose US$75 per which. I enclose US$80 per The People's Republic of China | 
copy. Forsurface mail delivery | copy. For surface mail delivery | Year-Book 1984 and Annals of 
| | add US$10. for airmail add US$12, for airmail | China’s Enterprise Register 1984 | 
| delivery add US$22. | delivery add US$25. | for which I enclose US$130 per | 
| | | set. For surface mail delivery add | 
| US$22, for airmail delivery add 
| Send to: Name: — rM E $4 Bie es We vind e | US$37. | 
' Address: 666... E O N Peena] | | | 
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Elliott. 
INVESTMENT 


; BHP headquarters: record offer. 


HAMISH MCDONALD 


Quart in a pint pot 


Elders plays a complex game in its bid for Allied-Lyons 


By Hamish McDonald in Sydney and James Bartholomew in London 


MU conglomerate Elders IXL’s 
assault on British brewing and food 

roup Allied-Lyons.is remarkable both 
for its audacity and scale, It would re- 
present both the largest-yet British 
stockmarket takeover, and the largest 
offshore acquisition by an Australian 
company. 

Elders chief executive John Elhott 
said on 5 September that the group was 
talking to other potential members of a 
consortium which would bid “not less 
than 250p a share” for Allied, valuing 
the British. company at a minimum 
£1.68 billion (US$2.3 billion). Many 
London analvsts believe they will have 
to bid significantly more to have any 
chance of success. But even at 250p, the 
A$3.3 billion potentially offered by El- 
ders far exceeds the previous Australian 
records for offshore takeovers, set by 
Broken Hill Proprietary Co. when it 
paid A$2.4 billion for US energy group 
Utah, and Rupert Murdoch's News 
Corp. bid for another US group. Met- 
romedia Corp. 

The technique of launching a highly 
geared bid from a small equity base 
Elders had slightly more than 6% of Al- 
lied-Lyons' 674 million shares — for a 
target whose assets and cash flow make 
the sacquisition virtually self-financing, 
has been well honed by Elliott and 
others in the Australian market. El- 
‘liott’s previous leaps from small foot- 
holdings into Elders itself and into 
Carlton and United Brewery (CUB) 
showed that comparative size was no 


obstacle, and his “dawn raid” on Bri- 
tains Woodhall Trust PLC in 1982 
should have warned that he was 


as hkely to strike in London as in 
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Melbourne (REVIEW, 27 Dec. '84). 

Most. Australian analysts point out 
that Elliott has left himself several pro- 
fitable ways out of the Allied-Lyons bid. 
Elders’ share price on the Australian 
market. has been relatively firm, cur- 
rently around the A$3.40 mark, having 
traded for much of this year at closer to 
AS3. The share-pricé movement in 
Australia seems to be discounting the 
most conservative available option that 
Elders will quietly sell out of Allied 
while the London market thinks it is 
buying. 

Elliott began assembling his Allied- 
Lyons stake early this year from a share 
price:of about 176p, and is thought to 
have paid an average of around 220- 
230p for the 40.4 million shares he now 
owns. A sale at, say, 270p a share would 
yield’ Elliott a handy capital profit of 


! about £16 million should he take the 
| exit. 


W. ith British companies recently 
; given freedom to buy up to 15% of 
their own stock, the opportunity exists 
for a classic “greenmail” ending to the 
bid should Elliott decide to hold out 
for a higher price. The £150 million re- 
cently raised by Allied-Lyons from the 
sale of its share in Australian brewer 

Castlemaine Tooheys to raider Alan 
yer would make this no trouble at 
all. 

Australian markets have done only 
preliminary sums about the effect on El- 
ders’ worth should the bid actually suc- 
ceed. By his announcement Elliott has 
placed Allied-Lyons under restraint 
from strategic defensive moves, accord- 
ingto British takeover rules, while leav- 
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ia did. DEC uus * | 


possibly — the bid. 

E On initial study, Allied-Lyons looks 
a ripe prospect for a group such as El- 
ders with its strong brewing link. “For a 

ure asset stripper, somebody who 

nows what he's about — and I suggest 
Elliott is that — they could end up with 
the Allied-Lyons brewing interests at 
virtually no cost," one Melbourne 
stockbroking analyst said. 

Allied-Lyons' food, division, with a 
turnover of £1.26 billion, could be sold 
for perhaps 16 times net earnings (£38.4 
million in:the year to 28 February) re- 
turning a little more than £600 million. 
Likewise the wine and spirits division, 
turning over £1.04 billion in lines such as 
Teachers whisky, might go for perhaps 
1] times net profit (£45.8 million in 
1984-85) to return about £500 million. 

Elliott could be left with the Allied- 
Lyons beer division, generally rated an 
under-performer with a turnover last 
year of £1 billion and net profits of £94.5 
million. This division has lagged behind 
other British brewers in riding a con- 
sumer switch from traditional ale-ty 
beer to lager. Elders could step in with 
products such as its Fosters Lager, cur- 
rently brewed under licence in Britain 
by Watney Mann and Truman. 

Almost certainly Elders would also 
apply the strategy used successfully with 
CUB to free up capital vested in com- 
pany-owned hotels, by floating equity 


to the publicans and gearing up the ven-. 
ture with borrowings. With Britain's re - 


strictive opening hours being change, 


this could find enough takers. Allie d- 
pub chain is carried. at. £8,33 


Lyons, 
million in its books. 


l'ogether with £84 million in inv est- 
ments, and £74.3 million cash at last. bal- 
ance date, plus the £150 million from 
the Castlemaine Tooheys sell-out, the 


target company comes close to co'verin 

Elliott's cost at his 250p initial offer, an 

probably allows margin for a higher bid. 
Should takeover partners emerge, the 
burden on Elders becornes that much 
lighter. Australian market 
favours big US and Japanese beer and 
liquor groups as Elders’ natural 
partners in the bid. In J apan, however, 
the market-leading Suntory and Kirin 
groups both say that, so far at least, they 
have no part in the deal. 

Elders is likely to show itself fairl 
clear of the CUB takeover debt when it 
reports for the 1984-85 year (to 30 June) 
soon. Elliott himself has said the debt 
will be down to about /4$600 million 
from the A$1.17 billion at balance date 
a year earlier, while share holders' funds 
will be around A$700 million. He thus 
claims to have met the E:lders target of 
one-to-one debt to equit y. 

This has been achiev ed in large part 
by asset sales, including the CUB hotel 
divestiture scheme. However, Elliott 
has also managed to re-finance about 
A$100 million in wood stocks and other 
traded commodities normally carried 


rumour 
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on the company's own books. He also 
excludes a A$100 million redeemable 
preference issue from debt, while 
counting A$168 million in convertible 
notes as equity. 

While a little uncomfortable with 
some aspects of this, Australian analysts 
generally accord Elliott success in re- 
ducing the Elders' gearing to a sober 
level. The problem in Australia is that 
this almost inevitably brings a company 
into the takeover sights itself. For this 
reason, as much as taking CUB out of 
the flat Australian beer market, Allied- 
Lyons must draw him on. 








Fo its part, Allied has called the pro- 

posed bid “impudent.” But analysts 

e and institutions in the City of London 

7 are taking Elders and Elliott absolutely 

- | seriously. The bid comes at a time when UT 

| the City is attuning itself to David and » 

b Goliath takeovers, facilitated by the |Murdoch; Holmes à Court: no image barrier. — Y 

p banks, which are awash with cash and FAFO NER 

[ which would rather risk their money on | panies to join in a consortium bid. But | allowed to buy our companies but not 

— | such mega-bids than on further loans to dismembering Allied and selling it off in | vice-versa?” 

developing countries. Being one of the | bits to the various consortium members The final and possible biggest hurdle 
top 30 companies in Britain is no longer | might be labelled asset-stripping and | which Elliott faces in London is price. 

insurance against takeover. As one | turn the bid into a political issue in Bri- | The minimum offer of 250p a share is 

l3 broker commented, *no one is safe." | tain. described in the market as "nonsense." 

| Citicorp has been assembling a war- The politicisation of the bid is made | A “sighting shot" of £3 is predicted by 

chest for Elders in the shape of a syndi- | still more likely by virtue of the many | one broker. The institutional share- 
cated loan facility which, according to | thousands of investors and emplovees | holders are said to be looking for an 
market rumour, could amount to £1.5 | involved in Allied-Lyons. Many of them | eventual buy-out price of nearer £3.20- 
billion. are located in the Midlands, an elector- | 3.50. One thing in Elders’ favour: AI- 

x London's view of Australia presents | ally crucial part of Britain since many of | lied-Lyons does not have a lot of 








no "image barrier" to the bid. It is no 
i'onger a financial outback, and Elders is 
n'o country cousin. The likes of Mur- 
doch and Robert Holmes à Court have 
changed that. Last year the Australia 
amd New Zealand Banking Group pur- 
chased the British merchant bank, 
Griiadlays. 

B'ut David could still run into a lot of 
controversy before Goliath lies pros- 
trate on the floor of the London Stock 
Excha nge. Elders is seeking other com- 


the parliamentary seats there are margi- 
nal. 

Another possibly contentious issue is 
the disparity in the freedom of Elders to 
buy Allied compared with restrictions 
the other way around. There has been 
talk (unconfirmed by the company) of 
Allied buying shares in Elders. But 
ownership of Australian companies by 
foreigners is controlled by law. There 
seems ample sope to raise the com- 
plaint “why should the Australians be 





fans in the City. One broker described 
the stock as “a dog for the last five 
years." 

Elliott himself has publicly described 
Allied as "a conservatively managed 
company. Fifteen months ago we first 
decided we would like to bid for it. It 
seemed to us like a business whose 
senior management lacked strategic di- 
rection . . . Their defensive reaction was 
typical of a business which is always 
number two in the market place. g 


Comment 


Y COMPANY RESULTS 


Good grains from rubber products, footwear, sportswear and 
cables. Acquisition of Britain's Chloride group and new | 
electric battery know-how to boost revenue. 


Brewing contributed to most of profit increase. Vulnerable to 
new falls in A$ after highly-geared takeover of brewer | 
Castlemaine Tooheys. 


Profit forecast to be NZ$36.5 million for current year. One-for- 





— 4] Pacific Dunlop | Y 30 June | A$80.14m + 261 |A$1.85b 
(Australia) (US$54.5m) (US$1.3m) 















| Feltex 










TY a0 June | NZ$32.4m 55 

New Zealand (US$17.1m) eight cash and share bonus issue. 
| Fletcher ^ | Y30June | NZ$180.9m +38 NZ$4.41b + Profit includes NZ$12.8 million loss by Broadbank foreign 

Challenge . (US$95.2m) (US$2.3b) exchange operations. Profit forecast to be NZ$200 million for 
(New Zealand) current year. " 
Lum Chang FI30June| S$13.2m $$154.5m 10% | Outlook less buoyant for Singapore activities but overseas 
Holdings (US$5.8m) (US$67.8m) (—') operations promise reasonable profits for next year 
(Singapore) 

H.30 June | HK$30.3m *35 3.75€" | Strong sales in Mercedes-Benz and Subaru vehicles 

(US$3.9m) (3.5¢) | contributed to profits. 


Y= year-end. H= half-year. ‘First interim results since November 1984 listing. _“*Adjusted for one-for-five bonus issue. 
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By Colin James in Wellington 


ree and Industry Minister David 
Caygill has abandoned proposals to 
phase down New Zealand's import 
tariffs to a maximum flat 25% in the face 
of manufacturers’ objections. But he 
has extracted a price — the virtual re- 
moval of the country's import-licensing 
system by mid- 1986. 

Import licensing was first imposed in 
1939 to conserve scarce foreign ex- 
change. But when consumer-goods in- 
dustries grew up behind the protective 
barriers in the 1950s, the licensing sys- 
tem became entrenched. Only from the 
early 1970s onward did it begin to be dis- 
mantled, but even now some 25% of im- 
ports are — to quotas. 

Since 1979, a programme of gradual 
liberalisation of quota allocations has 
whittled away the protective effect of 
the licences. Last year, this pace was 
quickened, allowing tendering for extra 
licences equivalent to 10% of the value 
of the item's domestic market, with a 
planned addition of 5% a year until de- 
mand equated supply, and licensing 
could be eliminated painlessly. 

Under the new policy Caygill an- 
nounced on 10 September, all items for 
which the premiums bid on the tenders 
in the wake of last year's move were 
7.5% or below will move to “licence on 
demand” — that is, licences will be is- 
sued automatically for all imports 
sought. 

In last year’s tender, the average pre- 
mium was 6.7% and there were bids on 
only half the items by value of licences 





EFFECTIVE 


. Weighted for 1983 trade with the countries shown plus 





Move to free imports 


Wellington aims to end its licensing restrictions soon 







offered. So the govern- 
ment reckons that some 
60-70% of items will 
move to licence on de- 
mand — effectively lift- 
ing restrictions — next 
year. In value terms that 
will reduce the 25% — 
of NZ$2 billion (US$1.1 
billion) imported 
under licences now to 
around 7.5%, or about NZ$600 million. 
Under the new policy, once items have 
been licensed on demand for one year, 
they will become licence-free. 

Items still under licence next year 
will be subject to a minimum 5% addi- 
tional quota increase from 1 January 
1987. Caygill reckons that should effec- 
tively make all imports licence-free in 
1988 except for some still subject to in- 
dustry development plans. The princi- 
pal industries subject to such plans are 
cars, textiles, clothing, footwear, plas- 
tics and ships. Those plans also set 
targets for eliminating licensing. 


C aygill's tradeoff for the faster phase- 
out of licences is an early review 
of emergency protection procedures to 
provide better and quicker protection 
against dumped imports — plus a slower 
reduction of tariffs. 

Earlier this year he proposed to re- 
duce all tariffs of more than 25% by 5-10 
poate ints a year to reach 25% 

y 1989. But after discussions with 
alarmed manufacturers he has modified 
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tariffs will rar 

25.5% to 49.5% as at 
1 July 1987 compared 
with today's 30-60%. At 
that point tariffs will be 
reviewed in the light of 
experience under the 
near-licence-free re- 
gime. "We came to the 
conclusion that they [the 
manufacturers] were 
right. in saying that we 
should get rid of import 
controls before we start 
making any dramatic re- 





duction in tariffs," 
Cave said. 
Ithough Caygill has 


shelved his plan for a 
2595 maximum tariff by 1989, he has not 
abandoned the idea. Unless there is à 
turnabout of opinion within the liberali- 
sation-minded cabinet in 1988 when the 
review is scheduled (or a new cabinet, 
for elections are due in 1987), he is 
likely to pursue his aim of a generally 
lower tariff wall. 

The move is, in part, to force a re- 
structuring of the relatively inefficient 


and internationally uncompetitive con- ` 


sumer-goods sector. But it is also in re- 
sponse to growing pressure from New 
Zealand's main trading partners, par- 
ticularly the US, for a less protectionist 
industrial policy before better access for 
New Zealand's agricultural exports is 
granted. 

Only a week before Caygill's an- 
nouncement, the US imposed a 14% 
special duty on New Zealand lamb to 
counteract income subsidies for New 
Zealand sheep farmers, due to end this 
month and export subsidies (now also 
being phased out) that contravene the 
General Agreement on Tariffs and 
Trade. oO 
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od, allowin 
ack to the 1,6 

600.23, up ee 50 points. Investors appeared 
be soothed by fading prospects of fresh interest- 
te rises. Public statements of confidence by one 
f Hongkong's top property tycoons, Li Ka-shing, 
Iped to revive flagging spirits. Li's companies 
heung Kong and Hutchison Whampoa) 
ked up substantial gains in the latter part of 
. Trading, however, remained thin with 
























































on (US$23 million). 


RALIA: Markets were, Footed to record 
$ by a shortage of scrip coupled with high 
s of institutional liquidity from the sale of 
ver stocks, 
tlemaine Tooheys. The sharp rise in major re- 


ves à Court sold out his stake. Industrial 
s were the star performers, with the All-In- 


x 


ials Index rising 16.3 points over the period 


3old Index slid 24.2 points to 1,022.6. The 
Is and Minerals Index held up with a loss of only 
f a point over the period to 529.1. The All- 
aries Index gained 8.5 points to close at 963.3. 


ZEALAND: The market 
n early on in the period before firming at 
lose. The highlight was Fletcher Challenge's 
mr rofit announcement of NZ$180.9 mil- 
(US$95.2 raillion) which helped buoy the 
et. Otherwise trading was quiet with vol- 
ight. Attention is currently focused on wage 
tiations between employers and unions. The 
of. the increases will impact on companies’ 


continued to 









in the coming period. 


‘to close the period at 135.75 in slow: trading. 
utional investors helped to push prices up in 


ndividuals cut back on gains later on. The lack 
onfidence was due to the sluggishness of the 
onomy and worries about politics as students re- 
urned tothe campuses, and the national assembly 
vas due to open on 20 Sept. Electronics enjoyed a 
Ost, up 4.32 points, while past favourites such as 
rs eased slightly. The largest sectoral index gain 
(as fabricated metals, up 12.98 points, while 
od and wood products fell the furthest, down 
51 points. 


JALALUMPUR: Speculative fever hit a holiday- 
ortened trading period, pushing share volumes 


oint rise despite the hectic conditions. Interest 
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C muc if the ground it had litin the previous two period a: as 
| trate increases receded, if only temporarily, in. the period to 16. 
dto extend its rally of recent weeks. 


JONGKONG: Selling — eased in T 
the Hang Seng. Index to claw. 
O level. It closed the period at - 


perio 
rage daily volume at a lethargic HITS, 57 


particularly of Myers and _ 


Coles ended, however, when raider Robert - 


413.8. Gold stocks continued to weaken and 


tability next year. The market is expected to 


: | came to P2.44 million, down from the. previous 
OUL: The composite index rose by 0. T a a 


early part of the period, but the cautiousness | 


one point to the highest daily figure ever re- _ 
orded on the UBER — 31.4 million shares |. 
rth M$62.9 million (US$25.1 million) changed - 
ands. Fraser's Malaysia Index showed only a 17- 


mained focused almost exclusively on situa- 
ional listings such as KL Industries, Malaysian 
vesources or other durable speculative stocks. | 
uch as Metroplex. A.nalysts point o out that quality I 


| market A and e arose; from the gere o 


— ka — been left out in the rush, but | 
foresee higher volume trading, sparked mainly by 
small speculators, in the coming weeks. 


SINGAPORE: The market saw increased activity 
mostly in little-known Malaysian stocks or second 
liners while. blue chips remained largely un- 
touched. Brokers dubbed it a hit-and-run market 
where institutions remained on the sidelines and 
small speculators moved in and out of minor coun- 
ters. The Fraser's Industrial Index continued to 
decline gradually, reaching 3,829.42 on 16 Sept., 
25.29 points down from the closing of 9 Sept. An 
average of 20.39 milhon shares angeu hands l 
daily. 25 pets TY e 


. TOKYO: Trading was dull in a holiday-shortened 
period and. volume averaged only 349.25 million 
shares daily. The Dow Jones Average pulled no 
SUED TISES finishing the four-day period at 

2,585.70 points on 13 Sept. A weakening yen - 
ee investor zeal. Analysts said electrical 
blue chips appeared to have bottomed out as sev- 
eral firmed up. Publication of revised earnings 
forecasts for 888 companies cast a pall over car- 
part makers. Problems with the Swiss-developed 
drug Katagen pushed its Japanese distributors . 
down. f 






















MANILA: Share prices: were ‘mostly higher as 
brokers sensed renewed interest in the market as 































munications firm Globe Mackay rising by 11.576 
at one point before correcting to P13.75 (74 US 


period's closing. The commercial-industrial index — 
collected 5.44 points to close at 159.10, the mining 
index inched up 2.87 to 668.03 and the oil indi- - 
cator gained 0.02 to 0.823. Average daily turnover 


period's mark, aided. mainly | by two 2 block 
sales. | | : ! 


BANGKOK: The market continied to bx — 

as trading remained low, Speculative stocks such 
as Mah Boonkrong and Siam. Citizens Corp. 
shrank further, while many blue chips, too, have 


eI wt aA P, 


Cheinicals: 
990.608 ee Peas at | Bahr 237. 56 million 
(US$8.6 million). 


TAIPEI: The market extended its strong gains of 
the last month, as the weighted price: index 
jumped 18.09 points to close.at 711.21. Gains 
were registered across the board, but textiles 
shares did particularly well; with their index rising 
4.876 to 115.55. Trading volume also continued to 
rise, with the daily averáge at a high NT$844 mil- 
lion (US$21.1 million). Much of the recent bull 
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stock splits, ar 


interest rates declined. Commercial-industrial is- 


sues recorded the strongest gains, with telecom- ^| |. iuicrynongs 
_ | Jardine Matheson 
j Jardine Sec. 


cents) for a net gain of 5.8% from the previous | 
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' Everga 
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- Furanma Hotel 
` Great Eagle 
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| HangLung Development 


Hang Seng Bank Ex. Div. 
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i HK. Electric 


| HK&Ch.Gas 
— H.K.&K. Wharf. Ex. Div. 


(o HK ARS. Hotels 
"1^ HK. Realty "A" 


: HK TVB 


HK. Telephone 


HK. A Y Farry Ex. Div. 
Hopewell” 
HsinShong - 
Hutchison — 
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l^ Lia hong Hing 
] Miramar Ex. Civ. 
Nan Fung Textiles 


New World 
Orient O seas H 
Paut Y. Constr. 
Regal Hotels 
Sina Land 
Stelux 

Sun H.K. Props 


| SwirePac, "A" Ex. Div. 





^ Ta Cheung 


Wah Kwong Ship. 
Wing On Holdings 
Winsor 

Word intl Ex. Diy. 


Ajinomoto 
Aips Elec. 
Amada 
Asahi Chem. 
Bridgestone. 


16 Sept. 
HK$ 
0.45 

22.50 
18.40 
15.30 
1.18 
0.80 
0.68 
0.72 
2.10 
4.70 
6.68 
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of Korea 

Daelim Ind. 

Daewoo Corp. 

Dong-A Construction 
Gold Star Cable 

Han Yang Corp. 

Hand Bank 

Hyundai Corp. 

Korman Airlines 435.00 
Lucky Lid 602.00 
Samsung Electronic 825.00 
Samwhan Corp. 1,135.00 
Ssangyong Cemant 611.00 
Sunkyung 1,086.06 
Korea fund 0S$13.00 
Korsalnternstional Tru — U5$9.76177 
Korea Trust U8$13.29 


SOURCES . 
Japan: Nomura imemational (HK), — 
Hongkong Stock Exchange, Hang Seng Bank 
Australia, Singapore, Malaysia: Reuters. Thak. 
land: Book Club Finance and Securities Co. New: 
Zealand: Renoul Partners South Korea and 
Taiwan: Vickers da Costa & Co {HKI Lid: 
Philippines: MSE Research Dept. 





rate 


Officlal discount 
rate 


inter-bank 24-hour 4 
fate , 6.3125 


inter-bank 1-month | : n i 


inter-bank month 
rate | . ! 6.3428 


3-motith time deposit 
rate 8.31425 


Pakistan 

Papua N.G, 

South Korea 

Sri Lanka 

Tawar 

; 8.00 — 6478 

Communist countries , 8.0625 11,50 5.4375 
US$ — Amb 2.95 HK$ fib 0. 3789 P 8.1876 44.80 5.3125 
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The mark of an outstanding bank 
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In foreign exchange, precious metals, money 
and capital markets, you want specifics. The kind 
of specifics only a good bank with profound 


expertise can provide. 


UBS - the expert bank. 


Branch Offices in Asia 


Union Bank of Switzerland 
13th Floor, 

Gloucester Tower 

11 Pedder Street 

Hong Kong 


Union Bank of Switzerland 
Yurakucho Building 

10-1, Yurakucho 1-chome 
Chiyoda-ku 

Tokyo 100/Japan 


Union Bank of Switzerland 
50 Raffles Place 


# 38-01 Shell Tower 
Singapore 0104 


Head Office 


Union Bank of Switzerland 
Bahnhofstrasse 45 
CH-8021 Zurich 
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: « : . *1? Because for us a car is never a cok 

Nissan gives new meaning to reliability technica: matter- snouts be 
alive with ideas that turn into the 

Discover a new dimension to the to respond to your needs quickly utmost security once the car is 
quality that made Datsun a trusted and efficiently. Our technology in your hands. And that's why you 
name around the world. is one of the world's most advanced, take any Nissan vehicle anywhere 

At Nissan, the Datsun tradition is. and it's backed by an attitude that And depend on it. Completely. 
alive and well and better than ever... welcomes challenges. Besides, you'll 


Our international manufacturing and find the same innovative technology | 
service network gives us the capacity and quality in every car we make. Ni IGSA 
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No one asks you to go this far and yet. 
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...in business you must perform 








Brussels Lambert 


Banking and financial services for 
mgh achievers 


Mere a profit is the ultimate objective 
of any dynamic businessman. But it is 
not the only one! Personal achievement is 
also a driving force: improving efficiency, 
negoualing a contract, overtaking competi- 
tors, developing new markets, earning the 
confidence of customers. 

Since you seek personal achievement in 
business, Bank Brussels Lambert can help 
you by smoothing the way and removing 
many of the obstacles. 


rag ES 
x$ Y- 


"A 


eh 


"AM US BTSYR AL OL 
| — 


> 
ao 


Our international network radiates out of 


Brussels, headquarters of the European 
Common Market, and covers the world’s key 
business and financial centers. Consequently, 
we have both the size and locations to handle 
the full range of your commercial needs. Yet 
we are still small enough to be quick, flex- 
ible, responsive and personal. Because we 
know that banking is as much a matter of 
people as it is of money, let us put our 
experience and expertise at vour disposal. 


BBL Banking in Australia 


Our BBL offices in Melbourne and Sydney 
provide you with first-class banking services. 
For further information, please contact : 
Tom Urban, Chief Executive 

BBL Australia Limited 

Po. Box 276, Collins Street 

AUS - Melbourne 3000 Victoria 

Tel. : (61-3) 62.3983 - Fax : (61-3) 61.26.57 
Telex : (071) 36.877 





BBL Bank Brussels Lambert - 24, Avenue Marnix - 1050 Brussels - Phone : 5221.11 


BBL is present in Australia, France, Great Britain, Italy, Japan, Spain, Singapore, Switzerland, 
the United States, as well as in other countries. 


Fussels Lambert 


IMPACT-FCB Belgium BBL.744 











The Mandarin Singapore 





The majestic Mandarin Singapore, with its diverse range of dining, 
entertainment and recreational outlets, is located in the heart of the 
main shopping and tourist district along fashionable Orchard 
Road, next to a cinema and bowling alley. Just 30 minutes’ 

drive by taxi from the airport and 10 minutes’ drive from the 
banking and commercial district and harbour. 


General Facilities 

e 1200 Rooms * 5 Restaurants € Nightclub e Disco Club 

¢ 5 Cocktail Lounges ¢ 24-hour Coffeeshop * Shopping Arcade 

è Airline Offices ¢ Bank € Travel Agent and Car Rental Counters 
è Medical Clinic ¢ Hairdressing Salon € 24-hour Room Service 

e Laundry and Valet Service 


Mandarin Recreation & Health Centre 

e Gymnasium * Massage * Steam & Sauna Baths * Hydro-pool 
e Tennis * Squash * Swimming Pool è Golf and Aquatic Sports 
can be arranged 


Conference & Banquet Facilities | 
e Pillarless Ballroom (for 1200 persons) * Meeting/ Exhibition/ | 
Banquet Rooms (of various sizes) * Full range of up-to-date Audio- | 
visual Equipment € Executive & Secretarial Services | 
* Foreign Interpreters and Guide Service 


For reservations, please-call your travel agent or: 

* LEADING HOTELS OF THE WORLD 
Hongkong (5) 221-142, Jakarta (21) 321-307, Osaka (06) 453-6501 
Tokyo (03) 585-7510, Manila (2) 857-811, Bangkok (2) 234-9920 
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.. · plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
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* UTELL INTERNATIONAL p----------Z > 
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Sandar Diner 


In the tradition of emperors. 


| 
333 Orchard Road, Singapore 0923. Telephone: 7374411. Cable: Manrinotel. | 
Telex: RS 21528 Manotel. Fax: 7322361. | 
Postal Address: Orchard Point PO Box 135, Singapore 9123 | 

Managed by Mandarin Singapore International 
MSI Regional Sales Offices: New York (212) 838-7874 © Los Angeles (213) 627-0185 | 
* London (01) 583-5212 * Sydney (02) 276-677 * Tokyo (03) 584-4250 | 


| Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery. 
please add: USS6/HK$45 
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on the horizon 


Cuisine at its best 

One of the more important things 
passengers appreciate when flying 
Kuwait Airways is that they can relax 
in comfort, certain that their individual 
needs are being taken care of on or off 
the ground. 


It's no wonder then that good food 
coupled with our traditional hospitality 
makes every Kuwait Airways flight a 
memorable one. 
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The Review Focuses on 
Merchant Banking & 
Personal [Investment 


The barriers are crumbling; banks turning into securities’ 
houses, securities’ houses into banks. Is there room left for the old 
fashioned merchant bank? Or is the future the preserve of 
financial supermarkets? 


Review correspondents throughout the Region will be 
answering these questions from Tokyo, where the battle for 
territory is being waged between domestic and foreign 
institutions, to Australia and India. 


There will be special reports on debt instruments and currencies 
and, on personal investment, Focus asks who are the best fund 
managers and why; reports on tax havens, on gold and on the 
attractions of bonds vs equity. An investor's guide to choosing, 
valuing and buying shares is also provided. 


As the world's premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 
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continues to be the most cost p ———— ys the Card. 
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effective means of reaching Asia's 
decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Merchant 
Banking & Personal Investment by 
contacting: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd — 
G P O Box 160 E 
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^ Royal Bank is Canada's largest 

.K, with nearly 1,500 on-line 

‘aches across the country. We're also 
th America's fifth largest bank, with 
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We bring you Canada. 


i C$90 billion in assets. 
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re businesses bank with us than 
nany other bank. That means we 
provide the links so essential to 
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WE KNOW CANADA 


The 1986 
World Exposition 


May 7- October 13. 1986 


cial Bank to EXPO B6 


your business success—connecting you 
with potential markets, putting vou in 
touch with key business people, and 
alerting vou to current investment 
opportunities. 

TRADE EXPERTISE 
Our trade experts in Asia and Canada 
will help make both ends of your 
importing and exporting deals go 


smoothly with creative trade finance 
packages and market intelligence. 


CORRESPONDENT BANKING 


Our highly efficient correspondent 
banking network can give you prompt 
availability in Canada, under advice 
daily via SWIFT or Telex. 

For a business bridge to Canada, 
bank with Canada’s leading bank. 


253 THE ROYAL BANK OF CANADA 











urrounded by rugged, forested hills, 

the Kelabit settlement of Long Lel- 
lang huddles beside its river and its 
airstrip in the deep interior of Sarawak's 
Fourth Division. It is a beautiful and re- 
mote place, though conveniently acces- 
sible by Malaysian Airline. System 
Twin-Otter from Marudi far down in 
the lowlands. Comments left by visitors 
in the ledger at the headman's rooms 
document the traditional, extreme hos- 
pitality of the people. 

The environment is still nearly pris- 
tine; though logging is approaching 
from both north and west, several years 
should pass before Long Lellang is over- 
whelmed, and the recent production 
cutback by Sarawak's timber industry 
may help to delay this further. A few 
miles to the east lies the boundary of a 
large proposed national park — called 
Pulong Tau (our forest) in Kelabit. One 
day, Long Lellang will be established as 
the southern gateway to this magnifi- 
cent area. 

Meanwhile, the community is a good 
one in which to examine the economics 
of traditional wildlife resource manage- 
ment in Borneo. Here is a place where 
any mammal, bird, reptile or fish con- 
taining more than a mouthful of meat 
(not to mention some hair-raising inver- 
tebrates) is assiduously tracked, trap- 
ped and consumed with relish. 

The diverse rainforest fauna makes 
for varied eating, but some species are 
actually staples. The most important is 
the wild bearded pig, which dominates 
the harvest: pork-kebabs smoking 
everywhere over fires, a barrel of lard in 
every kitchen. Next in rank, but a long 
way behind, are the deer — large rusa 
and small kijang — followed by a med- 
ley of monkeys, civets, squirrels, chev- 
rotains, porcupines, pheasants, pythons 
and fish. 

A few decades ago, most game was 
taken with poisoned blowpipe dart, dog 
and spear, but now the blowpipe has 
fallen into disuse among settled, rural 
Sarawakians. These days, shotguns are 
the main killers of Sarawak's wild ani- 
mals, though in the interior dogs and 
spears are still often used against pigs 
and deer. In the rural areas there is 
about one gun per two households on 
average, and Long Lellang is no excep- 
tion; this firepower, combined with 
skilled dogs, sharp spears and en- 
thusiasm, makes for a formidable har- 
vesting rate. As a result, wildlife is 
rather scarce in the immediate vicinity 
of Long Lellang. 

On the other hand, there are so few 
»eople in the area — a few hundred in 
hundreds of square kilometres of forest 
— that the animals generally are hold- 
ing their own here at least. For example, 
bearded pigs, which seldom survive long 
enough in the lowlands to grow much 
heavier than 30 kg. on average tip the 











FROM LONG LELLANG 


Wild pig: staple diet. 





scales at about 100 kg when they are kill- 
ed at Long Lellang. These animals, 
which naturally roam widely in search of 
fallen fruits, benefit from the enormous 
extent of unlogged forest surrounding 
Long Lellang, and this virgin habitat 
also helps other species maintain their 
numbers. 

In a sense, attitudes to wildlife (and 
other natural resources) in Sarawak 
have been conditioned by historical 
abundance. There has been little need 
to adjust consumption to a sustained 
yield, either consciously or culturally. 
because even a maximum rate of ex- 
ploitation by a small, low-technology 
population damaged resource bases only 
slowly if at all. Now, though, things are 
different. With shotguns and ammuni- 
tion (and powerful lamps and batteries) 
freely available, and with access to 
hunting grounds greatly improved by 
outboard motors and logging roads, 
hunting pressures have drastically in- 
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tensified all over the state. Since there 
are as yet almost no legal restrictions on 
hunting, Sarawak's population is behav- 
ing in a perfectly natural way: rather 
like a lucky fox wandering into a well- 
stocked chicken coop. 


he scale of the wildlife harvest is 

extraordinary. From the rate at 
which shotgun cartridges are consumed 
in the state, corrected according to evi- 
dence on hunting success and extra kills 
by dog and spear, I estimate that about 
| million bearded pigs. 23,000 rusa and 
31,000 kijang are killed each year here. 
This adds up to a great deal of meat — 
more than 35,000 tonnes in fact. Some 
of it, I would guess M$10-20 million 
(US$4-8 million) worth annually, is 





' Malin 





bought and sold in the marketplace, b 
the majority is not formally account 
for. 

Is this reasonable? Even though t 
meat is obtained at low real cost (in ter 
of man-hours on rural pay-scales, peti 
and shotgun-cartridge prices), and 
consumed rather than traded, it s 
must make a considerable contributi 
to the state's economy. This is becau: 
if not available from the wild, a comp: 
able meat supply would have to be ma 
available from domestic sources ( 
else, dietary quality would have to fall 

At ordinary rural prices, the annt 
wild pig and deer harvest in Saraw 
would cost nearly M$210 million; if 
was replaced by domestic pork and, | 
venison, beef at current prices, the hi 
vest would cost more than M$320 m 
lion each year. It can easily be seen th. 
somewhere along the line, the availa 
lity of wild meat is effectively liberati 
for the state's development budget ma 
tens of millions of dollars annually. 

Now, is this sustainable? The e 
dence suggests not, unless the harves 
put on a more sound ecological foot 
At present, wherever the land is open 
up pigs and deer start to decline, and 
they do so hunting pressure is appli 
more strongly to other species, until o 
by one they become depleted. Witl 
certain amount of planning, howewv 
this situation could be improve 
Bearded pig populations can be ve 
productive and, though | million a y 
is too many, there is no reason wh 
large and valuable harvest should not 
taken indefinitely. This is all the mor: 
hunting could be relieved so that t 
animals were killed well after, ratl 
than before, thev have started their 
productive careers. Even the de 
which are more vulnerable than pigs | 
cause they breed more slowly, cot 
produce a sustained yield if hunting v 
regulated. 

The important thing for economi 
to realise about wildlife is that harve 
ing can go on indefinitely, so it is higl 
misleading to impose an artificial tin 
frame when doing the accounts foi 
wildlife management programme. T 
is not to argue for budgetless financi 
on such projects, but rather to advoc: 
the long-term view on repayments. 
such holistic accounting, even a mass 
investment in wildlife management 
Sarawak should remain firmly and iní 
finitely on the side of economic go 
sense. — Julian Caldec 
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extensive representative network Forex service won't be the last. 
and the people to service your 
individual requirements. With Hong Kong: Telephone 


experience gained through 5-265891. Telex 62267 

the world's foreign exchange (NATFEX), Reuters NABH. 
markets, our Forex dealers Singapore: Telephone 223 9888. 
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